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Who can get the job done? Who сап get thì 

done on time? Who can guarantee the qualite 

workmanship? As well as the quality of materii 
А Who сап be trusted to deliver? 


a trusted partner of many of the world's tpp businesses. 
So, the next time your company asks, "Who can get 
the job done?" You'll know who. 


From trading to textiles, from shipbuilding to auto 
making, from heavy machinery to high finance, from 
electronics to telecommunications, Koreas Daewoo 
has proved its expertise in many areas, and finds itself 
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t will be a sad day for Hongkong if the 
Trial of Commercial Crimes Bill gets 
bulldozed through the Legislative 
‘Zouncil notwithstanding the majority 

ews of our judiciary as well as the 
"trong opposition from the Bar Associ- 
tion. Governor Sir Edward Youde has 
now come out in favour of the bill. This 
[is not entirely syrprising because one 
oves expect théygovernor of a colony 


mes orcefeéding 


0 be guided by his law officers. 

But it is somewhat disturbing. to 
note that, like the solicitor-general, he 
obviously does not think much of the 
lawyers (I suppose with the exception 
of his law officers). It is difficult to 
understand how a seasoned diplomat 

. such as the governor, even though he is 
not a lawyer, coming from a country 
where the rule of law reigns supreme 

[and where the political strength of the 
country depends to a large extent on 

“the law and those who practise law, 
‘could think so little of the lawyers, pre- 
'sumably including the judiciary. ` 

| It is, of course, inconceivable that 
^ any bill could be introduced in Britain 
affecting either the legal profession di- 


rectly or the overall legal system with- 
out the backing of the legal profession 
and/or the judiciary. In any event, the 
introduction of any such bill would 
probably be preceded by an extensive 
investigation and an official report on 
the results of the investigation, such as 
the impending report by the Roskill 
Committee. 

In the present instance it would ap- 
pear the attorney-general, the sol- 
icitor-general and the governor would 
like to see this bill become law without 
anything like the Roskill investigation, 
and despite the fact that an over- 
whelming majority of those who are 
concerned with the smooth working of 
our legal system are opposed to the bill 
because they are not persuaded by the 
reasons given in its support. 

A handful of people would like to 
pass into law what they maintain is 
good for us, though the majority of 
us, who for years have been concerned 
daily with the same matter, disagree 
with them. Such stark authori- 
tarianism makes a mockery of any 
talk of democracy and responsible 
government. 


Hongkong PATRICK S. S. YU 





Influence or inspiration? 


Tam not a Roman Catholic, but in fair- 
ness to those practising that religion I 
think it should be said that Liberation 
Theology is not Marxist-inspired. Ian 
Buruma [28 Feb.] repeats what is a 
common view, but one which should 
not become accepted. For what has 
come to be called Liberation Theology 
in the past two decades has deep roots 
in the work of modern theologians — 
Catholic and Protestant — who have 
recalled Christians to the central 
Christian doctrine, that of the incarna- 
tion. 
^* From Archbishop William Temple at 
“Һе sedate end of the spectrum to Karl 
Barth and Rudolph Bultmann at the 
other, they have emphasised that be- 
| cause this meant the real involvement 
of God in human affairs, it meant also 
the real involvement of Christians in 
"Jhings other than formal worship — in 
other words, involvement in the mate- 
al conditions of human existence. 
. True enough, there has been a ten- 
dency for some liberation theologians 
0 adopt some of the analyses of society 
Aassociated with Karl Marx, and it is to 
hat extent — and ata fairly late stage 
- that this kind of theology can be 
'alled at least “Marxist-influenced.” 
Barth and Bultmann knew their 
Marx of course, and some of the themes 
ommon to all three no doubt have 
ots in the common Hebraic tradition 
hat forms the background to the 
s+hought, of all three — the doctrine of a 
god wip suffers, with humanity. That 




















was not a doctrine much emphasised in 
Marx’s Lutheran Germany, though the 
first signs of radical modern theology 
were already there, in the 1840s, and 
were known to Marx. 


Brighton, England TREVOR LING 


A threatened people 


A. Wijayawickrama in his letter [28 
Feb.] refers to certain appointments of 
Tamils by the Sri Lankan Government 
in an attempt to convince the world 
that there is no discrimination in Sri 
Lanka. 

It was apparent these Tamil 
appointees were unable to stem the 
violence unleashed against their race 
in July 1983, and are unable even to 
raise their voice against violation of 
human rights which continues to be 
committed by the armed forces in the 
Tamil homelands of the north and the 
east. As a result of discrimination over 
the years, Tamils — who constitute al- 
most 20% of the Population — com- 
prise less than 2% of the armed forces 
and less than 5% of the police force. 

Tamils face annihilation by undis- 
ciplined soldiers in Sri Lanka's north 
and east and by marauding mobs in the 
south. The armed forces have been 
given wide powers of arrest, indefinite 
detention and do not have to face any 
kind of inquest when they kill a Tamil. 
Thousands of Tamil youths are held in 
camps and prisons in the south without 
trial or access. The very existence of 
the Tamils in Sri Lanka is at stake. 

A. CHARLES 


Crop cooperation 
I read with interest about Cambodia's 
agricultural problems in The meagre 
harvest [24 Јап.] and would like to 
state that the International Rice Re- 
search Institute (IRRI) is ready to 
cooperate with the Cambodian Gov- 
ernment, and any other organisation 
that has an interest in helping increase 
rice production in Cambodia 
Furthermore, I would like to address 
the issue of fertiliser and other input 
requirements of high-yielding varie- 
ties. IRRI's highest research priority is 
to make farmers less dependent on fer- 
tiliser and other costly purchased in- 


puts through a three-pronged strategy: 


» Development of rice varieties with 
built-in genetic resistance to major in- 
sects, diseases and adverse soils, 

» Replacement of market-purchased 
inputs with home-grown inputs. 

» Improvement of the efficiency of use 
of purchased inputs by minimising or 
eliminating losses. 

The IRRI also strives to reduce or 
eliminate rice farmers' use of pes- 
ticides by breeding genetic resistance 
to insects and diseases into the seeds 


farmers plant. M. S. SWAMINATHAN 
Director-General 
Manila Internationa! Rice Research Institute 


SECOND HAND 
TEXTILE 
MACHINERY 
REQUIRED 


SECOND HAND TEXTILE MACHINERY OF 25,000 
SPINOLES WITH ELECTRICAL EQUIPMENT 
ts REQUIRED, MACHINERY MUST NOT SE 
MORE THAN 10 YEARS OLD, AND IN EXCELLENT 
WORKING ORDER TAKING INTO ACCOUNT 
AVERAGE COUNT 42'S AND PERCENTADE 

15%,меотум 40%, rine 20% AND 
65:35 (SYNTHETIC/COTTON) 25%. 


COARSE 
SLENDED 


QUOTATIONS FROM BONAFIDE SUPPLIERS ANO LOCAL 
AGENTS MUST INDICATE DETAILED SPECIFICATIONS 
ОҒ MACHINERY AND INCLUDE CATALOGUES SHOWING 
MAKE OF MACHINE, COUNTRY OF ORIGIN AND YEAR 
OF MANUFACTURE. 


PRICES MUST BE QUOTED IN US DOLLARS UNDER 
FOLLOWING CATEGORIES : 

tx-FACTORv, FOB Амо CBF LINER OUT CHITTAGONG 
(BANGLADESH). DISMANTLING ANO PACKING COSTS 
MUST BE SHOWN SEPARATELY. 


QUOTATIONS MAY BE RECEIVED UPTO FOUR WEEKS 
AFTER PUBLICATION ANO MUST REMAIN VALID FOR 
A PERIOD OF 90 DAYS FROM DATE OF RECEIPT OF 
QUOTED OFFER. QUOTATION MUST INDICATE TIME- 
PERIOD OF OELIVERY/SHIPMENT, * PLANT MUST BE 
AVAILABLE FOR INSPECTION, 


LOCAL AGENTS MUST. FURNISH PROFORMA INVOICE 
Of THEIR PRINCIPAL COMPANY IN SUPPORT OF THEIR 


FFER, 


THE AUTHORITY RESERVES THE RIGHT TO ACCEPT 
OR REJECT ANY OR ALL QUOTATIONS WITHOUT ASSION- 
ING ANY REASON WHATSOEVER. 


ADORESS ALL QUOTATIONS TO 0.Р,О.Вох No. 3342, 
DHAKA, BANGLADESH, 












“1984 was an 
outstanding year 
for the Group- ” 
not only in terms of 
financial success. 


It saw great growth in awareness, 
across the world, of our name 

and capability, and it witnessed 
major developments in both 
product, range and geographical 


spread. 
Copies o, P Aani He rt will be sed to shareholders on Mha ril, 1985. I, 
UM the А receive а =: {эз D.C. Wake-Walker, Kleinwoo fg Ni gy 


(Hong Kong L Limited, 40th Floor, Spacer Tower, The Landmark, 11 Pedder 
Street, Hong Kong. 


1984 results of Kleinwort, Benson, Lonsdale plc 
for the year ended 31st December 19 


Corre (Unaudited) (Audited) 
Profit before taxation £44.5m £32.5m 
Profit after taxation £30.3m £21.7m 
Earnings per share 54.1p 39.7p 


Total dividend per share 14p 12p 
Shareholders' funds £253m £215m 


ee esee. RUM, С 


Total assets £4,702m — £4,240m 





einwort 


enson 





і 


4 ARL 1985 o FAR EASTERN ECONOMIC REV 
aiee aiar ^: th 


aA a а «ЈА 4 „ жем ами... i жы Реб: 













Vol. 128 Мо. 13 


President Ferdinand Marcos, though still weak 
and possibly suffering from a degenerative dis- 
ease, has recovered sufficiently from his latest ill- 
ness to be clearly in control of his government 
again. But the health crisis last November 
brought home to all camps — Marcos’ own close 


) 





The Malaysian Government uses 
its controversial Internal Security 
Act to detain without charges a 
lawyer and activist in the opposi- 
tion Parti Islam which is locked in 
an ideological struggle with the 
United Malays National Organisa- 
tion, the dominant government 


Papua New Guinea Premier 
Somare survives his 


' circle апа the wider field of pro-government UR 
ures in the ruling Kilusang Bagong Lipunan (KB 
and the military, as well as the disparate opposi- 
tion groups — that nobody was ready for a trans- 

| fer of power. Since then, all concerned have been 

busy using the present respite to manoeuvre into 
position for tte final, inevitable struggle for the succession. Manila 
bureau chief Cuy Sacerdoti sets the scene and examines the KBL con- 
‘tenders, whilechief correspondent Rodney Tasker takes a close look 
at the moderde and leftwing opposition. Pages 30-36. 
— Page 10 Page 19 
Drama aboad a Chinese torpedo 
boat might lave caused tension 
with South lorea, but in the event 
led to a furthr step in their improv- 
ing relationaip. 
P 'Pagei | 
Australia inreases fees for foreign party. 
'students өр freezes the intake at 
resent tolls in a move which will 
hit Malaysins the hardest. Page 22 
| 
- | Michael 
Page 17 | 


Signs of Warming of Sino-Soviet 
|» ‘relations ave raised some mild 
‘concern i 


ashington. 


seventh no-confidence motion in 
as many years in dashing style, but 
now the scramble is on to succeed 
him. 


THIS WEEK il 


4 April 1985 





Page 48 

China is ready to announce its in- 
vestment in a joint venture to de- 
velop an iron ore mine in Western 
Australia, and is looking at other 
steel-industry projects. 


Pages 49-50 

Hongkong's knitwear industry is 
looking at costly ways to survive 
the impact of the US rules-of-ori- 
gin import curbs. Meanwhile, the 
US Congress is preparing another 
round of restrictions on textiles im- 


ports. 
Page 54 


Grain trade between China and 
South Korea is flourishing despite 
political obstacles. 


Pages 61-62 

Britain is playing tough with 
Southeast Asian airlines as it tries 
to shield British Airways from 
competition ahead of its privatisa- 
tion. 


Page 74 

A new investment trust aimed at 
the South Korean market shows 
the appetite of foreign investors is 
growing faster than the rate of 
liberalisation of the Seoul mar- 
ket. 
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press clampdown 

Following a meeting of Ma- 
laysias ruling National 
Front coalition, Prime Minis- 
ter Datuk Seri Mahathir 
Mohamad warned that his ad- 
ministration may be reconsid- 
ering its “liberal policy to- 
wards the press” in the wake 
of what he described as dis- 
torted accounts of local issues 
to which both local and 
foreign media had given an 
unjustified ethnic slant. Dep- 
uty Prime Minister Datuk 
Musa Hitam quoted Mahathir 
as describing one daily tabloid 
as being “owned by the MCA 
[Malaysian Chinese Associa- 
tion] but run by the MIC [Ma- 
laysian Indian Congress} for 
the -DAP [the opposition 
Democratic Action Party]" — 
a reference to the background 
and perceived political sym- 
pathies of some of its staff 
writers. — JAMES CLAD 


Singapore back-tracks 

on ‘super-babies’ 

The Singapore Government 
plans to abolish a controver- 
sial policy which gave priority 
in primary-school admissions 
to children of graduate 
mothers. The policy — aimed 
at encouraging educated 
women to have more children 
— was personally initiated by 
Prime Minister Lee Kuan Yew 
in late 1983, but drew strong 
criticism from the public, 
including many graduate 
women. As the policy was 
highly discriminatory it also 
became a major campaign 
issue in the general election in 
December 1984. Announcing 
the official about-face, Edu- 
cation Minister Tony Tan told 
parliament on 25 March that 
only 157 children had benefit- 


ed from the priority scheme | 


last year and it was “unlikely 
to produce the desired results” 
of encouraging fecundity 
among educated Singaporean 


females. — V. G. KULKARNI 
More military aid mooted 
for Cambodian rebels 


The United States House of 
Representatives Subcommit- 
tee on Asian and Pacific Af- 
fairs led by Democratic con- 
gressman Stephen Solarz on 
20 March proposed an addi- 
tional US$5 million to the 
Economic Support Fund ear- 
marked for Thailand which 
could be used for "appropriate 
aid" to the non-communist 





Cambodian resistance. It has 
been made clear in private 
comments that the amount is 
expected to be spent on the 
acquisition of military 
hardware. Solarz said that it 
was "a small but significant 
contribution to demonstrate 
that the United States is will- 
ing to put its money where its 
mouth is" in its stated support 
for the anti-Vietnamese re- 
sistance. It would also send a 
"signal to the Vietnamese" 
about the continued US 
concern over Cambodia, he 
said. But the call for arms 
aid to the Cambodian resist- 
ance is likely to be rejected by 
the administration. 

— NAYAN CHANDA 


Two Koreas dialogue 
may be on again 


Seoul has asked Pyongyang to 
resume economic talks and 
Red Cross negotiations. Kim 
Kihwan, the chief South Ko- 
rean delegate at the Panmun- 
jom talks on promotion of eco- 
nomic exchanges with Pyong- 
yang, said there were enough 
"areas of common agreement" 
at the first such conference 
held in November 1984 to con- 
vene à second meeting, He 
suggested 18 April as the date. 
Meanwhile, former premier 
Yoo Chang Soon, now presi- 
dent of the South Korean Red 
Cross Society, has asked his 
northern counterpart to re- 
sume the eighth round of Red 
Cross talks for four days in 
Seoul starting on 14 May 
These proposals came as the 
joint United States-South 
Korea military exercise 
"Team Spirit '85" approached 
its final phase. Having cancel- 
led the two sets of talks be- 
cause of the exercise, Pyong- 
yang is now expected to re- 
spond positively to the talks- 
resumption proposal. 


— SHIM JAE HOON 
Nepal bids to upgrade 
relations with Moscow 


Nepal appears to want to im- 
prove its relations with the 
Soviet Union. In an emergency 
cabinet meeting, it was de- 
cided to send Minister. for 
Communications and Health 
Rudra Prasad Giri to Moscow 
tor the funeral of Soviet leader 
Konstantin Chernenko and to 
declare two days’ official 
mourning throughout the 
country. This contrasts with 
the funerals of Leonid 
Brezhnev and Yuri Andropov, 
at which Nepal was represent- 
ed only by its envoy in Mos- 
cow, — KEDAR MAN SINGH 


Top-level appointments at Ma- 
laysia's second- апа third- 
largest commercial banks 
bear the stamp of Finance 
Minister Daim Zainuddin. Re- 
placing Malayan Banking 
(Maybank) chairman Datuk 
Jaffar Hussein is former gov- 
ernment chief secretary Tan 
Sri Hashim Aman, who will 
continue as chairman of two 
government corporations, 
Permodalan Nasional , (Per- 
nas) and the Urban Develop- 
ment Authority. The former 
chairman becomes governor 
of Bank Negara, the central 
bank, on 1 June (REVIEW, 21 
Mar.). 

Daily control of Maybank 
will pass to Azmi Wan Ham- 
zah, an accountant and close 
Daim associate with no pre- 


vious banking experience. 
Azmi, the new president 
and chief executive of 


Maybank, has served on the 
boards of a number of com- 
panies in which Daim had a 
large stake. 

Meanwhile, Abdul Rahman 
Hamid, executive chairman of 
Malaysia's third-largest com- 
mercial bank, United Malayan 
Banking Corp. (UMBC), will 
become president and chief 
executive, while board 
member Zain Azahari Zainal 
Abidin becomes chairman. 
Through a family holding 
company, Daim has a 41% 
stake in UMBC and the new 
Maybank president is one of 
his board nominees. 

— JAMES CLAD 


New South Korean group 
in Australian venture 


Korea Heavy Industries Corp. 
(KHI) is likely to form the core 
of a new South Korean con- 
sortium to take over partici- 
pation in a West Australian 
aluminium smelter from the 
collapsed Kukje-ICC group, 
West Australian Minister for 
Minerals and Energy David 
Parker told the Review. Kukje 
had been a 45% partner in the 
A$800 million (US$559.4 mil- 
lion) project at Kemerton, 
joining Griffin Coal Mining 
Co. (25%), the West Austra- 
lian Development Corp. (20%) 
and Reynolds Australian 
Aluminium (10%). Parker said 
continued South Korean par- 
ticipation was given high 
priority by Seoul. Ап as- 
sociated power plant supply- 
ing electricity to the 230,000- 


erating equipment from KH] 
one of its first major orde 
from a Western countr 


— HAMISH 


Merrill Lynch announces. 
Southeast Asian venture 
A new Southeast Asian invest | 
ment advisory service ha 
been formfily announced b 
the Amer@an financial grou 
Merrill Lynch. The other part. 
ner in theproperty and asse 
managemmqmt joint venture 
Manila-baed Ayala Interna- 
tional Cop. The new firm, 
called Merill Lynch Ayala In- 
ternational will be based m 





Singapore and serve clien 

throughout&sean. It will ope- 
rate alongide both firms' 
existing Asin business net- 
works, offemg a range of ser: 
vices whichvill include prose 
ject manageient and merger. 
and-acquisibn advice. Со 
chairmen wi be Ayala's En: 
rique Zobel 2d Charles Rose 
who is chainan of Merri 
Lynch Interntional (REVIEW, 
21 Mar.). j 












In line witt reforms an 
nounced last ear aimed 
giving foreignanks in Sout} 
Korea “natio treatment 
(REVIEW, 10 Mi '84), forei 
banks have Бе. granted ac- 
cess to the сепа] bank's re 
discounting айу for ex- 
port financing эт 1 March 
The banks will io be permit 
ted to enter intoust busine 
from 1 July With th 
privileges of lo¢ banks wil 
also come me respon 
sibilities: this yethey will be 
required to dire20% of 
loans to small 4 medium- 
sized firms. Thivill rise tc 
35% (the ratio rently rey | 
quired of local bas) in 1986 





















Ministers of the Asiation 
Tin Producing ‘ountri 
meeting in London 21-2 
March called on: Uni 
States to curb isales 
surplus tin. They led tha 
the US had released 70 ton- 
nes of stockpiled from 1 
January-13 Mar They 
urged restraint on her dis- 
posals, which they ‘should 
not exceed 3,000 tes this 
year — in line withunder- 
standing between an an 
Washington for threviou 
two years. eu 
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| Indonesian President Suharto 
was surprised and flattered by an 
offer made by Malaysian Prime . 
Minister Datuk Seri Mahathir. 
Mohamad during their meeting 
in Jakarta last month. Mahathir 
suggested that Indonesia should 
host the next non-aligned 
,Summit in 1986 — thereby 
|. becoming algmatically the 

^ chairman of the non-aligned 
movement for five years. 
Mahathir promised Malaysia's 
full support for an Indonesian 
candidacy, Thesummit is usually 
held in August, prior to the 
United Nations General 
Assembly. The non-aligned 
movement chairmanship idea 
was not touted in Kuala Lumpur 
before Mahathir’s visit. 


APPLYING THE PRESSURE 


Officials in Islamabad expect a 
new round of border violations 
by Soviet-backed Afghan forces, 
designed to pressure Pakistan 
before the resumption of United 
Nations-sponsored talks on . 
| Afghanistan. The new Soviet. 
“leader Mikhail Gorbachov took a 
hard line when he met President 
|, Zia-ul Hag in Moscow shortly 
|. after taking over, demanding | 
action against Afghan 
mujahideen guerillas as a 
precondition for fresh 
. negotiations. Gorbachov also: 
threatened to suspend economic 

































rejecting de Soviet threats and 


say the no point in another 
round of Geneva talks if 
Afghanistan insists on prior 
suppression of mujahideen 
activity by Pakistan, instead of 
searching for a comprehensive 
solution. Indirect talks between 
Pakistan and the Soviet-backed 
Kabulregime, scheduled to be 
held in February, were called off 
at Pakistan's request. 


GAP AT THE TOP 


The Indonesian Government is in 
a quandary over whom to invite 
to head the Philippines 
delegation to the 30th 


| anniversary of the 1955 Bandung 


conference (REVIEW, 28 Mar.). 
Arturo Tolentino, until recently 
foreign minister, had been 
invited to join his Asean 
colleagues at the 22-24 April 


| commemoration and had 


accepted before he was sacked 
without being replaced on 4 
March. Former vice-president 
Emmanuel Palaez and retired 
foreign minister Carlos Romulo, 
who participated in the original 
Bandung conference, have 
accepted invitations to attend. 
The Philippine Embassy in 
Jakarta is preparing for the 
possibility that President 
Ferdinand Marcos may want to 
attend himself. On 22 March, 








BANGLADESH 

President H. M. Ershad won a‘landslide 
victory in a controversial referendum on 
his performance (21 Mar.). 


Minister of Foreign Economic Relations 
and Trade Chen Muhua was replaced and | 
appointed president of the People’s Bank 
of China, the central bank (21 Mar.) The 

. Bishop of Hongkong, the Most Rev. John 
Baptist Wu, heading.a five-member de- 
legation, arrived ora visit (25 Mar.). 


"^ INDIA 
Poliée continued their search ‘for a 
Soviet diplomat, Igor Gheja, who vanished 
'' while taking a stroll on 17 March, it was 
reported (20 Mar.) Gunmen shot and 
“wounded two people in renewed violencé | 
“>in Punjab, the Press Trust of India said (21 
Мат.). А Ukranian organisation claimed 
responsibility for.the murder of a Soviet 
;;diplomat, Vladislav Kitzichenko, in New 
Delhi (22 Mar.). Gheja was granted politi- 
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eal asylum in the; 


ment spokesman said. Two politicians | 


were shot dead in Chandigarh, police said 
(24 Mar). Thousands of farmers from 
northern. India marched through the 
streets of New 
prices. for пец crops (25 Mar). 


PAKISTAN - 


.The new prime minister; Muhammad op 


Khan Junéjo, won, a vote of confidence 
from the national afsémbly (24 Marj, 


PHILIPPINES 


Six armed men ransacked the home of a | 
woman witness:to the murder of.Benigno | 


Aquino,itwas reported (23 Мат. }: 
SOUTH KOREA 

A torpedo’ boat from the Chinese navy 
drifted into South Korean waters with six 
crewmen dead and two injured on board 
(23 Mar), South Korean diplomats were 
negotiating. with Chinese officials in 
аак over the boat, held at the port 


Inited States, a govern- | 


Delhi in support:of higher S 






Marcos visited Baguio € 
first trip outside Manil: 
fell. seriously ill in mid- 
November. 


TREASURE HUNT 

While Philippine opposition 
groups scan the Manila busin 
community for potential sour 
of election-campaign funds, 
opposition leader is seeking tot 
companies in Japan: Salvador 
Laurel, who has publicly 
declared that he wants to be: 
presidential candidate in th 
election, enjoys contacts wit 
number of leading Japane: 
businessmen, partly becat 
elder brother Jose was a 
Philippine ambassador to To 
and their late father was 
president of the Philippines 
during the Japanese occupati 
in World War II. Laurel has b 
seeking to exploit these links ft 
election funds — but the Japanese 
have been embarrassed by his 
approaches. 


ONE UP FOR THAILAND 
A Sino-Thaiinvestments- ` 
protection pact, inked during . 
Chinese President Li Xiannia 
recent visit to Bangkok (REY 
21 Mar.), wasapparently the fi 
of its kind. Several Western 
countries which are anxious 
conclude similar agreements w 
the Chinese haye sought c 
from the Thai Foreign Min 












































| of Kunsan, sources in Seoul said (25 
| Secret talks in Hongkong le 
| apologising to Seoul for the ir 
| 
i 

























Korean waters of three Chinesc 
looking for the torpedo boat (26 


| SRILANKA 
A special envoy of Indian | 
ter Rajiv Gandhi hold talks w 
kan leaders in Colombo. on thei 
icountry sethhic unrest (25 Mar 


| 
1 
| 
| 
| TAIWAN 
| 
i 

























Мат} 





Three senior Taiwanese intel 
ficers will be indicted for involvert 
| the murder of author 
| California last year, the 
i Said (25° Mar). 





| THAILAND 
All intruding Vitnamese forces 

driven off three strategic Hills t 

of a Cambodian resistanc 

they took earlier, a Thai army spo 

said (24 Mar.). 
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Near confrontation opens a diplomatic door to stronger links 


h China , 


The Kunsan incident 


By Shim Jae Hoon in Seoul 


he gradual improvement of rela- 

1 tions between China and South 

Korea — which have no official 

diplomatic links — appears, ironically, 
to be forced ahead by sudden crises. 

In May 1983, the hijacking of a 
Chinese civil airliner to South Korea, 
and the resulting unofficial contacts, 
paved the way for the first thaw in 
Sino-South Korean relations since the 
two nations were pitted against each 
other in the Korean war in the 1950s. 
For abruptness and drama, the hijack- 
ing was matched by the arrival off the 
South Korean coast of a Chinese hy- 
drofoil torpedo boat on 22 March, 
which has led to another dramatic step 
forward in Seoul-Peking links. 

The 1983 hijack ended with the air- 
craft, crew and passengers being re- 
turned to China. The six hijackers were 
tried in South Korea but eventually 
were allowed to go — as they had ori- 
ginally requested — to Taiwan. 

The conclusion of the torpedo-boat 
incident was not only quicker but far 
tougher: after a public apology by 
China, for the intrusion of other 
Chinese craft into South Korean 
waters, South Korea agreed to hand 
back the vessel and all its surviving 
crew, including two who had been 
named as the killers of six men, who 
will return to almost certain execution. 
South Korean officials refused to con- 
firm earlier reports that at least some 
of the crew had requested political 
asylum and said no political motive 
was involved, despite an expression of 
concern from Taiwan 

The 40-tonne P-6 Huchuan class, 
high-speed torpedo boat had been 
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The gunboat: a quick, 
10 






tough conclusion. 
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part of a six-vessel flotilla on a train- 
ing exercise from their base at the 
Chinese port of Qingdao. According to 
South Korean officials, about 20 miles 
east of the base there was a shooting 
incident aboard the vessel in which 
two crew members, identified by the 
South Koreans as radio operator Du 
Xinli and navigator Wang Zong-ying, 
opened fire with AK-47 rifles, killing 
six of the crew and injuring chief en- 
gineer Qu Zhenpo and deputy captain 
Zhang Weigong. 

Apparently having run out of fuel, 
the vessel drifted until it was spotted in 
international waters some 15 hours 
after the incident by a South Korean 
fishing vessel. It was taken in tow 40 
miles north of the South Korean island 
of Taehuksan-do at 11 a.m. on 22 
March. With its dead and injured, the 
vessel was taken to the west coast port 
of Kunsan. 

The next morning, three more 
Chinese naval vessels — this time in- 
cluding a 3,900-tonne destroyer and a 
1,000-tonne patrol craft — evidently 
searching for the missing torpedo boat, 
appeared in South Korean territorial 
waters. With South Korean air force 
jets and navy ships quickly dispatched 
to the scene, there were a few moments 
of tense possible confrontation, but in 
response to signals from the South Ko- 
rean vessels the Chinese ships left the 
scene. 

In Peking, where a Foreign Ministry 
statement readily admitted that 
Chinese vessels had “inadvertently en- 
tered South Korean waters," the reac- 
tion was unusually conciliatory and 
forthcoming. “As soon as they found 
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this, they left the above waters on their 
own. No incident took place. We re- 
quest the South Koreag side to assist in 
returning in an ое way the 
boat and all its crew members to our 
side as soon as possible,” the statement 
said. 

In order to resolve the possible prob- 
lems arising from the incident, unoffi- 
cial contacts were made on China'$ini- 
tiative in Hongkong between Xifshua 
representatives, the official Chimese 
newsagency, and South Korean consu- 
lar officials in what South Korean 
sources see as a important precedent in 
their relations. China was apparently 
prepared to ignore any objections from 
its ally, North Korea 

The position of Seoul, which has'full 
relations with the Kuomintang in 
Taiwan, was no less difficult. Saying 


TORPEDO-BO/f 


T5 torpedo-boat incident Was re- 
.. W solved on 26 March when a senior 
‘Xinhua official handed the’ South 
- Korean consul-general іп H ong 
an official memorandum formally 
apologising for the violation of South 
Korean territorial waters? The 
memorandum has not yet beéh pub- 
lished in full by either side; buton the 
same day passages were quoted in a 
South Korean Foreign istry 
statement, apparently with Peking’s 
consent. RAS 
According to the South Korean 
statement, China pledged to fifake ef- 
forts to prevent the recurfénce of 
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`` such an indident in 
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appreciatión fòr 
th archi uds 
"Republic of Koréa 
to return the tót- 
pedo boaf?and its 
` crew at an early 
date.” Referring to 
‘South Korea by its 
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that a mutiny had erupted on the 
Chinese vessel over political defection 
to Taiwan, the South Korean Foreign 
Ministry expressed the hope that the 
“desire [of the crewmen] to defect will 


come true as soon as possible.” But 
Seoul’s position became evident 


shortly afterwards when the Taiwan 






{а withthe "delegated аһы" 
“Ше ен Ministry in Feli 
“Peking Fag aE гаи 
4 int a 

= бет was declared to be 


ftare by the publicity South 
Korea has given to the hand-over of 
¿the memorandum in Hongkong. 


Доп acted as an intermediary virtu- 
¿ally until the final denouement. This 
„time Washington backed out as soon 
(AS contacts were established in 
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military attaché was refused permis- 
sion to talk to the crew who were being 
held at a tourist hotel in Kunsan. 
Taiwanese Ambassador Hsueh Yu-chi, 


returning from holiday in Taipei, ex- | 


pressed "concern" over their fate dur- 
ing his visit to the Foreign Ministry. 


of the crew seeking political asylum, 
South Korea insisted — 


" 


| gnoring earlier reports of members 


"somewhat 
too hastily," remarked one diplomat - 
that the shootout resulted from a case 
of “insubordination” and lack of mili- 
tary discipline rather than any clear 
political motivation. Seoul barely tried 
to disguise its readiness to close the 
matter if Peking made a public apology 
for the intrusion of the three naval 
ships. According to officials in Seoul, 
the South Koreans wanted this to be in 
the form of a note to be handed to its 
representative in Hongkong and pub- 
lished in the Chinese press. As was the 
case in 1983 over the hijacked plane, 
such a document would clearly refer to 
Seoul by its official name of the Re- 
public of Korea. In the event, Seoul got 
a lot, if not all, of what it aimed at. 
Perhaps much more important than 
the question of wording, was almost 
certainly Seoul's wish to use the latest 
incident to keep open a channel of con- 
tinuous dialogue with Peking through 
the Hongkong contact. Matters they 
would like to discuss are not only dip- 
lomatic , such as North-South Korean 
detente, but growing trade (page 54) 
and sports links — always remember- 
ing South Korea's overriding interest 
in gathering support for the Seoul 
Olympie:Games in 1988. The South 
Koreans will be basing their right to a 
continuing dialogue on a May 1983 
memorandum signed between the two 
countries after the jet hijack express- 
ing "their hopeto maintain the spirit of 
cooperation in future cases of 
emergency which may involve the two 
sides.” п 








AUSTRALIA 


Freeze on 
foreigners 


Canberra puts the 
lid on overseas 
student enrolment 


By Hamish McDonald in itin. 


he Australian Government has d« 
cided to freeze the numbers of 


foreign students entering Australian 
tertiary educational institutions, and 
at the same time has declared that it 
will sharply reduce subsidies to 


foreign students' educational costs 
Overseas students, who come mostly 


from Southeast Asia and the Pacific. 
face sharp increases in their annual 
fees for 1986-87, but will still not have 
to pay anything like the full cost of 
their courses. Student numbers will be 
frozen at present levels irrently 
about 10,800 at universities and som« 
7,600 at tertiary colleges and second 
ary schools unless individual in 
stitutions decide to open extr places 


in specialist courses at full co 

If the institutions prove unwilling to 
take up the entrepreneurial ch 
the proportion of foreign students re- 


illenge 


ceiving Australian tertiary education 
will remain at its current 4 r so in 
the short term, and then decline from 
this not-so-high level specially by 
West European standards verall 


enrolments rise 
The policy represents an attempt to 





reconcile several conflicting pressures 
on the education system which, at ter- 
tiary level, is largely funded and run by 
| the federal government and at second- 
| ary level, by state governmer As 
such, it makes minor adjustments to 
thestatus quo and with out tougher fol- 
low-up decisions in coming years 
could strangle moves to orient higher 
education towards the region 
The government of Prime Minister 
Bob Hawke has had several months to 
weigh the widely divergent advice of 


two special committees set up to study 
the question. One, led by prominent 
businessman Sir Gordon J son, 
studied student admissions 


in the con 


text of aid policy, and the other — led 
by Macquarie University law professor 
John Goldring centred on the 





foreign-student policy itself 

The Jackson committee 
mended that “education should be 
garded as an export industry in which 
institutions are encoura 
for funds." Subsidisation of pr 
non-scholarship foreigr students 
should be progressively withdraw 
over coming years, with the sa 
going to scholarships for students 
disadvantaged backgrounds, the con 
mittee said. It added that institutior 


ged to compett 


Ings 


gulated system, as recom- 
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foreign scholars as they wished. 

Goldring's committee favoured ad- 
justments to the existing system, with 
students. paying no more than 40% of 
the cost of their education — and 
no charges for postgraduate students. 

The committee pointed out that the 
majority of private students came from 
families of modest means by Austra- 
lian standards, and that the "rich- 
Chinese-family" stereotype was wrong 
in most cases. It also favoured spread- 
ing students more evenly among in- 
stitutions to avoid concentrations that 
have led to a racist backlash. 

Hawke has leaned mostly towards 
the Goldring line, though the policy 
could emerge as a transi- 
tional one towards a dere- 
mended by the Jackson 
panel. 

Clearly paramount in 
government thinking has 
been the growing demand 
by Australians for places at 
the 19 universities and 33 
colleges of advanced educa- 
tion (offering vocational de- 
gree courses) which, under 
the country's British-style 
system, are all state-run. 

Between 5,000 and 
10,000 young Astrahani 
currently leave school with 
formal qualifications to 
enter university but cannot 
gain places in admissiors quotas. In 
addition, many of the successful matri- 
culants cannot get into their course of 
first or even second choice. This has led 
to some resentment of foreign stu- 
dents, expressed in racist graffiti and 
harassment at some campuses. 

Although Australian students pay 
no fees, the fact that foreign students 
currently pay only about 25% of the es- 
timated cost of providing their courses 
has led to charges that foreigners are 
being subsidised for places that right- 
fully belong to Australian children. 


H ere another domestic political con- | 


sideration enters the argument. 
The largesse of the former Gough Whit- 
lam government in abolishing universi- 
ty fees in 1973 has been bitterly regret- 
ted by successor governments wrestling 
with high budget deficits, especially 


since surveys uniformly show that the | 


bulk of university places go to the 
offspring of more privileged families. 

The present Labor government is 
now weighing re-introduction of fees 
as part of its attempt to cut its budget 
deficit next year below the 1984-85 
projection of A$6.7 billion (US$4.7 bil- 
lion). A lift in the overseas-student 
charge will help prepare the political 
ground. 

The increased foreign-student 
charge in itself will not dent the deficit 
much. Next year, students will pay be- 
tween A$3,500 and A$4,340 depending 
on their courses — an increase of about 
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this year. The ice d of costs paid 
by the students will rise from about 


25% to 35% and a further increase in 
1987 will take it to 45%. 

Overall numbers will be kept at pre- 
sent levels, and admissions of new stu- 
dents will also be frozen. Foreign-stu- 
dent enrolments will be limited to 10% 

| at any one institution and 20% in any 
one course. Within the overall quota, 
specific country quotas will be set by 
the minister of foreign affairs. 

The higher fees will cause some 
| hardship to existing students, many of 
| whom already need to work the 20 
hours a week in 
part-time jobs al- 
= lowed under their 
student visa. “I 
think there will be 
fewer students who 
can come,” Goldring 
said, adding: “I 
think there could be 
some who [will] 





have to discontinue.” Some foreign 
students talked of refusing to pay fees 
this year in protest, but this idea is 
being dropped after warnings of de- 
portation by the Immigration Depart- 
ment, according to overseas-student 
representative Steven Gan at the Uni- 
| versity of New South Wales. 

It is also pointed out that the: mea- 
sures to spread students around cam- 
puses may not work. Two universities 
— New South Wales and Monash — 
with foreign student enrolments at 
about 15% of the total and concentra- 
tions above 20% in some courses, will 
be required to progressively: reduce 
these levels. But no requirement is 
placed on other institutions with much 
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Whitlam; Sydney University: need to кро. 


Бен ез the ceiling will 


` Gol g 
Ыы: 5ргеаа,руеп though his com- 
mittee did recommend a 5% minimum 


“I think the fact that there are ceilings 
will have that effect,” he said. “People 
will be starting to look at other institu- 
tions; to the other universities and col- 
leges of advanced education. Institu- 
tions such as Sydney University will 
have to abandon their tight policies.” 

To the regret of Australian National 
University economist Peter McCawley 
and others who see a strong develop- 
ment-aid objective in the foreign-stu- 
dent programme, the government has 
shied away from tack#ng the controv- 
ersial weighting in the system enjoyed 
by Malaysia, which supplies 57% of 
the entire foreign-student enrolment 
here — though a more proportionate 
number of the 1,705 students fully 
sponsored by the Australian Govern- 
ment under its aid budget. 

Malaysians gained this predomi- 
nance in an unplanned way before 
quotas were introduced in the 1970s, 
chiefly as a result of proximity and 
British Commonwealth 
ties. With the tightening 
of Kuala Lumpur's poli- 
cies to favour ethnic 
Malay students in local 
universities, Australian 
institutions have pro- 
vided an alternative for 
those non-Malays deni- 
ed places at home, espe- 
cially for Chinese and 
Indians of | modest 
means. About 8095 of 
Malaysians students in 
Australia are non- 
Malay. 

“I would hope that 
this strong preference 


for Malaysians will 
slowly change," Mc- 
Cawley said. “I don't see 


it as in Australia’s in- 
terests and I don’t think 
it fair to other deve- 
loping countries, Why 
should a Malaysian stu- 
dent get preference over 
a poor student from 
Java or Bangladesh? 
Malaysia does not call 
the shots in Asean — why should it 
take places that could go to Thailand, 
the Philippines or Indonesia?” 

Hawke treated this question rather 
more gingerly, no doubt mindful of 
how Britain's decision to charge full- 
cost student fees in 1980 led to a “buy 
British last” campaign by Malaysia, 
and of how an Australian row with 
Singapore over aviation access led to a 
full-scale show of strength by Asean on 
Singapore's side. Australian officials 
were aware that access for Malaysian 
students provided a safety valve in Ma- 
laysia's policy - favouring ethnic 
Malays, and a cause on which Kuala 
Lumpur could win points with its 
Chinese population. © |. п 





4 APRIL 1985 ө РАЙ EASTERN ECONOMIC REVIEW 





“To blend the separate parts into perfect harmony.’ 
Antal Dorati and his Rolex have much in common. 


Antal Dorati is Conductor 
Laureate of the Royal Philhar- 
monic Orchestra in London, 
as well as the Detroit Symphony 
Orchestra, and the Stockholm 
Philharmonic. 

Over the years, Dorati has 
gained an enviable international 
reputation, holding appoint- 
ments with most of the great 
orchestras: the BBC Symphony, 
the London Symphony, the 
Concertgebouw Orchestra of 
Amsterdam, the Berlin Philhar- 
monic Orchestra and the Cleve- 
land, Chicago and Philadelphia 
Orchestras in the United States. 


Despite his energetic pro- 


gramme ol international engage- 


ments, Dorati regards his work 
as composer as important as 
[ onducting. 

“The art of the composer, as 
that of the conductor, is first of 
all an emotional process, says 
Dorati. "Then comes, in each 
of them, the blending of the 
separate parts into an insepar 
able whole and making them 
function together in pertect 
harmony. 

Which is exactly the kind of 
problem Rolex craftsmen under 
stand well. 


Like all Rok 


vhicl 


has a case v IC 
from a single piece 
takes 162 separate 
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meters, Antal Dorati 


Screws down on to 


prov iding a totalh 
waterprool seal 
[nside, the 
movement functio 
and reliably. AI pa 
into perfect harmor 
Whi h is У hy 
probably appret 1 
ates his Rolex mor 


than most. 
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RICSSON HAS THE POWER TO PREVENT 
70% OF YOUR COMPUTER MALFUNCTIONS 


Research has shown that most day-to-day interruptions to computer operation can be prevente 
because they are not the fault of the computer. 

Malfunctions that waste time and cause inaccuracies, like loss of screen information, 
incorrect file transfer, or interrupted communications, whether in personal computers or 
mainframes, are frequently caused by normal disturbances in the mains power suppl 

As more and more electronic devices draw power from the mains network, which was never 
designed to supply the stable quality of power they need, computer-dependent companies are 
increasingly vulnerable. 

Today a regulated quality power supply can be guaranteed economically, quickly and easily 
by installing an Eripower® power conditioning unit between the mains power, and your 
computer or other electronic systems. 

Eripower has previously been available only to national telecommunications administrations, 
to whom the Ericsson Group is the second largest equipment supplier in 
the world. 

Now that Ericsson is also a major manufacturer of computers and 
electronic office automation products, Eripower has been adapted, to the 
same exacting standards, for industrial and business use. 

Ericsson operates throughout the Far East and in more than 100 other THE SNAKE IN Thr 
countries worldwide. Send the coupon to your local Ericsson office, and ANDTHE 
well send you the full story about the hidden dangers of the mains power 
supply and how to prevent them. You cannot afford to ignore them. 


Ericsson Telephone Corporation Far East AB, : 

PO Box 824, Bangkok, Thailand PLEASE SEND ME THE FULL STORY 

Telephone (02) 2518191. Telex 82543 ERITHAI TH ABOUT THE HIDDEN DANGERS OF MAINS 
Ericsson Telecommunications SDN BHD, POWER DISTURBANCES AND HOW TO PREVENT 
eg Sand i on So THEM REACHING MY ELECTRONIC EQUIPMENT 


elephone (03) 424 438. Telex ECMG MA 31576 

Communication Services PTE Ltd, NAME 
PO Box 128, Geylang Post Office, Singapore, Singapore С 
Telephone 747 5588. Telex COMSERV RS 24411. TITLE 


РТ. Erindo Utama, COMPANY 
PO Box 2443, Jakarta, Indonesia. ө 
ADDRESS 





Telecommunications & Computer Technologies, Inc, 

MCC PO Box 1159, Makati 3117, Metro Manila, Philippines. 

Telephone 815 0455. Telex 63578 TELCT PN 

Ericsson Communications (Hong Kong) Ltd, Е 

PO Box GPO 13487, Hong Kong. TELEPHONE... — . TELEX. —— 
Telephone 5-756640. Telex 60390 ERIHX HX 


Ericsson Power Systems, THE P OWER TO SOLVE YOUR P ROBLEMS 


A Division of RIFA AB, Business Power Supply, 


$-163 81 Stockholm, Sweden. = RICSSON A 


Telephone 4-46 (0) 8-719 00 00, Telex 14910 ERIC S. 


This information is subject to change without notice and should not be construed as a commitment by Ericsson Power Systems. Eripower is a registered trade mark of THefor 
Stockholm, Sweden. Copyright 1984 Telefonaktiebolaget LM Ericsson, Stockholm, Sweden. All rights reserved 





Fly at full stretch! 


Now jet your way, cosy and comfortable, in one of our 
new stretched first class seats — the sleeperettes of 
Kuwait Airways on Boeing 747s will get you fresh to 
your destination. 


KUWAIT AIRWAYS 


Where east meets west 
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St Asian 


Washington is warning Peking that improved Sino-Soviet 
ties could slow technology transfer from the US to China 


By Nayan Chanda in Washington 


hile nobody expects a dramatic 

improvement in Sino-Soviet rela- 
tions — which could subsequently 
upset the Umjted States' informal 
strategic cooperation with China — re- 
cent warming relations between Mos- 
cow and Peking have raised questions 
about the limits of such cooperation. 
The fact that the Chinese and Soviet 
communist parties have come closer to 
re-establishing ties (REVIEW, 28 Mar.) 
— evidenced during the succession 
ceremony of Soviet party chairman 
Mikhail Gorbachov — has surprised 
Washington and raised mild concern. 

Officially, Washington has said it 
does not fear improvement in Sino- 
Soviet relations because the US itself 
is exploring the possibility of improv- 
ing its relations with Moscow. Most 
senior US policymakers believe that 
the Sino-Soviet chasm is too deep to be 
bridged by a few exchanges of visits 
and friendly messages. But there is an 
undercurrent of anxiety that even the 
appearance of an improvement in 
Sino-Soviet relations may weaken the 
domestic US consensus for aiding 
China. 

Senior US officials have gently re- 
minded China that closer economic 
and technological ties with the Soviet 
Union might pose problems for US 
technology transfer to China. Wash- 
ington has also signalled to Peking its 
surprise at China's apparently soften- 
ed posture on international issues 
such as Afghanistan and Cambodia, 
countries which the Soviets and their 
ally Vietnam, respectively, have in- 
vaded. 

The US has informed China that 
while it was at liberty to conclude 
whatever agreement it wanted with 
another country, Washington feared 
that steps such as the setting up of a 
joint scientific and technological com- 
mission with the Soviet Union — an- 
nounced during Soviet First Deputy 
Premier Ivan Arkhipov's visit to China 
in December 1984 — could complicate 
US technology transfer to China, well- 
placed sources told the Review. Con- 
gressional leaders may oppose liberal 
transfer of dual-use technology to 
China on the grounds that, in the con- 
text of improving Sino-Soviet rela- 
tions, they may end up in the Soviet 
Union. China reportedly has assured 
Washington that it is fully aware of the 
problem. 

In their recent meeting with senior 
US officials such as Assistant Secre- 
tary of State for East Asia and the 
Pacific Paul Wolfowitz and Under- 
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Secretary of State for Political Affairs 
Michael Armacost, the Chinese have 
reportedly taken great pains to em- 
phasise that they have not relented on 
their three pre-conditions for a full 
normalisation of relations with the 
Soviet Union. The three obstacles, 
raised by China since 1979, 
are the Soviet military con- 
centration along the Chi- 
nese border, its occupation 
of Afghanistan and sup- 
port for the Vietnamese oc- 
cupation of Cambodia. 

US officials have ex- 
pressed disappointment 





that China remained silent during the 
fifth anniversary of the Soviet inva- 
sion of Afghanistan (REVIEW, 14 Маг.). 
They have also conveyed the concern 
of Asean countries that despite its 
previous promise, Peking failed to 
"teach Vietnam a second lesson" after 
Hanoi's forces recently overran all the 
Khmer resistance bases along the Thai 
border. 


Cur officials have responded to 
such concerns by saying that the si- 
lence on Afghanistan in December was 
only a diplomatic gesture as Arkhipov 
was about to visit China. Since 
January, the Chinese media has step- 
ped up its attacks on the Soviet occu- 
pation of Afghanistan, they pointed 
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out. Chinese officials also refuted the — 
worry over Chinese inaction against 


Vietnam, by claiming that its forces 
have been engaged in ground opera- 
tions and have shelled the Vietnamese, 
but have chosen not to publicise the 
fact. 

US officials do not seem to find the 
Chinese explanations fully convineing 
because the Chinese media criticism of 
Moscow came as a response to attacks 
on China by the Afghan press. US in- 
telligence monitoring also does not 
confirm the Chinese claim of heavy en- 
gagements along the Vietnamese bor- 
der. And even if the Chinese were 
doing something serious, said one ad- 
ministration source, it does not make 

sense to be so coy 
i about publicising it. 

ё Sources believe that 

China's low-key re- 

sponse was not be- 


posture, but was due to: 
a practical considera- 
tion of the cost in- 
volved in a “second 


ble ineffectiveness of 
such an action on the 
military situation in 
Cambodia. Whatever 
the Chinese motives, 
US analysts note the 
moderation in China's 
public pronounce- 
ments on Cambodia — the latest 
manifestation of which was Presi- 
dent Li Xiannian's low-key re- 
marks in Bangkok — and wonder 
what effect it would have on the 
public perception of China's com- 
mitment against hegemony. 

It is China's tough anti-Soviet 
posture that has mollified hard- 


and helped build a consensus for 
helping China to modernise. 

Although both sides demon- 
strate a quiet confidence about 
the Sino-US relationship, there 
are some points of friction. While 
the US has condemned China for 
failing to respect their grain- 
import agreement, Peking has 
sharply criticised Washington for 
its restrictive textiles quota. China has 
also expressed dissatisfaction with the 
Washington administration's criticism 
of China's population-control policies 
and criticised US policies in different 
parts of the world, including New Zea- 
land. 

The US administration has inten- 
sified efforts to conclude the Nuclear 
Cooperation Agreement that President 
Ronald Reagan initialled in Peking last 
April, but which was stymied by con- 
gressional opposition. 

Rather than face a storm of criticism 
from an unholy alliance of non-prolif- 
eration advocate liberals and anti-Pe- 
king conservatives, the administration 
chose not to present the bill to congress. 

Two main stumbling blocks with the 
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of the draft itself and lack of satisfac- 
tory assurances that China is not in- 
volved in any effort by Pakistan to pro- 
duce nuclear weapons. 

But all these issues do not seem to 
have affected the broad range of co- 
operation between the two countries. 
In 1984, Sino-US trade rose 37% to a 
record US$6.1 billion. Despite the tex- 
tiles quota, China has managed to in- 
crease its exports by switching to 
higher-value items as well as to non- 
quota items. 

A major sweetener in the relation- 
ship has been the liberalisation of ex- 
port control for items of dual civilian 
and military use and the desire of the 
US to help China modernise its mili- 
tary machine. The US, in turn, con- 
tinues to enjoy quiet Chinese coopera- 
tion in intelligence gathering about the 
Soviet Union — currently Washington 
uses 12 listening posts on Chinese ter- 
ritory to monitor Soviet military deve- 
lopment — and parallel Chinese effort 
to bleed the Soviets by suppling arms 
to resistance forces in in Afghanistan 
and Cambodia. 

Since the liberalisation of export 
control on dual-use technology to 
China in late 1983, there has been a 
dramatic increase in the sale of mili- 
tary-related technology to China — 
US$2 billion last year compared with 
US$932 million in 1983. A senior de- 
fence official pointed to the liberal 
technology transfer policy of the 
Reagan administration as one of the 
principal reasons behind a healthy re- 
lationship with China. He pointed out 
that unlike former president Jimmy 
Carter's administration, Reagan offi- 
cials do not talk of a “strategic re- 
lationship,” with China but are taking 
practical steps to help China improve 
its defences against the Soviet Union. 
“The talk of strategic relationship gen- 
erated high expectations,” another de- 
fence official said. “While the Ameri- 
cans were thinking of trucks and Jeeps, 
the Chinese thought of missiles.” That 
gap in perceptions has been steadily 
narrowed since November 1983 when 
China was placed in a category of 
friendly countries for purposes of ex- 
port control. 


n 1984, five Chinese military delega- 

tions were hosted by the US Defence 
Department in addition to a number of 
visits by Chinese military procurement 
agencies. “We have gone beyond the 
wish-list relationship,” another offi- 
cial said. A defence official said: “We 
are now able to focus on discussing 
specific things.” 

Late last year, three separate US 
teams visited China to consider an 
agreement on transfer of technology 
for the improved anti-tank TOW mis- 
sile, artillery-shell manufacturing and 
avionics for China’s top-line intercep- 
tor aircraft. During his trip to China in 
January, Gen. John Vessey, the chair- 
man of the US Joint Chiefs of Staff, 
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Some US officials express doubt 
that China will agree to buy the whole 
TOW package at a relatively high 
price, but Defence Department offi- 
cials are said to be determined not to 
get into any piecemeal agreement 
which would allow the Chinese to buy 
some TOW technology to upgrade its 
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mem? wishing to keep control of the full 


production process. As well as ad- 
vanced avionics for Chinese aircraft, 
the US is also prepared to sell the tech- 
nology for sonar anti-submarine war- 
fare equipment, Mark-46 torpedoes, 
Phalanx radar-controlled Gatling 
guns and General Electric LM2500 gas 
turbine engines to the Chinese navy. 
Although the talks on these sales are 
still at the exploratory level, they are 
producing some rumblings from Asean 





CAMBODIA 


Secretive shake-up 


Deciphering of press reports indicates extensive 
changes in the Phnom Penh leadership 


By Paul Quinn-Judge in Bangkok 


hile most foreign observers’ at- 

tention has been concentrated on 
the Thai-Cambodian border for the 
past few months, the leadership in 
Phnom Penh has undergone extensive 
changes, with new faces appearing in 
the second echelon of both party and 
government. 

The changes in the Khmer People's 
Revolutionary Party (KPRP) took 
place shortly before the dry-season of- 
fensive was launched. A national 
meeting of party cadres, held in Phnom 
Penh on 2-9 November, elected an ad- 
ditional eight members to the 17- 
member party central committee. 
Three of the 17 members had originally 
been alternate, or non-voting, mem- 
bers, but had been promoted without 
announcement sometime during 1984. 
The death of prime minister Chan Sy 
late in December reduced the central 
committee's number by one. 

True to the tradition of revolution- 
ary secrecy, the new members' names 
were not revealed for several months. 
So far, only five of the eight have been 
identified by analysts through careful 
reading in press descriptions of official 
ceremonies. The five are: 

» Minister of Information and Culture 
Chheng Phon (born 1934). 

» Mean Sam An, the 29 year-old head 
of the Women's Association. 

» Tea Benh, aged 40, who was a dep- 
uty minister of defence and vice—chief 
of staff and has since been promoted to 
head the Ministry of Transport and 
Communications. 

» Sar Kheng, once private secretary to 
Pen Sovan when he was prime minis- 
ter, and now described only as acting 
cabinet chief of the central committee 
office. 

» Nay Pena, who in late February was 
promoted again to full central commit- 
tee membership. 

Mean Sam An becomes the second 
woman in the central committee. The 
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PRK leader Heng Samrin: extensive changes. 


other, Men Sam On, is three years older 
and runs the important party commis- 
sion for propaganda and education, 
originally headed by Bou Thong, one of 
the most senior politburo members. At 
about the beginning of last year she 
was upgraded from alternate- to full- 
member status on the central commit- 
tee. Both women have Khmer Rouge 
backgrounds. 

So does Tea Benh, who seems to be- 
long to the small but influential group 
of former Khmer Rouge cadres from 
the southwestern zone who revolted 
against — or at least abandoned — Pol 
Pot in early 1974. The most prominent 
member of this group is Say 
Phouthong, the oldest (born 1925) and 
arguably the most influential member 
of the politburo. His Party Organisa- 
tion Commission seems to have consi- 
derable say in the nomination of key 
staff for both provincial and central 
government administrations. His own 
lack of government position — less a 
sign of weakness in Indochinese com- 
munist systems than of real political 
power — makes him a discreet figure in 
Cambodian political life. His few pub- 


o LLLLLLLA c SEES с od 


4 APRIL 1885 e FAR EASTERN ECONOMIC REVIEW 


countries and conservatives in the US. 
In a recent study released by the con- 
servative Heritage Foundation think- 
tank, analysts argued that while such 
equipment will do little to affect 
China’s ability to counter the Soviet 
Union, it will significantly increase its 
potential threat to Taiwan and Asean. 
The study particularly singled out gas- 
turbine engines as of special concern to 
Asean because it would enable China 
to build larger and more powerful war- 
ships and “allow Peking to enforce 





cri in Eh iri 
militarily its claim to the Spratly is- 
lands and other South China sea is- 
lands groups.” , 
Asked to comment on the criticism, a 
State Department official told the 
REVIEW that a commercial licence to 


sell the LM2500 engine was granted to 


General Electric several years ago but | 


no agreement has yet been concluded. 
In any case, he said, the engine “would 
not in our judgment contribute sig- 
nificantly to China’s power projec- 
tion.” 





lic appearances are usually at politi- 
cally significant events in the People’s 
Republic of Kampuchea’s (PRK) poli- 
tical calendar. 

At least one of the new central com- 
mittee members, Chheng Phon, has lit- 
tle or no political antecedents. His offi- 
cial biography describes him as a pro- 
fessor at Phnom Penh's School of Fine 
Arts. No mention is made of his joining 
the Khmer Rouge, and during the Pol 
Pot years he is described simply as 
having done “very heavy labour." 

Omissions from the promotion list 
are also interesting. Several of the old 
guard have once again been passed 
over. The most prominent of these is 
Keo Chanda, currently the party chief 
and mayor of Phnom Penh. By analogy 
with Vietnam either post would merit a 
position on the central committee — if 
not the politburo — but his star has ap- 
parently long been on the descendent. 

In the PRK's early days, the Viet- 
namese-trained Chanda, who like 
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many of his colleagues went to Viet- 
nam after the 1954 Geneva Agreement 
where he spent the next 16 years, was 
minister of culture and among the 
leadership’s inner circle. But in June 
1981 he was shifted to the Industry 
portfolio, a clear demotion in an ag- 
ricultural society, and seemed to slip 
further when Pen Sovan was removed 
as party chief that December. Many 
reasons were offered, informally and 
probably quite subjectively, for 
Chanda’s slide from power. Vietnam- 
ese advisers mentioned corruption; 
others suggested that he was anti-Viet- 
namese; his reportedly flamboyant 
lifestyle may not have helped. 
According to one line of speculation 
in Phnom Penh, Chanda may have 
managed to retain what remains of his 
power thanks to the protection of the 


Chan Sy. Now that Chan Sy is dead | 


there are rumours that Chanda will 

soon be shifted to head the province of 

Kompong Chhnang, falling further. 
Taing Sarim, another Hanoi-trained 


veteran of the war against the French, | 
has also been passed over. Until the | 


latest government changes Sarim, as 
minister of trade, was in charge of one 
of the largest government depart- 
ments. Hints of corruption, once again 
emanating in the past from Vietnamese 
sources, may also have impeded 
Sarim's further rise. 

Sarim's career may have taken 
another turn for the worse in the latest 


ministerial reshuffle announced at the | 


beginning of March. The old trade 


ministry has been cut in two, and the | 


bulk of it — the newly created Ministry 
of Local and Foreign Trade — is put 
under the control of Chan Phin, a 
member of the central committee sec- 
retariat and finance minister. Another 
Khmer who went to Hanoi in 1954 and 
took part in thé war against the 
French, Chan Phin is one of the few 
trained economists in the Phnom Penh 
government, Sarim is left with the still 
important Ministry for Economic and 
Cultural Cooperation with Foreign 
Countries. 

During the same round of ministe- 
rial changes it was announced that Tea 
Benh would take over the Ministry of 
Transport, Communications and Posts 
from Khun Chhy, who has been shifted 
to the nebulous position of minister- 
designate to the council of ministers. 
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MALAYSIA 


Pas lawyer 
arrested under 
security act 


The government moves 
against a Parti Islam activist 
following by-election violence 


By Suhaini Aznam in Kuala Lumpur 
0: the evening of 14 March, 40- 
year-old lawyer Suhaimi Said 
went to his office in the small town of 
Temerloh, Pahang, to complete some 
unfinished work. His wife waited up 
for him, then gave up and went to 
sleep. Suhaimi did not return home 

Two days later, Deputy Prime Minis- 
ter Datuk Musa Hitam confirmed that 
Suhaimi had been detained under Ma- 
laysia’s Internal Security Act (ISA), 
under which anyone can be held with- 
out charges or a trial if suspected of 
either organised violence or acts “pre- 
judicial to the security” of the state 
Detention can last for two years and is 
renewable every two years, indefi- 
nitely 

Suhaimi is a legal adviser to the op- 
position Parti Islam (Pas) and a known 
party activist. Within Pas circles, he 
has a reputation for being a tough 24- 
hour worker for the cause. His reputed 
skills as an orator also make him a 
crowd-puller at Pas rallies 

Early on the morning after his deten- 
tion, police paid a surprise visit to 
Suhaimi's office, ransacked the place 
and confiscated some documents be- 
lieved to be Suhaimi's reports to Pas on 
violence at a Malay land-resettlement 
scheme during a recent by-election 
Three publications, comprising writ- 
ten and pictorial accounts of the fight- 
ing, have been banned, as has a video- 
tape of the funeral of Pas strong-arm 
man Othman Talib — the only person 
killed in the fighting 

Police said Suhaimi was arrested for 
actions which they felt could “split the 
country’s Malay and Muslim commu- 
nity” and “threaten public order and 
national security.” Musa added that 
Suhaimi would be interrogated for the 
60 days allowed under the ISA beforea 
detention order has to be served on 
him. 

A legacy of emergency rule imposed 
by the British during then Malaya's 12- 
year struggle against communist in- 
surgents, the ISA comes under the pur- 
view of the Home Ministry which Musa 
heads. Despite steady opposition at 
home and abroad, the Malaysian Gov- 
ernment maintains its necessity in the 
context of a perceived continued 
though diminished communist 
threat and the sensitivities of this 
multi-racial country. Similar legisla- 
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tion exists and is used in Singapore. 

Its critics say the ISA is sometimes 
used as a convenient government in- 
strument for temporarily silencing 
those it sees as threatening its image or 
policies. Indeed, the ISA has been 
applied in a variety of circumstances 
and against a wide assortment of of- 
fenders. Among them: university lec- 
turer Syed Husin Ali after widespread 
student demonstrations in 1974; prom- 
inent journalists Samad Ismail and Sa- 
mani Amin for alleged propagation of 
communist ideology in 1976; 13 uni- 
onists and airline employees involved 
in a Malaysian Airline System dispute 
in 1979, and top-level government 
leaders such as former deputy minister 
of labour and manpower Abdullah 
Majid and former deputy minister in 
the Prime Minister's Department 
Datuk Abdullah Ahmad — also for al- 
leged communist leanings — in 1976. 

Pas concluded that in Suhaimi's 
case, the government judged his ac- 
tivities as agitating Malay-Muslim 
sentiments against the government. As 
the Pas election officer in charge of the 
controversial area, Suhaimi had 
drawn up and circulated a report on 
what has come to be known as the 
Lubuk Merbau incident. Lubuk Mer- 
bau is the land-resettlement scheme 
where fighting between Pas supporters 
and supporters of the United Malays 
National Organisation (Umno), the do- 
minant party in the ruling National 
Front coalition, resulted in one death 
and several injured in the run-up to the 
by-election in Padang Terap, Kedah, 
on 19 February (REVIEW, 31 Jan.). 

The fighting at Lubuk Merbau was 
uncharacteristic of Malaysian elec- 
tions which as a rule are peaceful. But 
the area itself was atypical for having 
more than its share of “samseng” 
(hooligans or toughs) as one Kedah 
Umno election organiser put it, and 
was thus fertile ground for the parties 
to come to blows. 

After two incidents of skirmishes 
and heckling and another where the 
fighting broke out, complete with 
stone-throwing and smashed wind- 
screens, police banned night cam- 
paigning at Lubuk Merbau. Pas, how- 
ever, continued to draw the settlers by 
campaigning immediately outside the 
land scheme. 


E schemes are traditional Umno 
strongholds, the settlers allegedly 
having first been screened for party af- 
filiation. Resettlement applications 
from party loyalists and their families 
are supposedly given priority. 

But Pas had evidently managed to 
drive in the wedge of opposition sup- 
port in Lubuk Merbau — enough to 
justify its setting up a branch, for 
which the Pas party constitution re- 
quires at least 25 members. The fanfare 
show of support for Pas further 
angered Umno supporters, setting the 
scene for provocation. 

In the end, the two rival champions 
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of Malay-Muslim interests came to 
blows not over issués of Islam or rural 
poverty but over esuperficial party 
symbols. The poster war between the 
two parties, a symbolic show of 
strength to muster support, became the 
rallying point in an otherwise unspec- 
tacular by-election. 

On the eve of the polling, several 
Umno youths allegedly attacked two 
Pas workers who had been guarding 
the posters that afternoon. As other 
Pas members rushed to aid them, 
stones, iron pipes and broken bottles 
flew. In the chaos, Pas stalwart 
Othman was seriously injured. He died 
in hospital the following morning. 

Othman's death made him some- 
thing of a martyr. Pas leaders called his 
a "syahid" death — dying for the cause 
of Islam. Pas members filmed his fun- 
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eral and copies of the videotape were 
sold. Booklets on the incident were 
prepared and distributed, including 
those compiled by Suhaimi. However, 
Pas as a party disclaims all responsi- 
bility for their circulation, which it 
says was done by individual party 
members in their personal capacity. 

The government's anxiety was 
heightened when these pamphlets 
reached Malaysian students in Britain. 
Their speedy circulation apparently 
prompted Agriculture Minister Anwar 
Ibrahim, the Umno youth chief who 
himself once was a stuglent leader and 
ISA detainee, to address students dur- 
ing a recent visit to London in efforts to 
correct any misimpressions. 

Asa precedent in Malaysian by-elec- 
tions, the Lubuk Merbau clashes dem- 
onstrated how high the political stakes 


A margin of surprise 


Ershad's referendum victory was expected, but the astonishing 
electoral turnout is denounced by the opposition as a ‘bad joke’ 


By Salamat Ali and S. Kamaluddin in Dhaka 


i n the quest for legitimising his 
rule, President H. M. Ershad of 
Bangladesh has won the referendum of 
21 March, earning himself a mandate 
to rule until elections he has agreed to 
hold under provisions of the suspended 
constitution. Ershad's victory sur- 
prised no one but the overwhelming 
margin in his favour as well as the high 
voter turn-out claimed by the govern- 
ment did, especially since the opposi- 
tion political parties had called for a 
boycott. Moreover, in the run-up to the 
referendum some scare was created by 
random explosions in the country. 

However, neutral observers were as- 
tonished by the results. Votes for Er- 
shad were 9495 of total votes cast and 
voter turnout was said to be about 35 
million or over 72% of the electorate. 

This is a record, for even in the 1970 
elections that led to creation of 
Bangladesh — a benchmark that re- 
mains unsurpassed in terms of genuine 
participation — the voter turnout was 
57%. Foreign correspondents who 
were taken out by helicopters to vari- 
ous points selected by the government 
saw notably moderate attendance at 
polling stations. They were unpre- 
pared for the huge turnout finally 
tabulated by the election commission. 
But, to forestall accusations of rigging, 
Ershad told some visiting reporters 
that perhaps the foreign correspon- 
dents visited those places at the wrong 
time. 

Like his Pakistani counterpart Zia- 
ul Haq, Ershad had an advantage over 
the opposition. Political activities 
were banned and opposition to the re- 
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ferendum specifically prohibited. 
Meanwhile, he himself went around 
the country denouncing the politi- 
cians, emphasising that he made one 
concession after another to the politi- 
cal parties and “they misunderstood 
my goodness as a sign of weakness.” 
But the parallels between Pakistan 
and Bangladesh go only that far. For 
unlike Zia, who gave the electorate the 
choice of either renouncing its religion 
or voting for him, Ershad defined the 
issue as a vote on his own performance. 
He asked for a verdict on his policies, 
his continuance as president and hold- 
ing of elections under the suspended 
constitution. The voters were required 
to put their ballot paper without any 
marking in either the box carrying his 
portrait in army uniform or a black 
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have become and the extent of the ; 


Umno-Pas rivalry today. This 

the argument that the government 
simply locked away an aggravating 
opponent somewhat simplistic, espe- 
cially sirice Pas claims a formidable in- 
crease in support in Pahang. Pas now 
ranks Pahang just below its traditional 
support bases — the predominantly 
Malay 'states of Kelantan, Kuala 
Trengganu, Kedah and Perlis. 

Some observers believe Suhaimi's 
detention could backfire on the gov- 
ernment. With rivalry that keen, Pas is 
ever poised to make political capital of 
any Umno slip&up, whether real or im- 
agined. Suhaimi's detention makes a 
convenient and credible rallying cry 
for Pas to accuse the government of in- 
justice — or in Pas rhetoric, of being 
"an oppressive government." п 


box representing his rejection. No rep- 
resentatives of the political parties or 
other public representatives were pre- 
sent to supervise the process. 

The referendum was hailed by the 
pro-government media as a “massive 
mandate.” Ershad himself described 
the results as a victory for 100 million 
people of Bangladesh against chaos. 
But a press release by Baksal, a 
member of the 15-party alliance, one of 
two opposition party groupings, con- 
gratulated the people for rejecting the 
referendum, declaring that except for 
a few government touts none went to 
vote. The Bangladesh  Nationalist 
Party (BNP) went a step further and 
claimed not even 1% of the electorate 
participated in the referendum and 
also that 7,000 of its activists were ar- 
rested as a prelude to the polling day. 

Such hyperbole notwithstanding, 
martial law in Bangladesh has been far 
less harsh than in Pakistan. Awami 
League leader Sheikh Hasina Wajed, 
who heads the 15-party alliance and the 
BNP's Begum Khalida Zia who heads 
the currently more militant seven- 
party alliance were put under house 
arrest. A large number of other politi- 
cal leaders and workers were sought by 
the police who, however, did not pur- 
sue arrests very vigorously. These 
politicians merely stopped sleeping at 
home which severely curtailed their 
contact with visiting reporters. 

The politicians dismiss the referen- 
düm as an expensive, bad joke that 
would not take Ershad any further 
than where he was when he reimposed 
restrictions on political activity and 
broke off his dialogue with them. They 
believe that military rule can continue 
indefinitely, and that the intelligentsia 
— insulted by the referendum — would 
react more adversely to the continuing 
military rule. They do not agree that 
the referendum has given Ershad an 
opportunity to breathe more freely and 
work up a second wind in his race to 
the declared final goal of democratisa- 
tion of his administration. 
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By Carl Goldstein in Taipei 


R eputed Bamboo Union gang leader 
Chen Chi-li told a Taipei district 
court on 20 February that Taiwan's 
former chief of military intelligence, 
Vice-Adm. Wong Hsi-ling, had or- 
dered him to kill Henry Liu because 
the Chinese-American writer had 
“betrayed his country and sold out 
Taiwan's agents" to Peking. 

And on the opening day of the trial, 
presiding Judge Chao Kung-heng said 
Wong, who was suspended from his 
post and arrested with two other top 
military intelligence officers in mid- 
January, had admitted 
recruiting Chen and 
training him to gather in- 
telligence about main- 
land China in the United 
States. However, the judge 
also said Wong denied he 
ordered Chen to kill Liu, 
author of a critical bio- 
graphy of Taiwan Presi- 
dent Chiang Ching-kuo. 

Chen is on trial for the 
Liu murder along with 
Wu Tun, another alleged 
gang member. A third 
man, Tung Kuei-sen, be- 
lieved to have been in- 
volved in the killing, is 
still at large. 

Since Taipeis admis- 
sion more than two 
months ago that its intel- 
ligence personnel were 
involved in the murder of 
Liu, who was gunned 
down on 15 October in his 
California home, the 
case's political ramifications have 
shaken the government and threatened 
serious damage to the island's unoffi- 
cial, yet crucial, relations with the US. 

A military spokesman said on 24 
March that the three arrested intelli- 
gence officers — Wong, Hu Yi-min and 
Chen Hu-men — all members of the 
Ministry of National Defence Intelli- 
gence Bureau, would be indicted 
within a week, though no date was an- 
nounced. The trial will be in open mili- 
tary court, the spokesman said. He de- 
clined to specify what charges would 
be brought against the three. 

A 22 March United Daily News story 
said Wong told investigators that he 
had decided to use Chen Chi-li and his 
alleged Bamboo Union contacts to 
gather intelligence because Chen was 
politically reliable and patriotic, des- 
pite his criminal record. The article in- 
cluded many other details from Wong's 
testimony which described links be- 
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der to kill? 


A gang leader tells the court he was instructed to] 
writer Henry Liu by the government's intelligence е 
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tween the intelligence agency and Chen 
Chi-li. Yet Wong's denial that he or- 
dered the killing also, was emphasised. 
It is unlikely that the news report could 
have appeared if it was to contradict 
the soon-to-be released indictments. 
The trial of Chen Chi-li and Wu was 
scheduled to resume on 2 April. One 
question in the minds of many obser- 
vers was whether the court would call 
any of the intelligence officers to tes- 
tify. With Chen Chi-liclaiming to have 
been ordered by the intelligence chief 
to carry out the killing and Wong deny- 


s 
Chen and Wu in court: political ramifications. 


ing it, Chao could call for their tes- 
timony. But so far Chao has not indi- 
cated what course he will take 

Another area the court might seek to 
explore is Wong's admission — accord- 
ing to the United Daily News report — 
that he agreed in an August 1984 meet- 
ing with Chen Chi-li that Liu deserved 
to be "taught a lesson.” 

Yet another question awaiting an 
answer is concerned with motive. Ifthe 
court rejects Chen Chi-li's claim that 
he was ordered to plan Liu's demise, 
then why did he and the two others im- 
plicated do it? In the United Daily 
News report, Wong was quoted as 
suggesting that Chen either wanted to 
"gain merit" with the intelligence 
agency, or else sought to force the 
bureau to protect him from arrest in 
the impending anti-gang crackdown 
which Taiwan police had launched in 
November. In the event, Chen was ar- 
rested on the campaign's first day. @ 
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Somare survives — ‘to 
face.succession poser 


By Rowan Callick in Port Moresby 


ichael So- 

mare, prime 
minister of Papua 
New Guinea for 
11 of the past 13 
years, is on the 
verge of naming 
the man likely to 
be his chosen 
successor. Lroni- 
cally, he is only 
in this position 
because he won 
so convincingly 
on 25 March a parliamentary vote of no 
confidence against him. 

Paias Wingti, a 34-year-old Western 
Highlander who moved straight from 
student politics into parliamentary 
politics, became Somare's deputy after 
the 1982 national election. He sought a 
guarantee of his succession as leader of 
the ruling Pangu Party, but Somare 
was content to watch Wingti contend 
with other “new generation” aspirants 
— until November 1984, when Wingti 
threatened to quit over a feud with 
rival Tony Siaguru, former permanent 
foreign secretary turned youth minis- 
ter. On 18 March, Wingti did quit — 
and was proposed as alternative prime 
minister by Sir Julius Chan in a no- 
confidence motion. Chan himself had 
unseated Somare five years ago in 
similar fashion. 

But Wingti was unable to attract 
sufficient disaffected Pangu members 
to cross the floor with him. An early 
move was made to gag debate on the 
no-confidence vote, and this was won 
by 62 votes to 40. Realising they were 
defeated, Wingti and his key followers 
walked out of the chamber — after 
which several realists moved back to 
the government benches, to give So- 
mare a thumping 68 to 19 victory. 


W ith a national election only two 
years away, few members were 
eager to throw aside what has been the 
only valuable external factor in support 
of a candidate — the endorsement of So- 
mare, plus Pangu’s money. The excite- 
ment surrounding this seventh par- 
liamentary move against Somare in 
less than seven years meant that in six 
sitting days, parliament has failed to 
consider a single item of legislation. 
Nevertheless, back-benchers have 
had what one parliamentary bureau- 
crat described as “a hellish good time,” 
being praised, courted — and counted. 
A quarter of the 109 MPs are also 
ministers, so most of them aspire to a 
portfolio and the perks that go with it 
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— a large house and chauffeur-driven 
car, and overseas travel. 

Now Somare has to juggle the few 
portfolios he has vacant, to make room 
for the newcomers who replaced 
Wingti's followers in his coalition: the 
National Party, now led by Stephen 
Tago and formerly by Highlands fire- 
brand Iambakey Okuk — currently 
heading back into parliament via a by- 
election — and the more radical 
Melanesian Alliance, led by former op- 
position leader Fr John Momis. 

The vital post is the deputy premier- 
ship, which is likely to go to High- 
lander John Nilkare, Islander Rabbie 
Namaliu or Papuan Phillip Bouraga. 
All are urbane, well-educated former 
public servants. Somare has a problem 
in considering also the ambitious and 
capable Siaguru. Although a Port 
Moresby MP, Siaguru is from the Sepik 
— the same area that Somare comes 
from. Such a choice would feed the sort 
of criticism that finally led to the de- 
fection of Wingti — accusations of 
“Wantokism,” or regional favouritism. 

Wingti, the new leader of the opposi- 
tion, is grouping together his followers 
in a new political party, loosely based 
on social democratic lines. The party 
system in Papua New Guinea is pretty 
loose generally: the ironically titled 
United Party has followers in both 
government and opposition. The other 
major opposition force will continue to 
be the astute former prime minister 
Chan, and his People’s Progress Party, 
with 13 MPs. He has lost nothing in the 
lost motion — it succeeded in splitting 
a dozen former Pangu supporters away 
from their party. 

But Wingti now faces a major chal- 
lenge for his own Mount Hagen consti- 
tuency, from coffee and transport 
millionaire Paul Pora, a long-time 
Pangu man who is now certain of total 
support from Somare. Wingti's great- 
est disappointment is likely to be his 
failure to win over, as a Highlander, 
more of the Highlands bloc — the 
largest regional group in parliament. 
No minister joined him, though old 
friend John Giheno, recently ap- 
pointed foreign minister, abstained — 
and may yet suffer censure for it froma 
Pangu caucus with its tail up. 

Wingti’s right-hand woman over 
the past two weeks has been Nahau 
Rooney, who inadvertently set in mo- 
tion Somare’s only no-confidence loss, 
following his immediate action to free 
her from jail after she was sentenced 
to eight months for contempt, late in 
1979. п 
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PAKISTAN 


Time to play 
up and play 
the game 


Parliament treads a fine 
line between independence 
and kow-towing to Zia 


By Husain Haqqani in Islamabad 

ра» new parliament charteda 
moderate course during its inau- 

gural session by asserting its indepen- 


dence in electing a speaker while 
adopting President Zia-ul Haq’s 
nominee as prime minister. Former 


railways minister Muhammad Khan 
Junejo secured the non-party assem- 
bly's unanimous vote of confidence 
less than 24 hours after his appoint- 
ment under an amended constitution. 

Although many members of the as- 
sembly demanded the removal of mar- 
tial law, which Zia says will continue 
until the new government is firmly es- 
tablished, few pressed the point. The 
general mood was one of conciliation 
and everyone, including Zia, was pre- 
pared to make concessions for the suc- 
cess of the experiment in power-shar- 
ing between elected representatives 
and the military. 

"We have accepted Zia's ground 
rules but we are committed to democ- 
racy," remarked a member of the na- 
tional assembly (MNA), summing up 
the view of most of his colleagues. "We 
have to tread cautiously so that martial 
law does not last forever, but we 
shouldn't be subservient to the point of 
becoming a rubber-stamp  parlia- 
ment." 

The prime minister's appointment 
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followed three weeks of quiet politick- | him under martial law during: 


ing, during which most MNAs formed 
loose groupings to fill the vacuum left 
by the ban on political-party activity. 
Zia met most MNAs individually or in 
groups and discovered  consider- 
able resentment over constitutional 
amendments. The resentment was 
further fuelled by alleged interference 
by two provincial governors and some 
officials in the election of senators by 
provincial assemblies. The officials are 
said to have pressurised independent 
senate candidates to withdraw and, in 
some cases, coerced provincial assem- 
bly members to vote in a certain way. 

To complicate matters further for 
Zia, two banned political parties, the 
Pakistan Muslim League (PML) and 
the Jamaat-e-Islami, entered into 
agreement for cooperation inside par- 
liament. The two generally 
pro-Zia parties collectively 
have significant strength in 
the new assembly and dis- 
agree with the president over 
the issue of the restoration of 
political parties. 

PML president Pir Pagara 
has repeatedly invited Zia 
to join his party, which led 
the movement for the creation 
of Pakistan. Pagara, an in- 
dependent-minded Sindhi 
Spiritual leader, issued some 
Statements before the elec- 
tion which earned him a non- 
serious reputation, but his 
post-election posture became 
very serious in view of the 
regime's need for support in 
Sindh. Pagara himself se- 
cured election as senator from 
Sindh, enabling him to exert 
pressure for the restoration 
of the PML and possibly other 
parties. 


HUSAIN HAQQANI 





ia repeated his assertion 

that political parties were 
not Islamic and that division 
of believers into ruling and 
opposition groups was against 
Allah's will. *Criticism of rulers is per- 
missible in Islam, but there is no con- 
cept of a permanent opposition," he 
declared. 


The president clearly favoured a | 


prime minister without party affilia- 
tion and initially inclined towards 
Elahi Buksh Soomro, Zia's industries 
minister until recently. Pagara pro- 
posed his disciple Junejo, a respected 
partyman. At one point the president 
considered giving the premiership to 
Zafarullah Jamali, another martial- 


law minister, who is a Baluch, rather | 


than choosing between the two Sin- 
dhis, but Pagara's nominee was 
selected partly to avoid loss of his 
party's crucial support. 

In another concession, Zia withdrew 
one of his constitutional amendments, 
making it simpler for the new parlia- 
ment to revise the constitution, though 
he also decreed that decisions made by 
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the past 
eight years will not be questioned. The 


president did not, hdwever, accede to 
the demand for changing the method of 
electing senators for the federal capital 
area and Foreign Minister Sahibzada 
Yaqub Ali Khan was elected senator 
under a system devised by former 
prime minister Zulfikar Ali Bhutto to 
ensure the election of his foreign 
minister in 1973. The MNAs objected 
to the system under which voting is by 
division on the floor of the houserather 
than by secret ballot, but did not defeat 
the president's nominee. 

The assembly's opportunity to show 
its teeth came during elections for the 
speaker of the house. Khwaja Muham- 
mad Safdar, a veteran parliamenta- 
rian and chairman of Zia's nominated 
quasi-parliament, the Majlis-e-Shoora, 





Arif (top); Khan; Junejo: forming a bridge. 














ran for the office with the blessing of 
Pagara and the president. He was de- 
feated by a newcomer to the assembly, 
Fakhar Iman, himself a former Zia 
minister. Iman's wife, Abida Husain — 
the only woman to win direct election 
to the national assembly — said that 
the assembly broke with tradition to 
force a vote for the speaker to “high- 
light the difference between the nomi- 
nated assembly and an elected house.” 

Observers interpreted the move as 
an indication of the assembly's will to 
take independent positions as well as 


to check the increasing influence of | 


Pagara's PML. “We don't want to cur- 
tail Zia's powers only to have a one- 
party dictatorship, " 
REVIEW. Several others expressed the 
fear that, under pressure to restore po- 
litical parties, the government might 
suggest that the PML bethe only party. 
The defeat of the PML candidate for 


an MNA told the | 
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Only two days after demonstrating 
its independence, the house gave over- 
whelming endorsement to Junejo as 
prime minister to indicate its ability to 
compromise. The new premier prom- 
ised to work for restoration of democ- 
racy, while adhering to Islamic values, 
and assured the house that he will seek 
the cooperation of all sections of opin- 
ion. This was seen as an indication that 
he intended to form a broad-based 
cabinet rather than imposing Zia's or 
his own party's men. 


J unejo, 52, is a moderate, modest 
politician who began his politi- 
cal career as railways minister in the 
then West Pakistan government in 
1964. He also served as minister 
briefly under Zia in 1978-79 
and, consequently, twice ex- 
perienced the difficulties of 
being a civilian within a mili- 
tary regime. 

According to the new prime 
minister's friends, he wants to 
be a bridge between elected 
politicians and the military. 
“Junejo is the type of person 
who works slowly but surely," 
observed a fellow Muslim 
Leaguer. "He hopes to preside 
over the restoration of demo- 
cracy and he'll try hard for it 
even if it takes a long time. 
Unlike many Pakistani politi- 
cians he does not go for short- 
term advantages." 

Having appointed Junejo, 
Zia talked of becoming head 
of state while letting the 
prime minister be the chief 
executive. Although he re- 
tains considerable power as 
chief martial-law adminis- 
trator, Zia will have to let 
Junejo appear powerful if the 
new system is to be successful. 

On the other hand, the pre- 
sident will also have to ensure 
the support of the army for the 
new prime minister even after he relin- 
quishes command as chief of staff. His 
likely replacement as army chief, Gen. 
Khalid Mahmud Arif, seems to be 
solidly behind Zia and his premier- 
designate for the moment, but the 
armed forces will certainly watch 
developments and intervene to prevent 
violation of political ground-rules set 
forth by them. 

As a Pakistani newspaper editor 
pointed out: "The game has become 
very complicated and either everyone 
wins or no player does. Zia's success in 
beating the non-parliamentary oppo- 
sition [the umbrella Movement for Re- 
storation of Democracy|] depends on 
Junejo's success as prime minister. If 
the assembly fails, the army will find 
itself pitched against politicians it 
stepped in to remove in the first place 
— and no one wants that confronta- 
tion." п 
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In 1984 the international capital markets continued 
to grow spectacularly. New-issue volume in the inter- 
national bond market alone reached $108 billion— 
nearly double the size of the U.S. corporate bond mar- 
ket. This growth reflected a broad and growing range 
of financing opportunities for issuers in the interna- 
tional capital markets. 

The Morgan Bank concentrates on helping issu- 
ers take advantage of these opportunities. Last year 
Morgan Guaranty Ltd, our Eurobond underwriting 
subsidiary, was lead or co-lead 


firms in 1984 


LJ] Innovativeness. In a poll last fall by Euromoney 
magazine, participants in the world's capital markets 
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@ IT may be my imagination, but in 
the months since “Mr Jogging” James 
Fixx died of a heart attack while jog- 
ging last year, the numbers of misera- 
ble, gasping, contorted runners 
trundling down the road where I live 
seem to have diminished. Those who 
still jog still look as frightful, still ar- 
rogantly wave the drivers of vehicles 
(who actually pay road tax) away 
from their path down the middle of 
the carriag@way and still — even 
after dusk — refuse to wear any 
fluorescent clothing or reflectors to 
advise the honest driver of their un- 
welcome presence. But there defi- 
nitely are fewer. 

I am glad to report that my jaun- 
diced remarks on these masochistic 
trundlers inspired more “right-on!” 
letters than criticisms, and even more 
glad to see that an American heart 
specialist, Henry Solomon, has just 
published a book, The Exercise Myth, 
which pulls the rug from under the 
carbuncled feet of the health fiends 
and the lucrative health industry. 
Basically he argues that fitness and 
health are entirely different — that a 
man or woman may jog or practise 
aerobics until muscles twang, but- 
tocks prink, waists are straitened, 
breasts are uplifted and cheeks glow, 
but that if heorshesuffers from heart 
disease, life will not be prolonged by 
a second, and may well be shortened 
by exercise. "People don't just die in 
spite of exercise. They die because of 
it," Solomon asserts. 

I suppose that those who are only 
really happy when they are miserable 
— sides splitting, chests heaving 
(from sucking in so much carbon 
monoxide from car exhausts) while 
they inflict a variety of orthopaedic 
disasters on their frames — will goon 
doing it and making other people's 
lives miserable in the process. But it's 
good to know they are doing them- 
selves no good. 
€ I HAVE been unable to trace the 
fate of a man who, while I was briefly 
in Australia recently, put all the jog- 
gers to shame. A “sinister and very 

angerous” convict, Douglas 
Thomas, 45, who was in a maximum- 
security jail near Perth, Western Aus- 
tralia, serving out a sentence of 15 
years for eight cases of rape, had es- 
caped. He had accomplished this (and 
the rapes) despite the fact that he 
only has one leg. 

Apparently he had made his own 
keys to open his cell door and the 
exercise-yard gate, and then scaled 
four separate barricades of razor- 
sharp wire which his jailers consi- 
dered to be impenetrable, before hi- 
jacking a farm vehicle which the 
owner claimed would not travel more 
than 20 km, driving it for 10 times 
that distance before swapping it for a 
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motorcycle and continuing his flight. 
Theories differed: had he climbed the 
fences while still wearing his artifi- 
cial leg, or had he detached it and 
used it as an aid with which to climb 
the fences? 
© IN Western Australia, old mate 
Ken Gott reminds me, they have an 
Indecent Publications and Articles 
Act under which the state's minister 
for the arts, a certain Ronald Davies, 
is required to advise the general pub- 
lic of books which have solemnly 
been classified as indecent but which 
are nevertheless for sale on a re- 
stricted basis (that is, not to minors). 
Thus, every month, in the Govern- 
ment Gazette of Western Australia 
(the circulation of which is mostly 
confined to bureaucrats) is to be 
found a paragraph reading: “I, 
Ronald Davies, being the Minister 
administering the Indecent Publica- 
tions and Articles Act 1902/1983, act- 
ing in the exercise of powers confer- 
red by sub-section (1) of Section 10 of 
that Act, do hereby determine that 
the Publications (Printed Matter) 
specified in the schedule below shall 
be classified as restricted publica- 
tions for the purposes of that Act.” 
Then follows a list of pornographic 
titles. Most are too indecent even for 
this column, and their four-letter 
vulgarity can be guessed at by the 
least obnoxious of them, such as Ag- 
gressive Blondes (Gourmet edition), 
Black Balled, Blonde Cannibals, and 
Bound Beauties of Harmony. This 
must be the first time the REVIEW has 
found extracts from a government 
gazette too hot for printing, and Iam 
sure the pornography publishers ap- 
preciate the publicity. 
@ OVERNIGHTING in Sydney, I 
caught only a glimpse from the plane 
of the harbour bridge and the arching 
roofs of the Opera House. I have no 
idea what this complex is like func- 
tionally as a performing-arts centre 
but, from the outside, it's one of the 
few completely successful modern 
buildings I have seen. The roofs some- 
how capture the curve of the wings of 
the seagulls which hover, soar and 
plummet all about the buildings. 
The gulls are not attracted by the 
architecture but by the prawn salads 
supplied by one of the complex's res- 


taurants which are eaten outside on 


the terrace and which make perfect 


targets for dive-bombing raids. So | 


€ AS already reported in this col- 
umn, the initials “VD” appear to be 
catching on as an acronym for video 
in Japan — which leads to rather 
curious advertisements 


€ READER Scott Berry has dis- 
covered an insidious rightwing plot 
in Japan, in the form of a motto on 
plastic shopping bags. Unless of 
course it's a fan club for an American 
country-and-western singer. И 
couldn't — could it? — be yet another 
substitution of R for L? I suspect it 
could: 


€ A COUPLE of other travellers, 
Nils Munch-Petersen and S. G. Ven- 
katramani, sent me a cabin baggage 
tag supplied by Indian Airlines, 
which apparently requires its pas- 
sengers to come in on a wing and a 
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successful are these aerial pirates | 


that the restaurant's cash registers 
feature warning notices, one of which 
was photographed by Roberta White: 
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PRAY AND LEAVE 
THE REST TO HIM 























Us 


= By Guy Sacerdoti in Manila 
; he slow recovery of Philippine 
4 T» Ferdinand Marcos 
from his most recent illness has 
` changed what is perhaps the most 
significant effect of his three-week 
_ seclusion from public view last 
J November: the scare caught both the 
alacanang Palace and opposition 
oups flat-footed and not ready to 
сеа post-Marcos era after 19 years of 
s rule. 
Despite popular demands for change 
_ апа a revitalised opposition since the 
21 August 1983 assassination of Mar- 
cos’ primary political challenger, Be- 
— nigno Aquino, little had been done on 
— either side to prepare their ground. 
— Within a month of Marcos' illness 
becoming common knowledge 
% though its exact nature has never been 
clearly stated — the broadly based op- 


T he power 
апа direction 



























` By Rodney Tasker in Manila 


/ hile opposition political parties 
С F*Yand  "cause-oriented" groups 
noisily jostle with each other here іп a 
` bid to cement a credible force to chal- 
_ lenge the government of President Fer- 
| dinand Marcos at the next election 
- scheduled for May 1986 at the provin- 
cial and local levels, individual busi- 
- nessmen and other groups of concern- 












— role behind the scenes in trying to keep 


= the opposition's bandwagon, the busi- 
ness community comprises a potential 
- Source of funds which the politi- 
cians will need if they are to win the 
-— . day. 
f Although certain Manila business 
— leaders have stepped into the political 


+ 


` limelight, most of the others prefer to 
— Stay well out of public view. Under the 
i Marcos government of recent years, 


which has blatantly favoured the pre- 
sident's business cronies, Manila's 
Makati business district has become 
something of an opposition bastion. 
Now, activist businessmen have 











ed citizens are playing a substantial | 


` them on the right path. Apart from the | 
- cold logic which they try to inject into | 





` Although Marcos is in charge, potential successors are warming up 


On your marks, get set... 


position began struggling to deal with 
both its recurrent personal and 
ideological differences. Although still 
far from achieving unity in anything 
more than their anti-Marcos stance, 
the disparate groups launched their 










first serious efforts to find the common 
ground, if any, that wold allow them 
to choose a single candidate should a 
sudden presidential election become 
necessary. 

At the same time, Marcos' own poli- 
tical creation, the Kilusang 

























Marcos: factions danger. 


Bagong Lipunan (KBL), 
or New Society Move- 
ment, realised that with- 
out its sole unifying fac- 
tor — Marcos' leadership 
and the personal power 
he commands — it could 
become as factionalised 
as the opposition should 
he die suddenly. 


The small so-called 
cause-oriented groups, 
which shun the tradi- 


tional political party sys-, 
س تڪ ڇڪ‎ 


Citizens’ Movement for 
Free Elections (Namfrel). 
It was Namfrel’s army of 
200,000 organised poll- 
watchers, drawn from all 
walks of life, which en- 
sured a surprisingly fair 
election. Namfrel, which 
has more than 80 affiliat- 
nen STOO | ed citizens’ groups, is now 
—— gearing for the May 1986 








been joined by other normally quiet 
groups of citizens in working for 
change. There are several loose groups 
in Manila comprising businessmen, 
professionals, intellectuals, educa- 
tionalists, churchmen and others who 
meet regularly to discuss politics and 
the law-and-order situation. 

The motivation to help the opposi- 
tion unify and acquire muscle appears 
to be not so much to back any particu- 
lar political party in order to gain 
power as to ensure that the govern- 
ment is forced through truly democra- 
tic processes to face fip to the people's 
desire for change — thereby creating 
the conditions for enduring stability, 
As one prominent Manila businessman 
told the REVIEW: “Our job is to try to 
make sure that there is a viable opposi- 
tion that can present itself as an alter- 
native [in order| to maintain stability.’ 

One leading businessman, Jose Con- 
cepcion, whose business interests in- 
clude flour milling, food processing 
and other industries, rose to political 
prominence in May 1984 while serving 
as national chairman of the National 


elections and is lobbying for an offi- 
cial place in the election code as 
the “citizen-arm” of the government's 
heavily criticised Commission on Elec- 
tions. 

While stressing his non-partisan po- 
sition in politics at every turn, Concep- 
cion has played a significant “secret” 
role recently in helping three major 
moderate opposition parties — the 
Nacionalistas, Liberal Party and 
Philippine Democratic Party—Lakas 
ng Bayan (PDP-Laban) — overcome 
| their differences in a move to formu- 
late a new National Alliance Council. 
Late last year, the Liberal Party and 
| PDP-Laban were threatening to pull 
| out of the group because Salvador 
Laurel's Nacionalista Party had grab- 
bed too much of a commanding posi- 
tion. 


| 


C oncepcion, as an honest broker, 
stepped in on 15 January by inviting 
leaders of all three parties to a meeting 
to call a truce. This was followed by a 
final meeting at Concepcion's home on 
26 February during. which Laurel ap- 











tem — leaning heavily towards the 
Left and some say influenced by the 
banned Communist Party of the 
Philippines — are also beginning to 
forge some unity to exert their increas- 
ing influence on future elections. 
Thus, even with Marcos now able to 
handle up to five or six hours of work a 
day, according to senior cabinet offi- 
cials, all sides are now positioning 
themselves for¢the inevitable transis- 
tion. The unanswerable question is 
whether the political race will be à 
punishing marathon, if the presiden- 
tial election are held as scheduled in 
1987, ora sudden sprint for leadership. 


tical aspirant will be the support 

of businessmen and, because of its 
increased influence during and since 
the 1972-81 martial law period, the 
military. Ethnic Chinese businessmen 
in Manila and other major cities have 
always been a significant source of 
campaign funds, largely supporting 
thestatus quo during the Marcos years, 
as have other private entrepreneurs, or 
as one cabinet member describes them, 
the *5,000 deep pockets," who ema- 


C ritical to the success of any poli- 


parently backed off and agreed to scale 
down his party's representation, pav- 
ing the way for a harmonious national 
unification conference, which took 
place in Manila on 10 March. 

Concepcion and his like-minded col- 
leagues from various sectors are also 
known to be making an effort to estab- 
lish dialogues with key figures in Mar- 
cos' ruling Kilusang Bagong Lipunan 
(KBL) party and also the military, in 
what Concepcion has described pub- 
licly as a national reconciliation effort. 
But many in the KBL regard Namfrel 
as being an arm of the opposition. 

Another prominent businessman ac- 
tive behind the scenes in trying to 
coalesce the opposition is Vicente 
Jayme, president of the Private Deve- 
lopment Corp. of the Philippines. 
Jayme is a national vice-chairman of 
Namfrel and is also a leader of the 
Bishops-Businessmen's Conference 
for Human Development, which is à 
respected conduit for airing criticism of 
various aspects of the Marcos govern- 
ment, and is currently drawing up a 
survey оп the ruling party—opposition 
potentials nationwide in the next elec- 
tion. Like Concepcion, Jayme is close 
to senior figures in the Roman Catholic 
Church, who also seek to keep a low 
profile. 

More open in his approach to the op- 
position effort is Jaime Ongpin, presi- 
dent of Benguet Corp., one of the coun- 
try's largest mining companies, and 
also vice-chairman of the Makati Busi- 
ness Club which has become a channel 
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nate mostly from the corporate and fi- 
nancial district of Makati. 

While the KBL is thought to have an 
almost limitless campaign treasure 
trove available if needed, opposition 
parties have begun to rebuild old busi- 
ness relationships with an eye to future 
elections. 

The role of the Armed Forces of the 
Philippines (AFP), to many observers, 
has become a critical factor. To Mar- 
cos' supporters and his prospective po- 
litical heirs, the retention of the loyalty 
of officers appointed more out of pa- 
tronage than merit, is deemed neces- 





sary to help influence or control any 
prospective vote. As for the opposition 

- and to some extent the more inde- 
pendent of the KBL leadership — ten- 
tative contacts with younger generals 
and colonels have already been made, 
urging them to uphold their profes- 


| sionalism by ensuring the constitution 


is adhered їо in 
emergency. 
Predictions of the country's political 
future vary widely: from Marcos' im- 
minent death and resulting chaos, 
emergency elections, possible juntas, 
coups and personal attempts to grab 


any political 








power, all the way to 
a scenario of Marcos’ 
continued recovery 
in health and influ- 
ence through the pro- 
vincial and local 
elections in May 
1986, to him standing 
for office yet again in 
the presidential elee- 
tion due the follow- 
ing year 

To belabour these 
hypotheses is fruit- 
less. The fluid nature 


same time it was 
thought opposition 
candidates would not 
need as much to 
defeat the much- 
maligned govern- 
ment. However, some 
thought a presiden- 
tial candidate such as 
veteran Jovito Salon- 





for opposition views since the assassi- 
nation of opposition leader Benigno 
Aquino. Ongpin is one of the three con- 
venors of the opposition's so-called 
Convenors Group. He says he was first 
jolted into the opposition mainstream 
because of his deep concern over the 
collapse of the Manila money market 


in January 1981, which he blames on | 


Marcos cronies monopolising avail- 
able government bank loans with no 
apparent means of repayment. 


hile a large part of the business 
community fas shown its hand be- 
hind the opposition, the question of 
how much cash they would give to po- 
litical parties or individual candidates 


in an election is less certain. Most op- | 


position politicians the REVIEW talked 
to said there was a continuing exercise 
in groping for election funds, but busi- 
nessmen were hedging their bets until 
nearer the day. 

And there was a general realisation 
that the opposition could not hope to 
match the KBL's access to funds on a 
peso-to-peso basis — though at the 





ga, with broad appeal 
and respect, could virtually name his 
price, while Aquilino Pimentel was 
viewed as being too close to the Left for 
support from the conservative bust 
ness community 

The opposition hopes that in the next 
election the country's Chinese business 
community, which has traditionally 
supported the status quo, will by then 
have sensed the new political climate 
and provide funds for selected opposi- 
tion candidates. It is hoped that there 
will be a reversal of the situation of last 
year's election when it is estimated 
that in Manila the Federation of 
Chinese Chambers of Commerce pro- 
vided P250 million (US$13.5 million) 
to the KBL in the May 1984 election, 
while less than P2 million was chan- 
nelled to the opposition 

It was learned that at least one oppo- 
sition figure has been assured by Ralph 
Nubla president of the Philippine 
Bank of Communications and chair- 
man of the powerful Federation of 
Chinese Chambers of Commerce 
that he can count on funds for the elec- 
tions next year 
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of the country’s politics prohibits it. 
But recent interviews conducted by the 
Review with the plethora of leaders 
from among the KBL, the opposition, 
the Left, businessmen and the army 
forces lead to a number of viable politi- 
cal assumptions that: 

» As long as Marcos remains presi- 
dent, and that could be for quite some 
time, loyalty among the KBL on the 
whole will remain firm, giving the 
party the solid position as front-run- 
ner in any electoral race. 

» There will neither be a reinstate- 
ment of martial law nor a military 
coup, even if Marcos is forced to leave 
the scene. 

» Marcos’ powerful and controversial 
wife, Imelda, will seek succession 
should Marcos be forced to step down, 
splitting the KBL. And, if Marcos re- 
tires in 1987, she will at least lobby 
hard to be the KBL candidate. 

> The opposition parties and other 
anti-Marcos groups will be unable to 
achieve effective unity, resulting in the 
fielding of at least two opposition can- 
didates, regardless of whether 
emergency elections are needed or they 
are held on schedule. 

» The Left will in all likelihood par- 
ticipate in both local and national elec- 
tions, despite the fact that it gains 
more the longer Marcos stays at the 
helm. 

In a nation where political per- 
sonalities have always taken prece- 
dence over ideology — few traditional 
political leaders have not changed 
party affiliation at least once — the key 


Opposition chiefs vie 
for frontrunner status 


or the first time since President 

Ferdinand Marcos declared mar- 
tial law in 1972, opposition politi- 
cians who found common cause in à 
sporadic, ineffective movement to 
counter his government now find 
themselves ranged against each 
other. 

And as they size up one another's po- 
tential to fill what they perceive to be 
an imminent vacancy in the presiden- 
tial palace, organised groups outside 
the political-party structure are seek- 
ing their own nationwide base from 
which to exploit the new opportunity 
for real change. 

At a time when a unified opposition 
is crucial for a concerted political 
thrust to nip any post-Marcos power 
legacy in the bud, so far the politicians 
are giving only lip-service to the need 
to close ranks. While the United 
Nationalist Democratic Organisation 
(Unido) previously formed a rea- 
sonably effective umbrella group 
for most opposition leaders, what- 
ever their party labels, now many of 
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to all of these is Marcos the man. His 
political acumen is einquestioned by 
top officials of all pegsuasions, and his 
dominating influence is subject only to 
the state of his health. 

Although the opposition believes he 
must at least have acquiesced to the as- 
sassination of Aquino — which became 
the catalyst for the current 18-month- 
long political and economic crises — 
the military, KBL members and many 
businessmen believe it was his close 
associates, who rose to power during 
the martial law years, who panicked 
at seeing their benefactor seriously 


ill at the time his political arch-rival | 


was returning home after three years 
of self-imposed exile in the United 
States. 

It took five months of delicate con- 
cessions and threats against a largely 
disorganised and fledgeling opposition 
to bring the popular uprising back into 
his own, if slightly reformed, system of 
“constitutional authoritarianism.” 
Once his physical re- 
covery seemed assured on 
that occasion, Marcos 
loyalists fell back into 
line. When he ordered 
"maximum tolerance” 
against demonstrators, 
the military obeyed. And 
with a few exceptions, his 
nominations of KBL can- 
didates for the Batasang 
Pambansa, or national 
assembly, elections in 
May 1984, were accepted 
within the party despite 


Marcos’ political oppo- 
nents are scrambling 
back to their old parties 


identified. as leader of the old 
Nacionalista Party; the patrician cen- 
tral Luzon political strongwoman Eva 
Kalaw as. president® of the Liberal 
Party. (LP); another central Luzon 
former senator, Jovito Salonga, as 
leader. of a smaller faction iri the LP; 
Ramon Mitra as Luzon chairman of the 
Philippine Democratic Party—Lakas 
ng Bayan (PDP-Laban), and Aquilino 
Pimentel: as PDP-Laban's national 
chairman. 

Further to the Left of the political 
spéctrum, however, respected lawyer 
and human-rights proponent Jose 
Diokno, also considered to be presi- 
dential timbre, identifies himself with 
the so-called cause-oriented groups 
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choices made against some of his trad- 
itional political supporters. 

Although Marcos’ health is clearly 
more fragile now than it was a year 
ago, he is gradually recovering from 
his most recent illness. While most ob- 
servers believe he suffers from lupus 
erythematosus, a degenérative disease, 
which appears in cycles, and which has 
affected his kidneys, lungs and heart, 
they say that as long as he remains even 
relatively active, he can maintain loy- 
alty among the vast majority of his 
party minions. 

Even those who have gaken the most 
independent stand on policy, or who 
have presidential ambitions, such as 
recently dismissed foreign minister 
Arturo Tolentino, Defence Minister 
Juan Ponce Enrile and Minister of 
Labour Blas Ople, agree Marcos can 
keep the KBL together. A significant 
test will be the 1986 provincial and 
local elections, in which more than 
15,000 officials, including 75 govern- 


з 

Laurel; Tolentino: leadership-selection machine needed. 
to work on more clearly defined sup- 
port bases. 

In the arena of potential presidential 
candidates, moving from Right to Left 
on the ideological scale, Salvador 
Laurel, Unido's president, is now more 





rather than the Nacionalista Party he 
left 14 years ago. Lorenzo Tanada, at 
86 considered the grand old man of the 
opposition, is politically and ideologi- 
cally bracketed with Diokno and the 
cause-oriented groups, which in 
theory provide a mass base for them. 
Both would probably describe them- 
selves more as nationalists than politis 
cians, yet both are wily old hands in 
politics. 


ll these figures may have intertwin- 

ing personal relationships as well 
as shared ideology and support bases, 
but the broad-based camaraderie of 
the old days is gone. Political society in 
Manila today is heavy with traditional 
Philippine warmth— but it is very 
superficial. 

Apart from behind-the-back per- 
sonal jockeying for advantage, the 
politicians are currently split into two 
main opposition: groups — both 
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ors, 60 city mayors and 1,540 munici- 
pal mayors, will be chosen for six-year 
terms. 

Candidate selection will be critical 
for establishing the political infra- 
structure for the next presidential poll, 
and the KBL will undoubtedly be 
forced to test the loyalty of some in 
local constituencies. KBL sources say 
they expect at least some defections to 
the opposition parties as a result. 


hile local splits among provin- 
W: leaders may plague the 

KBL stmcture once an election 
code is passed by the assembly — due 
to discuss the bill following its Easter 
recess — no significant defections are 
expected, particularly among the na- 
tional leadership. But there is one 
event which could make the more inde- 
pendent-minded KBL stalwarts jump 
ship. 

The wild card in the succession 
tangle is Mrs Marcos. Despite dis- 
claimers from both herself and Marcos 
that she will ever run again for public 
office, Mrs Marcos has made plain her 
desire to stay in Malacanang. 

Mrs Marcos has said on numerous 
occasions that the twin mistakes of 
Mao Zedong's widow Jiang Qing were 
to announce Mao's death too soon and 
not to have “moved fast enough" to 
consolidate power. For a woman, she 
says, that is not a mistake to be re- 
peated. 

But even among her colleagues in the 
Marcos cabinet (she is minister of 
human settlements as well as governor 


pledged to narrow down the field of 
possible presidential candidates to one 
viable figure who can take on the rul- 
ing Kilusang Bagong Lipunan (KBL) 
machine — and win. Given the fac- 
tionalisation, it seems unlikely that 
any single candidate will suit the 
whole maelstrom of the opposition 
camp. 

The two groups are the Convenors 
Group (CG), rapidly thrown together 
in November 1984 when it seemed 
Marcos might be dying, and the Na- 
tional Alliance Council (NAC), which 
held a mass national-unification con- 


ference on 10 March (REVIEW, 21 Mar.). | 


The impetus behind the CG came 
mainly from  non-politicians con- 
cerned that the opposition would be 
caught flat-footed if Marcos went. The 
CG has three leaders — Corazon 
Aquino, widow of assassinated opposi- 
tion leader Benigno Aquino, business- 
man Jaime Ongpin and Tanada, none 
of whom are affiliated to political par- 
ties, though Mitra, Salonga and 
Pimentel are members. 

The CG is also the home of the cause- 
oriented groups who tend to despise 
the "self-oriented" politicians, but 
how long they will remain is open to 
question. On 21 March the groups, 
which claim to number 500 from vari- 
ous non-political sectors such as 
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of Metro-Manila), the question of both 
her dwindling pepularity and per- 
ceived "inability, to run a govern- 
ment," as one senior minister confided, 
means that “without Marcos around, 
she simply could not win." Mrs Marcos 
says any candidate from the KBL will 
at least need her "advice," particularly 
when it comes to "financing the elec- 


tion." But even then it is likely that | 


senior KBL leaders — such as Enrile, | 


Ople, Tolentino, and probably a 
number of the economic technocrats, 
led by Prime Minister Cesar Virata — 
would find it exceedingly difficult to 
support her. 

Some KBL leaders say her candi- 
dacy could easily split the party, leav- 
ing the KBL, as well as the opposition, 
with at least two candidates. 

The military’s role will be crucial to 
her ability to run. Practically all top 
officers owe their rise to power to Mar- 
cos, and would feel obliged to help do 
his bidding. But even Marcos loyalists 
say the military's professionalism, des- 
pite the serious drop in both prestige 
and morale since charges of a military 
conspiracy in the Aquino assassina- 
tion, would win out in any threat to in- 
tervene politically. 

The talk of possible juntas or coups 
are vapid, say leaders in the KBL, mili- 
tary and even some of the more moder- 
ate opposition groups. Pressure for ad- 
ministrative reforms, the increasing 
concern over the communist in- 
surgency in the countryside and the 
lack of any traditional involvement 
in politics — unlike, for example, in 


RUNNING 
SOMEWHERE 


hether it is a campaign to fill 

the vacant foreign affairs 
portfolio or simply a part of her latest 
publicity offensive, President Fer- 
dinand Marcos' powerful and flam- 
boyant wife, Imelda, has certainly 
been hogging local headlines in re- 
cent days. 

Ever since Marcos disappeared 
from public view for three weeks of 
medical treatment in mid-November 
last year, Mrs Marcos has moved back 
into the public eye more confidently 
than at any time since the August 
1983 assassination of opposition 
leader Benigno Aquino. 

Now, her aides say, she has decided 
to make her presence felt once again. 
Since Marcos’ illness, she has 
launched projects for the rebuilding 
of the Philippine General Hospital, 
pushed marine projects as a solution 
to the hunger problem and promised 
to provide three meals a day for the 
Manila poor at P2 per day (10 US 
cents). She revels in controversy and 
the constant talk that her goal is the 





























Indonesia or Thailand leave the 
military option in the background, at 


least for the immediate succession 
struggle 

The dynamism within the political 
sphere since Marcos' November illness 
is thus moving on two critical fronts 
First is the need for a system, in both 
the KBL and the opposition, to provide 
for selection of a leader. The opposi- 
tion must build a fragile shell around 
its separate groupings, while the KBL 
must manoeuvre quietly within to 
avoid a potentially damaging split 
should the leadership have to change 
quickly. 

Secondly, the opposition needs to 


use the forthcoming local elections to 
build a provincial infrastructure capa- 
ble of supporting a national leader- 
ship, while the KBL, on the other hand, 
must try to rejuvenate its provincial 
party machinery to maintain its man- 
date. The prognosis, however, is that 
neither is likely to fully succeed п 























presidency, despite her protestations 
that the only candidate for the 1987 
presidential election is Marcos him- 
self. 

Now the talk has moved to the vac- 
ant post of foreign minister, empty 
since Marcos sacked Arturo Tolen- 
tino on 4 March. Since her departure 
for Moscow to attend the funeral of 
Soviet leader Konstantin Cher- 
nenko, the local press has been run- 
ning gushing daily stories about her 
diplomatic “coups,” from being al- 
legedly whisked to the front of a long 
queue of distigushed leaders where 
Soviet party leader Mikhail Gor- 
bachov “gripped her hands 30 sec- 
onds longer than [British Prime 
Minister] Mrs [Margaret] That- 
cher's," to a detailed list of 13 heads 
of state and government who "sought 
her out” during the visit. 

— GUY SACERDOTI 









labour, students and the Roman 
Catholic Church nationwide, an- 
nounced the formation of a new um- 
brella group called Bagong Alyansang 
Makabayan, or Bayan (country), under 
the leadership of Tanada, Diokno and 
businessman-turned-activist Agapito 
Aquino, brother of the assassinated 
opposition leader. It was thought the 
new group would try to revitalise the 
“parliament of the streets” anti-Mar- 
cos protest movement and organise its 
own political campaign in the run-up 
to the May 1986 provincial and local 
elections. 

The two main leaders of the NAC are 
Laurel and Kalaw. The primary con- 
cern in the NAC group is that many of 
the more influential figures in the CG 
led the leftist-backed failed boycott 
movement in the 1984 national assem- 
bly elections, and they are suspicious 
of the “faceless” cause-oriented 
groups. 

Meanwhile, those in the CG suspect 
that the NAC is a movement which is 
being used by Laurel selfishly to pro- 
ject himself as the chosen presidential 
candidate and that it is channelled too 
much along traditional party lines. 
Both have their own problems: Mrs 
Aquino was upset that her CG col- 
leagues would not allow her to attend 
the 10 March national-unification 
conference, where all the leading poli- 
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tical leaders are her friends and admir- 
ers. 

It is thought she may quit the group 
when its first three-month tenure ex- 
pires on 2 April, and the NAC would 
dearly love to recruit her. Mitra at- 
tended the 10 March meeting, despite 
the CG embargo and, like Pimentel, his 
appeal and support is spread evenly 
over both groups. 

While Laurel's earlier attempts to 
dominate the NAC have been thwarted 
by the other parties for the time being, 
added credibility has been brought to 
the group and its expressed desire for 
opposition unity by former Supreme 
Court justice" Cecilia Munoz Palma. 
Enjoying a great deal of respect for her 
independent stance on the Supreme 
Court bench during the martial-law 
period, the 72-year-old Palma gravi- 
tated towards the opposition move- 
ment after Aquino's death. Now, she is 
the chairman of the NAC, where she is 
having a cleansing effect on the atmos- 
phere of dirty politicking. 

Almost inevitably, she has found a 
kindred soul in Mrs Aquino, clearly 
exasperated by the attempts to man- 
ipulate her by what she privately de- 
scribes as her “male-chauvinist” col- 
leagues. "We seem to have forgotten 
that our enemy is Marcos," Mrs Aquino 
said in an interview with the Manila 
newspaper Veritas. "Instead we have 


The Left reaches out to 
the moderate opposition 


ith the smell of an election in the 

air, elements in the moderate op- 
position and the radical Left see more 
common ground to be exploited for 
their own political purposes. But any 
movement towards the joining of 
forces is fraught by ideological com- 
plexities, political realities and a large 
measure of suspicion. 

The hardcore Left — comprising the 
Communist Party of the Philippines 
(CPP), its military arm, the New Peo- 
ple's Army (NPA) and the leftist unit- 
ed-front network, the National Demo- 
cratic Front (NDF) — appears to have 
seized the initiative. Always active 
among a string of so-called cause- 
oriented groups operating within the 
folds of the legal opposition, together 
with more shadowy sectoral groups, 
the NDF appears to be making con- 
certed efforts to extend its proselytis- 
ing to opposition politicians more to 
the centre of the ideological spectrum, 
while at the same time trying to isolate 
the conservatives among them. 

Most opposition leaders approached 
by the REVIEW claimed they had been 
contacted in one way or another by the 
Left in recent months. The main sell- 
ing point appears to have been the 
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Left's ability to organise protest dem- 
onstrations, rallies and other mass ac- 
tions. Meanwhile, the language of the 
Left has toned down its Marxist 
rhetoric of late, suggesting a more 
pragmatic approach to its avowed in- 
tent to bring its revolution to the heart 
of Manila. 

According to military intelligence 
sources, the Left intends to take part in 
the 1986 local elections. The radical 
movement calling for a boycott of the 
1984 election fell through when an 
overwhelming number of voters chose 
to go to the polls. This was something 
of a set-back for the Left, and it is now 
felt that it will sponsor its own local 
candidates in areas such as parts of 
Mindanao, Samar, Bicol and northern 
Luzon, where its influence is greatest 
— while publicly continuing to haran- 
gue others who participate as “Marcos 
collaborators.” 

The most recent issue of Ang Bayan, 
the CPP's underground journal, pre- 
dictably lambasts old-style opposition 
leaders Salvador Laurel and Eva 
Kalaw, in particular, and the National 
Alliance Council in which they are two 
of the leading lights, in general, as 
going "against the people's interests 
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been ` reduced to sniping at each 
other." 

Mrs Aquino comes from an aristoc- 
ratic sugar industry-based branch of 
the Cojuangco family in Tarlac and, 
though married to one of the Philip- 
pines' most dynamic politicians, 
stayed well clear of politics until her 
husband's murder thrust her to the 
fore. She still wants to remain outside 
the orbit of any particular political 
party, but observers note that she has 
become increasingly shrewd and 
forthright politically, with an aura of 
dignity, honesty and cletr-thinking. 


f she wanted to run for the presi- 

dency, which she does not, Mrs 
Aquino would have a great deal of sup- 
port from the public at large, if not 
some of the more selfish politicians, 
because she is untainted politically 
and because of sympathy over her hus- 
band's murder. Palma recently told the 
press that she thought Mrs Aquino was 
the only individual capable of unifying 
the opposition and that she hoped Mrs 
Aquino would run for president. One 





^ 
Agapito Aquino; Tanada: cause-oriented. 


and militant struggles." Laurel is seen 
by the Left as a politician with policies 
and ambitions similar to President 
Ferdinand Marcos, while to Kalaw the 
Left is Satan — and the Convenors 
Group, in her view, is awash with elec- 
tion-boycotting leftists. 

The CPP journal is far gentler with 
the Convenors Group and published 
the group's January declaration of 
unity, which calls for the dismantling 
of United States military bases in the 
Philippines and amnesty for political 
prisoners. And its only regret about the 
cause-oriented groups within the Con- 
venors Group — which it praises as 
"the people's militant sectoral and 
multi-sectoral organisations" — is 
that they should be given more than 
their allotted 30% representation 
among delegates to choose a presiden- 
tial candidate. 

Some analysts feel this is an attempt 
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senior cabinet minister even tota tne | 


REVIEW that he thought Mrs Aquino 
was the most viable opposition candi- 
date, followed by Salonga and then 
Diokno. 

Mrs Aquino and Palma have now 
joined forces, The two women are 
meeting privately to try to arrive at a 
workable formula to bring the opposi- 
tion together to agree on a presidential 
candidate. There is a strong matriarc- 
hal element in Filipino society, and the 
Aquino-Palma tandem is popularly 
portrayed as two strong-willed, re- 
spected women cracking their erring 
menfolk's heags together — an image 
which might just work. 

Of the presidential aspirants, Laurel 
appears determined to run for office. 
Although he describes his ideology as 
"Left of centre — I'm for social jus- 
tice," he is suspected by many of his 
colleagues as representing continuity 
of the Marcos-style oligarchy. "He 
would preserve the status quo, with tne 
trappings of democracy," one other 
opposition leader comented. Politi- 
cally, on a nationwide scale he has sup- 
port from Nacionalista — though the 
party, Marcos' before martial law, has 
been cut down in stature since the for- 
mation of the president's KBL. 

Geographically, Laurel can rely on a 
firm base and the political machine in 
his native Batangas province, just 


"to drive wedges into the opposition 


movement. But, on paper at least, it in- 
dicates full endorsement by the CPP of 
the cause-oriented groups operating 
within the current legal opposition 
network, the visible leaders of which 
include Agapito Aquino, Jose Diokno 
and Lorenzo Tanada. It remains to be 
seen to what extent the Left influences 
the new  cause-oriented umbrella 
group Bayan, led by Aquino, Diokno 
and Tanada, but it already has 
strength in a large number of sectoral 
groups, such as Kilusang Mayo Uno 
(the May 1st Movement), which has 
substantial clout in the labour sector, 
and the League of Filipino Students, 
which is a well-organised nationwide 
student movement. 


he three opposition leaders them- 

selves can by no means be lumped 
into the bracket of leftist sympathis- 
ers, let alone activists. Aquino has evi- 
dently been under heavy pressure from 
the Left since he took his brother Beni- 
gno Aquino's mantle to the streets after 
the latter's August 1983 assassination, 
but he is reported to have become much 
shrewder in deflecting its more persis- 
tent entreaties. The Left feeds on 
Tanada's ego, anti-Marcos anger and 
senior-statesman status. However, 
Diokno, who describes himself as a lib- 
eral democrat, is thought to be some- 
what worried about the militant Left's 
ambitions among the ranks of the mod- 
erate opposition. In turn, the Left 
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soutn or Mania. апа есопописацу, ne 
is perhaps the richest of the opposition 
leaders, with suhstantial property in- 
terests and a bank, the Philippine 
Banking Corp. 


alonga is regarded as another eligi- 
ble candidate for president, though 


мыи пад DUA уча 114441 GO Baw den irt seee =e 
number of occasions in disputes among 
his colleages. His one drawback is that 
political circles link him with Marcos 
super-crony Eduardo Cojuangco — the 


| two are longtime friends 


he has not projected himself as such, as | 


has Laurel. Salonga was a popular LP 
senator before martial law, a man who 
could draw the crowds and pull in the 
voles. The 62-year-old Salonga, a law- 
yer by profession, returned from the 
United States in January after three 


years absence, still facing rebellion | 
| Cagayan d'Oro - 


charges issued by the Marcos govern- 
ment. His long stay abroad may affect 
his political appeal among Filipinos 
but he is known as an honest, religious 
man — he is a Protestant lay preacher 
— and he has good personal contacts 
with many of his colleagues in the op- 
position, particularly Tanada, Diokno, 
Mitra, and even his ostensible rival in 
the LP, Kalaw. 

Of the other main contenders, Mitra 
and Pimentel are popular. Mitra is 
from the southern island of Palawan, 
but his father was a respected con- 
gressman throughout the Philippines’ 
main island of Luzon. Although he was 
known as a fighting Young LP Turk in 
the pre-martial-law congress, he has a 
self-effacing, personable presence 


probably does not venture too close to 
him because he knows its tactics and 
wiles only too well. 

Other leading opposition politicians 
such as Ramon Mitra and Aquilino 
Pimentel, who both have broad appeal, 
have also been targeted by the Left. It 
is understood Corazon Aquino was 
surprised by a blatant approach by the 
Left recently to help her politically in 
her native Tarlac province — she is one 
figure the Left dares not criticise in 
any way at the moment because of the 
lingering sympathy for her over her 
husband's assassination. Most opposi- 
tion leaders have recently joined the 
call for legalising the CPP. 

But, again, most say that a condition 
would be that its members lay down 
their arms — a seemingly impossible 
request which would mean the CPP 
abandoning the NPA. The NPA is the 
essential armed component of the 
Left's campaign, with a strength esti- 
mated by diplomats to have reached 
12,000. Its respónsibilities are to re- 
cruit, proselytise, secure and expand 
base areas, as well as to combat gov- 
ernment troops and deliver summary 
justice to “enemies of the people." 

In the urban areas, the NDF is be- 
coming bolder by the day in recruiting 
people from all walks of life, including 
the middle class, to the leftist cause. 
They, like many others who have been 
drawn into the Left's orbit, are more 
disillusioned idealists than confirmed 
Marxists — though they are controlled 








Mitra's PDP-Laban friend Pimentel 
has steadily gained prominence, par- 
ticularly among more radical groups, 
with something of a martyr image — he 
has been jailed three times for political 
reasons and is currently facing rebell- 
ion charges in the central Philippines 
island of Cebu. But his practical politi- 
cal base is still largely confined to Min- 
danao — he is a former mayor of 
and the Visayas 

In fact, several other opposition 
leaders, most of whom are from Luzon, 
look on him as a very eligible vice- 
presidential running mate, given the 
fact that a vice-president should hail 
from a different area of the Philippines 
from the president. But the man who 
was once described by Benigno Aquino 
as lucky because he would succeed 


Marcos as president is unlikely to settle 
for second best 


— RODNEY TASKER 








and indoctrinated by highly intelli- 
gent, hardened Marxist-Leninists at 
the centre. The NDF revealed its objec- 
tives in the urban areas in a revised 
draft of its long-term programme is- 
sued in January, in which it said “ef- 
fective forms of legal struggle and par- 
tisan operations render direct and in- 
direct support to the armed struggle in 
the countryside by disrupting and, 


| therefore, weakening the nerve centre 
| of the enemy's political-military ap- 


paratus." 

With Marcos' long hold on power 
nearing its end, analysts say the Left 
sees the imminent prospect of losing 
one of its main propaganda weapons. It 
would probably like to see Imelda 
Marcos succeed her husband for its 
propaganda value, but given the un- 
likelihood of this happening, it is obvi- 
ously sizing up more credible contend- 
ers for power. — RODNEY TASKER 
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influence and power 


Ww: the political spotlight cur- 
rently focused on the efforts of the 
Philippine opposition to unify, scant 
attention is being paid to the dynamics 
of the natural frontrunner in any elec- 
toral contest — the incumbent 
Kilusang Bagong Lipunan (KBL) or 
New Society Movement. 

President Ferdinand Marcos’ politi- 
cal party is currently facing a host of 
problems, any one of which could sig- 
nificantly weaken its ability to domi- 


nate the electoral process — as it has | 


since it was formed to field government 
candidates for the first Batasang Pam- 
bansa (national assembly) elections in 
1978. 

Worse, a national trauma, such as 
the departure of Marcos 
from the scene, could eas- 
ily lead to a serious split in 
its ranks, even at the na- 
tional level. The positions 
of a number of KBL stal- 
warts have become tenu- 
ous since Marcos' illness 
last November, as they 
have tested new alliances 
in attempts to prove they 
are presidential timbre. 

Labour Minister Blas 
Ople, for example, who 
hails from the politically 
powerful province of & 
Bulacan in the rice bowl of Ё 
central Luzon, stresses 
constantly the need for 
“self-renewal” within the 
KBL structure. But De- 
fence Minister Juan Ponce 
Enrile, another presiden- 
tial aspirant who repre- 
sents the Cagayan Valley 
in northern Luzon, takes 
the attitude that nothing 
needs changing since the 
party structure remains so strong in 
the provinces that it need not worry 
about staying in power. 

At the same time, Deputy Prime 
Minister and Minister of Local Gov- 
ernment Jose Rono, who is KBL secret- 
ary-general, said on 22 March that the 
necessary limited reorganisation of re- 
gional party chairmen, which he said 
was needed, has just been completed in 
preparation for the May 1986 provin- 
cial and local elections. 

The differing views merely accen- 
tuate the party's main problem: with 
Marcos dominating the KBL structure 
from top to bottom since its inception, 
the party is unsure just how to tackle 
an electorate which has become more 
independent and assertive during the 
past 20 months of political and econo- 
mic crises. 

Conflicts among KBL leaders, previ- 
ously confined to private caucuses, 








have been splashed across the front | 


pages of even government-controlled 
newspapers. The recent battle for the 
largely figurehead assembly position 
of speaker protempore was perhaps 
the most vicious. The two candidates 
for the spot, MP Macacuna Dimaporo 
and MP Omar Dianalan, both KBL 
Muslims from the Mindanao province 
of Lanao del Sur, had to be physically 
restrained from punching each other 
after a yelling match in the assembly 
lobby. Dimaporo, the brother of the 
provincial governor and local political 
kingpin of the region, was the original 
KBL choice. He won only after the per- 
sonal intervention of Marcos. 

But while these smaller intra-party 
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conflicts — and there are many — re- 
flect the nature of the local structure of 
the KBL, arguments have been esca- 
lated to the national level within the 
past few months as well. The two best 
known, and to some extent feared, of 
Marcos’ personal friends and so-called 
cronies, Roberto Benedicto, who has 
dominated the sugar industry since 
1977, and Eduardo Cojuangco, the 
coconut tsar, came to loggerheads over 
control of the recently reorganised 
Philippine Sugar Commission. 


A politicians, Benedicto is KBL 
chairman for the sugar-rich island 
of Negros, while Cojuangco holds the 
same job in the central Luzon province 
of Tarlac. Both exert virtual warlord 
control over their respective regions. 
Both have amassed, during the Marcos 
years, a vast array of businesses rang- 
ing from hotels, casinos, banks and in- 








coh banking end in 1984, the 


chairmanship of San Miguel Corp. 
(Cojuangco), a beer and beverages em- 
pire which is the country's largest 
company. And both have been consi- 
dered critical for the funding of any 
election — with Cojuangco mentioned 
as a presidential possibility as well — 
and have been accused of rampant 
vote-buying and political patronage. 

Of the two, Cojuangco has emerged 
the more significant. Benedicto's poli- 
tical and economic star has dimmed 
quickly in the past year. The sugar in- 
dustry is іп desparaf® shape, with 
world prices down, local planters re- 
fusing to replant harvested land and 
Benedicto's bank for sugar loans losing 
deposits. Benedicto's candidates in the 
1984 assembly elections lost to the op- 
position. And he has borne the brunt of 
investigations and court action for 
mismanagement during the past few 
months. Although he is considered 
closest to Marcos, his future and influ- 
ence is in question. 

Cojuangco backed out of the sugar 
squabble in mid-March, saying his po- 
sition on the commission would repre- 
sent a conflict of interest. But his po- 
tential for political influence is a con- 


stant topic of discussion among politi- 


WHO FOLLOW 


резки succession has long 

Ына е a confusing od in the 

"e Le وا‎ ce Presi- 

dent Ferdinand declared 
martial law in r 1972: A 
new constitution promulgated in 
1973 and a series of amendments to it 
since have not done much to eed 
the situation. 

Until martial law was declared, ds 
1935 constitution stipulated that the 
vice-president would take charge 
should the president be forced to step 
down. The system worked smoothly 
following the death of president 
Manuel Roxas in 1948, when vice- 
president dio Quirino became 
president, in the aftermath of an 
MED crash in 1957 which killed 


deal od presidential de shoul he disin 
office. It was only in 1978, when 
amendments to the 1973 constitution 
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cal pundits. Most assume he has no po- 
litical ambitions for himself — with his 
wealth, he does not need it, they say. 
But most leaders among the KBL say 
his advice and backing will be crucial, 
not only for the protection of the Mar- 
cos political and economic legacy, but 
quietly to pressure the rank and file to 
support any KBL presidential candi- 
date. 


Ithough shunning publicity, Coju- 

angco has spread his influence 
around the country, to the extent that 
it is difficult to determine who he 
would suppom. Like Marcos, he likes 
to prepare for all options, leaving deci- 
sions to the end. Politically to the far 
‘Right, he has built his own military 
forces in areas such as Tarlac and the 
island of Palawan, where he has em- 
ployed Israelis to train his men. Consi- 
dered ruthless, he maintains an acute 
business sense which has also helped 
him succeed. 

His relationship with Enrile has 
led to much speculation. Enrile is 
chairman of most of the coconut- 
related companies for which Cojuang- 
co is president. And in amassing their 
now-dismantled monopoly over the 
coconut-milling industry, they out- 
manoeuvred the Romualdez family 


ГІНЕ LEADER? 
:ended or, if less than that, the execu- 
tive committee would run the country 
-until scheduled elections were held. 
i- Marcos appointed the committee in 
1981, after martial law was lifted and 
che was elected president in polls 
/boycotted by the opposition. The 15 
bert were not all filled; however. 
e 12th and last position to be filled 
was taken by Marcos' wife, Imelda, 
тра joined the committee in mid- 
» Pressure to change the system of 
Succession came following the Au- 
gust 1983 assassination of opposition 
leader Benigno Aquino, and in 
January 1984 the current system was 
=e during a countrywide referen- 


„Under the new system, the execu- 
tive committee was abolished and the 
vice-presidency recreated. Now, if 
Marcos is forced to step down, the 
speaker of the national assembly, 
would become caretaker president 
and would call an emergency session 
ofthe assembly within three days. 

oiWithin a week of the first session, а 
special election law would be passed 
governing emergency presidential 
and _ vice-presidential elections, 
which in turn would be held within 
45-60 days. If Marcos remains in 
power until his six-year term expires 
in. 1987, presidential and vice-presi- 
dential elections will be held then. 

sri 53 ler GUY SACERDOTI 
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of Marcos" powerful ўе Imelda. 

In the realm of personal politics, this 
could prove impertant. One source of 
disagreement within the KBL is be- 
tween Mrs Marcos and Enrile. At a 
KBL caucus in January, Mrs Marcos 
chided Enrile for being too pessimistic 
about the insurgency problem — and 
for implying that it had become worse 
since 1981 when martial law was 
lifted. Enrile lost much of his power at 
that time to then newly appointed 
armed forces chief of staff Gen. Fabian 
Ver, now on leave during his current 
trial on charges of being an accessory 
to the murder of opposition leader Be- 
nigno Aquino. Marcos himself sup- 


ported Mrs Marcos during the caucus, | 


praising Ver in the process. 

Ver, who comes from Marcos' home 
town in Ilocos Norte, is far more politi- 
cally influential than the current act- 
ing chief of staff, Lieut-Gen. Fidel 
Ramos, who.is considered close to En- 
rile and represents the more profes- 








politics. Marcos criticised Ople 

in recent months for his statements, 
thelast leading to Ople's offer to resign 
from his ministry — an offer Marcos 
did not take up. But Ople laeks both 
the business and military support 
needed to be a successful candidate 
and does not have as high a profile out- 
side the Luzon region as say Enrile or 
Mrs Marcos. 

Another figure in the KBL who could 
rise in an emergency is Prime Minis- 
ter Cesar Virata who, despite his low- 
key style and frequent battles against 
such Marcos cronies as Benedicto and 
Cojuangco, could garner some support 
from the more traditional free market 
oriented businessmen. He gets along 
with both Enrile and Ramos, has a 
reputation for honesty and won hand- 
somely in the assembly elections im 
his home province of Cavite, just 
south of Manila. He is a reluctant poli- 
tician, however, who has little talent 
for political intrigue 

Rono, however, 1s 
an expert at back- 
room politicking but 
not a creative politi- 
cian in terms of poli 
cies. He has been 
mentioned as a possi- 
ble candidate as well 
but has recently been 
criticised among KBL 
leaders as not being 
assertive enough in 
the local-level KBL 
reorganisation. Con- 
sidered close to Mrs 
Marcos as well as the 
president, he is often 
called in to mediate 
in internal KBE 
squabbles 


B: perhaps the 
most credible po- 
tential candidate in 
view of his public 
stance against Mar- 
cos’ emergency pow- 


MINERVA AMISTOSO 





sionally oriented military establish- 
ment. 

It would seem, given these relation- 
ships, that Enrile would be in a power- 
ful position in a presidential contest 
with Mrs Marcos. But Ramos' stance is 
purely one of protecting the constitu- 
tional processes and though he con- 
sults Enrile on political matters, in an 
election he would stay on the sidelines. 
Cojuangco's relationship with Marcos 
is strong and he would just as likely 


| follow Marcos' advice on whom to sup- 
| port. 


Ople is another presidential hopeful, 
and his constituency in central: Luzon 
is a powerful one. He has indirectly 
criticised a number of Marcos policies, 
particularly with regard to the econo- 
mic medicine being prescribed by such 
concerned institutions as the World 
Bank and the International Monetary 
Fund, and the patronage system in 





ers, his credibility as 
a lawyer and loyalty to the develop- 
ment of the party is recently sacked 
foreign minister, Arturo Tolentino. At 
74, he says he does not want to be presi- 
dent. But, despite his age, as a seasoned 
politician from the late 1940s, heis vie- 
wed by many in the KBL as the man 
who would probably be the best presi- 
dent, simply in terms of being able to 
run the country. But he, too, lacks the 
KBL-type support from business and 
the military, and may be viewed as a 
threat to protecting Marcos' interests 
after the president is gone 

KBL leaders are in a general state of 
limbo. On the one hand, they publicly 
say no manoeuvring for future posi- 
tions is under way, largely due to Mar- 
cos' gradual recovery. But on the other 
hand, they realise that the party will be 
under great strain and face a possible 
split once the mantle of leadership of 
the party is passed оп. — GUY SACERDOTI 
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Videos and books battle 
for the kungfu audience 


By Leo Suryadinata 


ince last year Indonesia 

has been infected by 
the “kungfu video fever.” 
Most of the tapes are im- 
ported from Hongkong 
and distributed through 
video-rental stores. As 
Chinese-language tapes 
are banned in Indonesia, 
they are dubbed into Eng- 
lish before distribution 
and Indonesian subtitles 
are added. Two of the most 
popular series are Shediao 
Yingxiong Zhuan (Eagle- 
Killing Heroes) and Shen- 
diao Xialu (Sacred Eagles 
and Heroic Couple), both 
based on bestsellers by Jin 
Yong (or Chin Yung), one 
of the top writers in Hong- 
kong. 

According to Zaman, a 
leading weekly magazine 
in Jakarta, the idea of 
marketing the © English 
version of kungfu videotapes origi- 
nated in Indonesia. Before the new ti- 
tles are released, eager customers are 
already in line with their deposits. 
Usually the rental is Rps 1,000 (US$1) 
per tape. For every four rented tapes, 
one is rent-free. 

Kungfu fans are usually city dwell- 
ers with money. They are not confined 
to the Peranakan — Indonesian speak- 
ing Chinese —- but include indigenous 
Indonesians, many of whom are gov- 
ernment officers. An indigenous jour- 
nalist, Arswendo Atmowiloto, who is a 
kungfu video addict himself, com- 
mented in Zaman that high govern- 
ment officials have unconsciously 
popularised kungfu videotapes and 
novels. He stated that officials such as 
Sudomo (former security command 
Kopkamtib chief), Sultan Hamengku- 
buwono (former vice-president) and 
Mashuri (former information minister) 
used to say during infor- 
mal meetings that they 
had learned all sorts of 
tricks from either kungfu 
movies or novels. 

The popularity of 
kungfu videotapes has 
drawn the attention of 
both parents and 
educators. Some feel the 
stories have an undesira- 
ble influence over their 
children because of the 
violence and dubious 
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moral values. However, 
others point out that there 
are also good kungfu 
movies and videotapes, 
such as those by Jin Yong, 
which propagate healthy 
moral values. 

There is another prob- 
lem, however. It has been 


suggested that kungfu 
videotapes ‘would re- 


orient the ethnic Chinese 
towards China, thereby 
impeding the development 
of the “Indonesian na- 
tional culture,” defined as 
the “indigenous” culture. 
The government has been 
fairly relaxed in its at- 
titude towards kungfu 
videotapes. It allows the 
distribution of these tapes 
provided they are dub- 
bed in English and ap- 
proved by the Film Censor 
Board 

One Peranakan writer who trans- 
lates kungfu novels said that book 
publishers have stopped asking him to 
write because the market was hard hit 
by the videotapes. It seems people pre- 
fer watching tapes to reading. 

Long before the influx of kungfu 
videotapes, kungfu novels in Indone- 
sian were popular among both Perana- 
kan and indigenous newspaper read- 
ers. Sin Po and Keng Po, two once- 
major Peranakan newspapers which 
are now defunct, competed against one 
another in publishing kungfu stories, 
mostly translations of well-known 
Hongkong writers. To publish kungfu 
novels was one way of getting more 
subscribers. Even Pedoman, a leading 
indigenous newspaper in Jakarta, 
serialised kungfu novels. 

These novels were published in In- 
donesian newspapers under the names 
of the translators and,not of the origi- 
nal authors. Often it was 
stated that the novel was 
“dituturkan” (narrated) 
by so-and-so. Many novels 
are either adaptations or 
literal translations, but 
generally they retain the 
basic story of the original. 
Typical kungfu stories 
often deal with the strug- 
gle between good and evil 
using a historical period in 
China as the background. 
Since most readers are 














Peranakans descended from Fukien- 
ese, Hokkien terms are used in these 
translations. 

The popularity of kungfu novels 
also stimulated an indigenous Indone- 
sian form known as cerita silat. Such 
well-known silat writers as Singgih 
Hadi Mintardjo adapted Chinese 
stories to Indonesian backgrounds. 
These stories are all in the Indonesian 
language. 

Apart from newsifaper serials, 
kungfu stories were published in 
booklet form — pocket-size, approxi- 
mately 100 pages per volume. In the 
late 1950s and early 1960s, the seriali- 
sation of kungfu novels was prohibited 
in Indonesian daily newspapers, 


though the pocket-book form was still 
allowed. The 1965 abortive coup was a 
watershed not only in Indonesian poli- 
tics but also for the development of 
Peranakan press and literature. After 
the coup, the Indonesian Communist 
Party was dissolved, and leftwing and 



































BESTSELLERS 
AND NEW 
TRADITIONS 


TE bestselling kungfu novels in 
Indonesia in recent years are the 
works of Gan K. L. (Gan Kok Liang), 
Tjan Ing Djiu (Tjan I. D.) and Kho 
Ping Hoo (after 1966, known as As- 
maraman S Kho Ping Hoo). 

Gan K. L. was born in 1928 in 
Amoy but brought to Indonesia when 
he was 10 years old. Without a formal 
Indonesian education, Gan at first 
tried many jobs but at the age of 30 he 
decided to translate kungfu novels 
into Bahasa Indonesia for Sin Po. His 
first work was Pahlawan-Pahla- 
wan Padang Rumput, a translation 
of Liang Yusheng's novel Saiwai 
Qixia Zhuan (Heroes Beyond the 
Frontier). 

Since this, Gan has been very pro- 
ductive and has published more than 
40 titles. In the 1970s, he began to 
translate the works of Taiwan kungfu 
writer Gu Long. Gan's best-known 
work Pendekar Binal (58 volumes) is 
in fact the Indonesian version of Gu 
Long's Jiedai Shuangjiao (The Proud 
Twin). À 

Unlike Gan, Tjan Ing Djiu is a rela- 
tive newcomer. He first emerged in 
the late 1960s and became well 
known in the 1970s. To date he has 
translated about 70 titles, mostly 
works by Gu Long, Qing Hong, Gudu 
Hong and Chen Chingyun. 

Tjan is a Peranakan Chinese. Born 
in 1949, he recéived Chinese pri- 
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pro-Peking newspapers, 
both native and Perana- 
kan, banned. 

Although the new In- 
donesian authorities did 
not stop Indonesian maga- 
zines from publishing 
kungfu novels, the number | 
published was drastically 
reduced. From that time 
onward, kungfu novels 
were publislted more in 
pocket-book form than in 
magazines. Many kungfu 
translators began to establish their 
own printing and publishing presses. 

Usually, a kungfu novel consists of 
10-60 small volumes. Each title is 
published twice monthly. Sometimes it 
will take one or two years to complete a 
title. According to one publisher, in the 
1960s, the print run of each title was 
from 7,500 to 8,000 copies. However, 
the run continued to decrease so that 
now the print run of each title is about 


mary education. His mother was a 
Chinese school teacher, which 
was certainly an asset. When Chi- 
nese schools were closed, Tjan trans- 
ferred to an Indonesian school. After 
finishing secondary school, he en- 
tered a private university in Sema- 
rang. 

According to some observers, Tjan's 
. readers are largely the Peranakans or 
Chinese Indonesians who are familiar 
‘` with some Chinese terms and culture, 
reflected more closely in his writing 
than in that of Kho Ping Hoo. On the 
„ other hand, indigenous readers pre- 
„fer Kho's works. Indeed, Kho's writ- 
‚ ings are more "indigenised" and 
hence more acceptable to 

. Indonesian readers. 
. Kho was born in 1926 
-in Solo (Surakarta). Edu- 
' cated in the “Dutch-Indi- 
„ &enous-School," he reads 
„„ Dutch, Indonesian, as 
, well as English. The ex- 
tent of his knowledge of 
„Chinese is unknown. He 
first started — writing 
„Short stories in 1952. 
„Only in 1959 did he at- 
,lempt to write kungfu 
novels. Most of his works 
were first serialised in the 
Јоса! popular magazines 
and later published in 
pocket-book form. Many 
were published by Gema 
in Solo, which he owns 
himself. In the past 30 
years, he has written 
gore than 100 titles. 
ccording to his own 
account, all his works, 
except Si Teratai Emas 
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. 
3-4,000. The first edition 
is usually sold out in a 
month. 

The great demand for 
kungfu novels in Bahasa 
Indonesia has resulted in 
mass production, which in 
turn has brought about a 
decline in the quality of 
translation, editing and 
printing. For instance, one 
can find different translit- 
erations of names or terms 
in the same series and there 
are many orthographical errors. 

The novels are presently available 
only as pocket-books. But if there is no 
major political upheaval resulting in a 
change of government policy, kungfu 
novels are likely to survive in In- 
donesia, despite the competition of 
videos and films. Survival ultimately 
depends on quality, however, and 
readers are much more demanding 
than they used to be. п 


(The Golden Lotus), are original. 
Kho's works are generally divided 
into kungfu novels, detective, ghost 
stories and romances, but his kungfu 
novels are most numerous and popu- 
lar. The plots are constructed from a 
variety of backgrounds in China, 
Japan and Indonesia, depending on 
the title. It might be true that Kho did 
not translate the works of other 
Chinese kungfu writers, but reading 
his novels, one gets the impression 
that he is very familiar with Chinese 
kungfu novels and heavily influenced 
by them. The stories, titles and 
characters have a strong Chinese 
kungfu flavour. Initially, most of his 
kungfu novels bore Chi- 
nese titles in Hokkien 
pronunciation. But in re- 
cent years, he gradually 
dropped this practice and 
used Indonesian titles. 
His later works also in- 
clude Chinese and non- 
Chinese characters. One 
good example is Kilat 
Pedang Membela Cinta 
(Sword of Love), pub- 
lished in 1981. The novel, 
consisting of nine vol- 
umes, is a love story set in 
the Majapahit era. The 
main characters are a 
Chinese and a Javanese 
who fall in love with each 
other. At the end of the 
novel, Kho preaches in- 
termarriage based on 
love. This seems to be a 
new tradition in kungfu 
novel writing in In- 
donesia. 
— LEO SURYADINATA 
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The Far Eastern Eco- 
nomic Review is now 
publishing a quarter- 
ly index which details 
by country and date 
everything that has ap- 
peared in the Review. 
The index is available 
on a quarterly basis. 
Subscribe now and 
each quarterly index 
will be sent to you 
automatically as soon 
as it becomes avail- 
able. A vital research 
tool, the Review in- 





dex will save hours 
of needless search- 
ing for information. 


ORDER YOURS TO 
DAY! Only HK$175 
(US$25) for 4 quar- 
terly issues. Just com- 
plete the coupon 
below and send with 
your payment. 


The Circulation Department, 
Far Eastern Economic Review, 
GPO Box 160, Hongkong. 


Please send my order for the 
Far Eastern Economic Review 
QUARTERLY INDEX. / enclose 
HK$175 (or its equivalent in local 
currency) in payment 
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Taking a witty lance at the. _ 
political-establishment windmills 


By Bunny Suraiya in Calcutta 


he clamorous confusion of a north 

Calcutta rush-hour street is an un- 
likely setting for a poet at work. But for 
the past seven years, office-goers in the 
congested commercial area near Ser- 
pentine Lane have grown accustomed 
to taking in their stride a daily poetic 
offering chalked up on a way-side 
blackboard by “Pagla Dasu” (Crazy 
Dasu), the pseudonym of 60-year-old 
Tarak Mitra. 

The “Blackboard Station,” as it has 
come to be called, bears the legend 
“Dharao pathik bar” (Wait a while, 
traveller), the epitaph of the 19th- 
century Bengali poet Michael 
Madhusudhan Dutt. “Pagla Dasu” 
himself derives his sobriquet from a 
character created by Satyajit Ray's 
father, Sukumar Ray, a well-known 
writer of nonsense verse and children's 
Stories. Mitra explains that Dasu had a 
knack of putting errant children in 
place; he hopes to do the same through 
his poetry to wayward politicians. A 
recent poem, translated, reads in part: 
"If this be your way, your empty cof- 
fers will sink/A needle cannot be slip- 
ped in through the front./But you let 
elephants through the backdoor.” 

Mitra, who describes himself as a 
full-time poet, has modest private 
means which he ekes out by com- 
memorating marriages in verse. But 
his crusading zest is reserved for 
quixotically tilting against the 
Windmills of the political establish- 
ment with the lance of his wit. Every 
morning Mitra chalks up an item to his 
chosen adversaries’ discredit, having 
selected a suitable topic from the 
newspapers. While those he ad- 
monishes might take a dim view of 
such writing on the wall, Mitra's 
streetside poetry has made him a local 
institution, an unusual variation on 
the uniquely Calcutta theme of the 
"little magazine." 

To the old saying that two Bengalis 
form a political party and three make 
two political parties, might be added 
the appendix that four could consti- 
tute a little magazine and its total 
readership. The literary landscape of 
Bengal has long been noted for its fer- 
tile variety. Scattered among the major 
works of Bengali literature, like 
hothouse growths dotting a majestic 
grove, has been a profusion of minor 
flowerings of indigenous prose potted 
and presented in the format of a little 
magazine, of which at present there are 
some 3,000 varieties in Calcutta. 

Differing widely in content, tone, 
ideology, get-up and circulation, little 
magazines have certain generic traits in 
common. Produced on paper-clip bud- 
gets and committed to an "alternative 
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literature" of dissent, they fight shy of 
any suggestion of commercialism and 
are dedicated to the proposition that 
all men have a right to creative expres- 
sion. In some ways, the little magazine 
is Calcutta's answer to London's 
Speakers' Corner in Hyde Park. 

The little magazine movement in 
Bengal traces its geneology to Sabuj 
Patra, started in 1914 by Pramatha 
Chowdhury as a colloquial coun- 
terblast to the classical tradition. Even 
Rabindranath Tagore, in his contribu- 
tions to the magazine, had to modify 
his patrician tone to suit the new de- 
motic manifesto. A host of publica- 
tions followed, representing a grass- 
roots revolution yielding a rich 
harvest of talent. Buddhadeb Bose's 
Kavita, meant solely for poetry, 
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Mitra: a streetside institution. 


launched a new generation of poets in- 
cluding Bishnu Dey, Jibananda Das 
and Samar Sen. Sudhin Dutta's Pari- 
chay, which celebrated its 50th an- 
niversary in 1981, was another major 
landmark and has weathered many 
changes, including a takeover by the 
Communist Party of India. 








n unknown India who had yet to 

write his famous autobiography, 
Nirad C. Choudhury, brought out a lit- 
tle magazine, Samasamayi, in 1940. 
Before Pather Panchali brought him 
international fame, Satyajit Ray was 
on the editorial board of Chalachchitra 
which died an untimely death after 
only two issues. Krittibash, asuccessor 
to Kavita, started a new poetry move- 
ment spearheaded by Shakti Chat- 


topadhyay, Alokeranjan Dasgupta, 
Sunil Gangopadhyay and Sankha 
Ghosh. 











ш d "Em = 

i ate. n such 
frontline ventures has inevitably been 
very high. Increasing production costs, 
the constant problem of funds, fac- 
tional squabbles and the lure of 
mainstream success have exacted a 
heavy toll. But it seems that no sooner 
has one publication folded than two 
others take its place, ready to soldier 
on despite all odds. In the unending 
campaign of foraging for funds, 
guerilla tactics such as pawning family 
heirlooms to meet production expenses 
are commonplace. The story goes that 
an educated young man from the pro- 
vinces worked in Calcuita as a domes- 
tic servant — the only job he could find 
— in order to fulfil from his meagre 
wages his ambition of starting his own 
magazine, a dream he managed to sus- 
tain for six issues. 

During the revolutionary high tide 
of the late 1960s and early 1970s, the 
little magazine movement reached its 
zenith, with more than 5,000 titles in 
circulation at one stage. Producers 
combated escalating paper prices by 
making a virtue of necessity and pro- 
ducing “mini- 
books” the size 
of matchboxes. 
To cut down 
printing over- 
heads, some were 
handwritten. A 
number of these 
publications had 
a lifespan of a 
day, some were 
produced every 
hour. Others as- 
sumed chimeri- 
cal forms, ap- 
pearing on ciga- 
rette packets, 
postcards and 
posters. Like the 
ephemeral green- 
fly that vanishes 
once its short sea- 
2 *| son is over, such 

ASMABHADATTA | curiosities could 

not last long. But 

their brief existence contributed a 
vivid chapter to the story of the 








little magazines which, undaunted 
by adversity, continue to play a 
vital role in the cultural life of 
Bengal. 


In an effort to redeem at least some 
of these brave ventures from the in- 
evitable oblivion that is generally their 
lot, a little magazine archive was set up 
some years ago in Calcutta. Today the 
library has a collection of about 6,000 
little magazines and has organised 
seminars and exhibitions to highlight 
the cause of such publications. While 
these efforts to preserve the tradition 
have been appreciated, true 
aficionados are not unduly worried 
about the future. They know that so 
long as there is even one writer and one 
reader, the little magazine, in some 
form or other, will continue to be alive 
and well in Calcutta; п 
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Wherever you're considering 
a pharmaceutical project, Foster 
Wheeler is just what the doctor 
ordered to get the job done right. 

From bulk pharmaceuticals 
to finishing operations, prescription 
or OTC drugs, Foster Wheeler 
has the experience, specialized 
know-how and resources you need. 

For two decades, major phar- 
maceutical manufacturers have 
turned to us for both large and 
small ргђесіѕ. 

Currently, we are responsible 
for the design, engineering, con- 
struction supervision, and overall 
project management of ACDIMA, 
a $335 million grassroots multi- 
purpose bulk antibiotics produc- 
tion and finishing plant in Iraq. 


This state-of-the-art-complex will 
use both fermentation and organic 
synthesis to supply a broad range 
of antibiotics. 

But regardless of size, every 
project is important to us. Our 
"Pharmaceuticals and Fine 
Chemicals Group" is a major 
division of Foster Wheeler SPEC. 
This specialty engineering subsid- 
iary provides the advantages of 
dealing with a small, flexible 
engineering firm backed by the 
worldwide resources of a Fortune 
500 company. 

Every client and every proj- 
ect, large or small, get the atten- 
tion they deserve. And our GMP 
Committee makes sure that every 
jobisin FDA compliance. 


And if you are considering 
the potential of biotechnology, 
Foster Wheeler's association with 
Applied DNA can provide you à 
fully integrated biotechnological 
service from conception to scale- 
up to a completed plant. 

Whatever your pharmaceut 
cal needs, Foster Wheeler has the 
right prescription. 

We speak your language 


Foster Wheeler Asia Limited 
Hong Kong — Ocean Centre 
Tel: 3-721-1711 Tix: 37512 
Singapore — Shaw Centre 
Tel: 733-5216 Tix: RS39292 


FOSTER F) WHEELER 


We can fill any prescription, 
in any language. 
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Yes, itis there somewhere. 
The question is, how fast can someone find it 
you? Minutes have a way of becoming hours. Days bı 


The smart way to get the answers you пев d is 1 


IBM Smart Desk. When you put an IBM personal c 


terminal on a desk, you transform it from just furnitui 
works hard to keep you informed and up to the minute 


Turn to your IBM Smart Desk and you'll call 


sales projections immediately, instead of chasing агош 


them. You can scan the marketing manager's last mí 


screen instead of listening to his “music on hold" 
A Smart Desk helps you work smarter becaus 
t 


more time thinking and less time waiting. You can tr 
options using the latest information. Reformat or eve 


ideas in just a few keystrokes. And when you've got ever 


you want it, you can share your ideas instar ntly with « 
people, next door or around the world. 


Smart people are turning to IBM Smart Desks : 


want to get things done. And that’s a smart move 
For further information, contact your IBM re 





The Review Focuses on 
Banking 


For many years now Review readers have become accustomed 
to the annual Focus on Banking published every year in April and 
this year is no exception. How safe a haven is Asia for the multi 
national banks still licking their Latin American wounds — 
particularly the Philippines, South Korea, Malaysia and India. 


Will Asia’s banks, relatively unscathed from recession, have to 
brace against a widely predicted new US recession next year? 
What exciting challenges for the future will emerge from the 
floodtide of banking liberalisation and China’s Four 
Modernisations? 


To answer these and many other questions, the Review's highly 
skilled team of staff writers plus contributors from the Banking 
industry will analyse Asian banking in 1985 and beyond. 


As the world’s premier publication on Asian affairs, the 
Review is considered an essential part of the business day for over 
200,000 senior executives in banking, industry, government and 
the professions and no other publication has a greater command 
of their attention. 


In a Focus issue, this is even more true. 


An advertisement in the FAR eng ш 
EASTERN ECONOMIC REVIEW | Yom) Wl is 
continues to be the most cost Я Tr 
effective means of reaching Asia's v REVIEW 
decision makers. If your company iS [я 
not already advertising with us, why 
not start by taking the excellent 
opportunity of an advertisement in 
the Review's Focus on Banking by 
contacting: 


Ms Elaine Goodwin . 
General Sales Manager 

Far Eastern Economic Review Ltd 
G P O Box 160 

Hong Kong 
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THEATRE 


Al 


Salesman in Beijing by Arthur Miller. 
Viking Press, New York. US$16.95. 





AG Miller arrived in Peking in 
the spring of 1983 to direct his own 
play, Death of a Salesman, for the Bei- 
jing People's Art Theatre. He spent two 
months coaching a group of Chinese 
actors — whose first instinct was to 
don blond wigs and who barely under- 
stood the play — to stage one of the 
most moving performances the author 
had ever seen. The book is based on a 
log he kept throughout the rehearsals. 

It is much more than a book about 
stagecraft. It is also one of the best 
books available on modern China. 
More than that even, it is about the na- 
ture of culture. If culture is mostly a 
matter of social behaviour, such be- 
haviour is a form of acting, largely un- 
conscious, but acting nonetheless. By 
describing how the Chinese gradually 
learn to act — not mimic — American 
characters, Miller reveals, very subtly, 
how human beings tick. For, to act a 
character of a completely alien culture 
— a culture one has never even experi- 
enced first hand — one needs empathy 
at the deepest level. 

Like many great books, Salesman in 
Beijing is a book of discovery; a dis- 
covery of where East and West meet. 
The cultural *experts" offered Miller 
little encouragment. How could the 
problems of an American travelling 
salesman be understood in a country 
which does not even have salesmen? 

Miller encountered a more funda- 
mental problem, too. Theatrical tradi- 
tion in China leaves no room for 
psychological ambiguity: a bad man is 
completely bad, a good man good. In 
Chinese opera this is emphasised by 
the stereotyped make-up. If anything, 
this view was strengthened by the 
communist regime: a class enemy can 
never be, even a little bit, good. 

Modern Western drama, exemplified 
by Miller, is based on ambiguity. Life is 
shown as many shades of grey — no- 
thing is black and white, least of all 
Willy Loman, the salesman, played in 
the Chinese production by Ying 
Ruocheng. It is one thing to teach a 
technically accomplished Chinese 
actor to imitate the mannerisms of 
such a character; it is quite another to 
make an actor, used to nothing but 
stereotypes, understand him. 

Miller, not an expert in Chinese cul- 
ture himself, nor a Chinese-speaker, 
had to grope his way carefully to a 
common understanding with his ac- 
tors. (He was greatly helped, of course, 
by Ying, an actor of genius who speaks 
fluent English, and is well versed in 
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the worlds a stage. . . 





turn the roles into caricatures of Ame- 
ricans diminishes as their understand- 





Miller and the salesman's family: deep empathy. 





| ing of them grows. Chinese and Ameri- 
| can attitudes begin to merge into 
something deeper 

ıl than cultural 





manners; they get 
to the meat of the 


play, which is the 
universal human 
aspiration to rise 


above the disillu- 
sion of daily Ше. 
The triumph of the 
play in Peking 
how uni- 
versal this is 
While plugging 
away at daily 
rehearsals, Miller 
has much to say 
about China out- 
side the theatre 
too. Some of his 
observations are 
obvious though 
true: the 
poverty of the peo- 
ple, the insanitary 


proves 





no less 


INGE MORATH 








Western literature, ) In the beginning of 
Miller's quest — and his diary — the 
Chinese are still referred to as “they.” 
He scrutinises his actors’ faces for 
signs of understanding: “I can now 
read their eyes a bit better, I believe.” 

He then goes on to find historical 
parallels to give his actors something 
to hold on to. This, too, is not easy, for 
historical references can be startlingly 
different. The idea of one of the sales- 
man's sons going West produced much 
confusion. After a baffling discussion 
on this point, Miller guessed that "the 
actor is confusing this with the west- 
ward movement of the nineteenth cen- 
tury — which would put his sense of 
American history about on a par with 
ours on Chinese history . . ." 

But parallels are found: Willy 
Loman's ambitions for his sons are 
compared to the hopes of Chinese 
fathers who want their sons to "be dra- 
gons." The rebellious idealism of Biff, 
the son who went West, reminds the 
actors of young people in the early 
stages of the Cultural Revolution 


4 uge gaps remain nontheless. Death 
of a Salesman is about the price 
people pay for technological progress 
and commercialisation of life. In social- 
ist China, “modernisation” is such a 
novel idea that people have had little 
time to thínk about the possible conse- 
quences yet. But the main problem in 
transferring the play into the Chinese 
world is Miller's "difficulty in seeing 
the play and America as they do. 
Slowly we see, through Miller's eyes, 
the Chinese actors transforming the 
American characters. Their urge to 








conditions, the 
maddening inefficiency, the charm of 
the Chinese despite it all. Other re- 


| marks cut nearer the bone, and offer a 


more chilling view of China: the lack of 
intellectual spark, the docility, the fear 
to speak out, the inability almost to 
think. “Of course,” he writes, “it does 
not mean that thinking people do not 
exist here, but they endless 
struggle against the continuous nar 
rowing-down of the acceptable limits 
of speculation, whose very muscles, so 
to speak, seem to have atrophied in 
many otherwise competent people.” 
Perhaps the most moving descrip- 
tion in the book is of the venerable old 
playwright and now director of the 
Beijing People's Art Theatre, Cao Yu. 
He invites Miller to lunch and in high 
spirits shows his American colleague а 
letter, written in beautiful calligraphy 
by Huang Yongyu, the famous painter, 
The letter, addressed to "my dearest 


are in an 


| and oldest friend" Cao Yu, is a relent- 


less criticism, saying "everything you 
have written since 1949 is of no truth, 
no beauty, no use. What has our coun- 
try done to your priceless talent, and 
what has she done to deserve to lose it." 

Miller thinks at first that the whole 
thing is some peculiar Chinese joke, 
but then realises the letter is deadly 
serious, "damning phrase after damn- 
ing phrase." When he is finished read- 
ing the letter, Cao shouts: “ "The truth! 
This is the work of a real friend! Abso- 
lutely true!’ And he looked at me from 
only inches away, a storm of feeling in 
his eyes, and a ferocity, too.” Aslongas 
this can be said, even in private to 
a foreign playwright, there is hope still 
for China — IAN BURUMA 
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he Roads to Sata: A 2000-Mile Walk 
|. Through Japan by Alan Booth. Weath- 
`  erhill, Tokyo. ¥2,500 (US$9.60). 
sravel writing is much like photo- 
graphy and Japanese haiku poetry. 
All three record fleeting images, de- 
_ tails juxtaposed to express a larger re- 
ality. The myriad details that make up 
— reality do not, of course, make sense. 
Je create sense in our own minds. It is 
je non-sense of isolated images, as іп 
ward Lear’s verse or Zen-like 
ku, which bypass the logic of our 
ds and jolt us awaketo reality. This 
3 why fleeting impressions, whether 
yn paper or film, lend themselves won- 
y to the absurd. 
Alan Booth, in many ways the con- 
ummate travel writer, appears to 
derstand this principle perfectly. He 
a master of the absurd. (The idea to 
2,000 miles from the northern tip 
Hokkaido to the southern end of 
shu is itself rather an absurd 
ertaking.) Take, for example, this 
nary description of a village street: 
r the road a pastry shop called 
nmark and, next to that, a shop that 
s raw squid. A rack of bamboo 
о swords outside a toy store 
ked with baseball bats. The cinema 
sters display the same eclectic 
tastes: Clint Eastwood squinting off 
е telegraph pole, two mottled di- 
saurs locked in combat on the next, 
id a half-naked Japanese Catholic 
n salivating as she fondles a black 
ther riding crop." 
Even the dialogues, for which Booth 
s an excellent ear, sound like pass- 
es from Lewis Caroll: “... a car drew 
the driver wound his window down 
d said in English, 'Where go? 
bama,’ I replied, not looking up from 
“my map. He was half a minute piecing 
"together his second English sentence, 
nd when he had done this, he said, 
тегу carefully, ‘Where go? ‘Obama,’ I 
hed and folded up my map. The 
lriver frowned at me, pointed straight 
= the highway, and said ‘Obama, 
— Obama, Obama’.” 
The cultural propensity of Japanese 
bypass logic and see what they are 
- "supposed to see instead of what they 
— actually see, adds to the Alice in Won- 
- derland atmosphere Booth describes 
— so well. There is a marvellous scene in а 
| tourist boat cut off from any sightsby a 
| thick fog, while the cheery guide pipes 
. through a microphone: * ‘What a beau- 
` tiful mountain — the mount Fuji of 
i Ezo! And to the right you can see 
` Mount Usu and the new mountains 
- called Shinzan and Showa Shinzan.' 
We turned to the right and stared at a 
— grey wall." 
є As a foreigner (gaijin) in Japan, 
— — Booth is like Alice in a very real sense: 
most people he meets on his 2,000-mile 
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walk treat him like a circus freak. 
What they find freakish is not so much 
his foreigness — that they see enough 
of in TV soap operas — but the fact that 
he speaks Japanese fluently, eats raw 
fish, with chopsticks, in short, behaves 
rather like they do. Booth is treated by 
the people he meets with astonish- 
ment normally reserved for creatures 
from outer space. In Japanese eyes he is 
not just a foreigner but a "weird for- 
eigner" (hen na gaijin), an alien who 
does not behave like one. 

Only weird foreigners turn up late at 
night alone at Japanese inns, and 
Booth, predictably, is greeted with 
bafflement, fear, innocent ridicule or 
outright hostility. His many — perhaps 
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Cape Sata 
From Hokkaido to Kyushu: absurd undertaking. 


too many — descriptions of baffled, 
fearful and hostile receptions are often 
witty, but not always entirely fair. 
Alice entering Wonderland is an inno- 
cent; Booth is not. He is a British ec- 
centric. And let's face it, if an Eng- 
lishman walking the length of Japan, 
eating raw fish with chopsticks and 
speaking Japanese appears strange to 
a Japanese, it would seem equally odd 
to most inhabitants of Leytonstone, 
where Booth was born. = 


B: it is part of the British eccentric 
tradition to carry one's oddities 
with a maximum nonchalance, as if 
they were actually quite normal. This 
unshakeable belief in one's own nor- 
mality, heightens the absurdity of 
one's surroundings. The humour in 


cet 


oan descriptions 0 "things 
not English. While one sym- 
pathises with Booth’s impatience with 
Japanese xenophobia, it is hardly sur- 
prising that he should strike people 
with limited imaginations and even 
more limited experiences as odd. And 
oddity, to most Japanese, is best avoid- 
ed. This angers Booth, which is some- 
what unfortunate, for it gives his book 
a peevish tone which can be a little 
tiresome at times. 

Although Booth might have been 
better advised to tone his irritation 
down for literary reasons his attitude 
tells us as much about Japan as it does 
about the author. For it is true that the 
more foreigners know about Japan, the 
more peevish they become. There is a 
simple reason for this: a few mis- 
pronounced words of Japanese from a 
foreign mouth elicit delighted compli- 
ments; a working knowledge of the 
language is greeted with some respect; 
fluency invites distrust, for it dents the 
Japanese self-image of being unique. , 

There is a fundamental contradic- 
tion in Booth's travels in Wonderland, 
for he, the lonely traveller, and they, 
the inhabitants of the land, look at 
each other from completely different 
perspectives. Booth, commendably, 
tries to seek out individuals. As he puts 
it in his foreword: "I have tried to avoid 
generalisations, particularly 'the Ja- 
panese’.” Elsewhere, confronted in a 
bookshop with works by foreigners on 
“the Japanese," he declares himself 
tired of *how the Japanese think." 

The problem is that most Japanese 
may not feel comfortable being treated 
by complete strangers as individuals. 
Japanese tend to make strong distinc- 
tions between insiders — those who 
belong to one's group — and outsiders. 
The way to treat outsiders is by estab- 
lishing rituals. The ritual way to talk to 
unknown foreigners is to ask set ques- 
tions, at best, or babble incoherent 
English phrases at worst. 

While Japanese may wish to guard 
their individuality from strangers, 
Booth, the eccentric Englishman, 
wants his to be recognised. He resents 
being called an American everywhere 
he goes; dislikes being treated as a lin- 
guistic imbecile, and hates the inane 
rituals devised to keep outsiders at 
bay. The fact that he understands the 
rituals and the way of thinking behind 
them so well makes things worse, for 
he will not play the game. 

Such foreigners can do one of two 
things: get used to it or move out of 
Japan. One hopes that Booth will get 
used to it, for his own peace of mind, 
and for the sake of his many readers. 
For he is one of the best foreign obser- 
vers of Japan today. As a description of 
what it feels like to be a freak in Won- 
derland, his book is unsurpassed. What 
one hopes for in future books is a little 
more empathy, which can only come 
with self-awareness, which means ac- 
cepting oneself as a freak. —lAN BURUMA 
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Asia houses over half of mankind. Everyday events are 
happening here that not only shape Asia's future but 
affect the entire world. Asia 1985 Yearbook covers 
these events, compiles analyses and interprets them. 
No businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In Its 26th Edition 

The Asia 1985 Yearbook, celebrating its 26th anniver- 
sary, is bigger and more comprehensive than ever 
before. Matching the rapid pace of Asian development, 
we have gone into greater detail, with deeper insight, to 
produce a book that anyone who has any dealings with 
Asia should have on the bookshelf. 


Features 

The Asia 1985 Yearbook includes a newcomer to every 
chapter — the Databox which gives an instant glance of 
essential data. You will find familiar chapters and fea- 
tures as well: a Regional Round-up, The Power Game, 
Population, Development Banks, Asian Finance, Asian 
Investment, Commodities, Energy, Aviation, Shipping, 
Trade & Aid, West Asia, South Pacific and Asian 
Organisations. 


The main body of the book contains chapters on 31 
countries. Each is divided into 3 sections — Politics/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging irom Afghanistan through China, to 
Korea and Japan, down through the Philippines to 
Australia and New Zealand and then back to Pakistan 
via India, Indonesia, Singapore and Malaysia. > 


As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, 
including a full military profile of every country. Each 
country has a new map to go with its chapter. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from market poten- 
Л ә! апа Тон y trends to foreign aid үшү из 
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and social and cultural landmarks. Each section 
also been supplied with a set of vital statistics compil d 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 
Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours sp 
every year. Every week, the Review's corresponde 5 
provide on-the-spot reports from every major Asia 
capital. From Islamabad to Tokyo, Peking to Canberr: 
and virtually every area of interest throughout Asia. 
leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 26 years 
keep the Asia Yearbook pertinent. To give you 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Review can. 
Soft Cover: HK$170/US$21.95/£20/5$49.50/M$56.50 — 
Hard Cover: HK$200/US$25.95/£23.75/8$58.50/M$67 
For airmail delivery, please add: 
K$45/US$6/£5/5$13/M$15 
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To: Publications Division, CB 
Far Eastern Economic Review, E" 
G.P.O. Box 160, 

Hongkong 


Please rush me copy/copies of the Asia 1985 Yearbook as E 
indicated. | enclose a cheque/postal orderfor' |. | 


Name |. 


Address — 2 M | 


City Post Code | 


Country |... 


Asia 1985 Yearbook (Soft Cover) і 
Price: HK$170/US$21 .95/£20/S$49.50/M$56.50 each і 
No, of copies [1 by surface by airmail” Í 
Asia 1985 Yearbook (Hard Cover) 

Price: HK$200/US$25.95/£23.75/S$58.50/M$67 each | 
No. of copies [1 by surface © by airmail” і 
*For airmail delivery, please add: 

HK$45/USS6/£5/5$13/M$15 per copy 
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Hawke; BHP plant: forging industrial links. "sss 





China is to invest in an Australian mining project 


trons in the fire È 


By Hamish McDonald in Perth 


t hina and Australia are on the 
verge of announcing an agree- 


ment which will mean realisation 
of Prime Minister Bob Hawke's goal of 
linking the Australian iron and steel 
industry to China’s own expansion in 
steel production. A joint-venture pact 
is about to be concluded that makes a 
Chinese state enterprise a 40% partner 
in a new A$200 million (US$137.9 mil- 
lion) iron-ore mine. A formal announce- 
ment is likely during a mid-April visit 
by Chinese Communist Party General 
Secretary Hu Yaobang. 

Western Australia’s Minister for 
Minerals and Energy David Parker 
told the REVIEW the China Metallurgi- 
cal Import and Export Corp. (CMIEC) 
will join one of the leading Australian 


| _ ore miners, Hamersley Iron, in opening 


a new mine at Mount Channar, a rich 
outcrop close to Hamersley’s existing 
mine at Paraburdoo, in the Pilbara re- 
gion. 

Hints of this 60:40 agreement had 
emerged since the two parties con- 
‘cluded a three-month feasibility study 
in December. Parker has also con- 
firmed two further basic agreements 
affecting his state that will be wel- 
comed by Hawke in that they lift co- 
Operation out of the raw-materials 
stage into metal production and fabri- 
cation. But these are unlikely to be 
confirmed during the Hu visit. 

Parker said a long-term purchase 
agreement was all but finalised for 
'CMIEC to buy pig iron billets from the 
Kwinana blast furnace owned by Aus- 
tralia’s monopoly steelmaker, the Bro- 
ken Hill Proprietary Co. (BHP). The 
Chinese order will enable the reopen- 
ing of the Kwinana plant, closed for 
the past three years because its pro- 
duct was uncompetitive against low- 
priced scrap. The other downstream 
agreement involves a proposed joint 


48 





venture between CMIEC and a Perth 
manufacturer, Metro Industries, for a 
plant to make steel webbing. Company 
executives said negotiations were still 
sensitive and far from settled. 

The Australian Government has 
been assiduously courting such 
Chinese involvement for the past two 
years (REVIEW, 20 Sept. '84). Ideas were 
exchanged during a 1983 visit by 
Chinese Premier Zhao Ziyang to Aus- 
tralia and during Hawke's visit to Pe- 
king in February 1984. 

Detailed discussions followed, with 
on-site inspections by Chinese Minis- 
ter for Metallurgical Industry Li 
Dongye and his vice-minister Lin Hua 
(who is also president of CMIEC). A 
high-level imprimatur will be put 
upon these arrangements when Hu 
visits Australia. On 13 April, Hawke 
wil escort Hu on a flight to the 
Hamersley mining town at Parabur- 
doo, possibly making a helicopter ex- 
cursion to an exploration camp on the 
Channar deposit. 

Hamersley itself is not yet prepared 
to claim it has a deal. Its executives 
said discussions were continuing, but 
indicate steady progress. Hamersley 
deputy general manager for market- 
ing and development Alan Perelman 
said negotiations had, now moved to 
commercial aspects after settling the 
technical side. “If the project proceeds, 
we then get to the detailed engineering 
study," Perelman said. Construction is 
expected to take about two years, with 
first shipment of ore around the end of 
1987. 

The potential partners have settled 
on an initial production of 5 million 


tonnes a year, rising to 10 million ton- | 


nes over five years. This is not large by 
the scale of the two biggest producers 
in the Pilbara, Hamersley and the 
Mount Newman joint venture, each 
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shipping 30-40 million tonnes a year. 
As a stand-alone project some 400 km 
from its shipping port, in harsh coun- 
try, it would be totally uneconomic. 
However, Hamersley's existing in- 
vestment in the region, totalling 
A$1.74 billion since 1965, has provided 
much of the infrastructure to overcome 
this. 

A 20-km conveyor system will feed 
Channar ore to Paraburdoo, where 200 
car trains begin their 393-km run to 
the company's deep-water port at 
Dampier. Aside from this, the chief in- 
vestments required will be a crushing 
plant at the mine site, excavation 
machinery and possibly a second load- 
ing berth at the port. China's 40% 
shareholding in the Channar joint ven- 
ture is comfortably inside normal 
foreign-investment rules for resource 
projects. How it will be constituted has 


| not been set, but a mixture of around 


two-thirds debt and a third equity 
would not be surprising. The A$200 
million figure for overall project cost is 
still a rough estimate. 


T he Chinese partner's position as 
both buyer and seller of its 40% 
production entitlement creates a 
two-track marketing set-up, with 
Hamersley selling its 60% to CMIEC 
on a commercial basis. While an arms- 
length stance in pricing negotiations 
may be hard for Hamersley to sustain, 
the additional throughput will help 
spread costs in its transport system. 
When first suggested, the rationale for 
Chinese investment rather than a sim- 
ple long-term purchase contract was 
widely regarded as highly dubious, at 
least on economic grounds, given the 
glutted world market for iron ore and 
substantial excess capacity in Austra- 
lia itself. 

A resurgence of steel output in Japan 
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to the 105 million-tonnes-a-year level 
from the 96 million-tonne trough of 
1982 has combined with expansion in 
South Korea, Taiwan and China to lift 
Australian shipments to near-record 
levels (91 million tonnes in 1984). After 
two successive years of heavy price 
cuts, prices appear to be firming. 
However, early settlements by minor 
Pacific region suppliers (India and 
Canada) for steady prices on ship- 
ments to Japan appeared to dash hopes 
by Australian ore producers of a price 
rise, possibly in the 5-7% range. 

Much turns on the attitude of Brazil, 
where State- owned ore producers have 
been under pressure from their indebt- 
ed government to maximise foreign 
earnings rather than profitability. 
New annual-supply contracts are 
starting to show a tougher Brazilian 
position on prices, with major pro- 
ducer CV Rio Doce winning a 1.6% in- 
crease from a major European cus- 
vomer. 

Parker hopes the Brazilian produc- 
ers will now stand firm in their talks 
with Japanese steelmakers, and al- 
luded to some collaboration with Aus- 
tralia. "For the first time there has been 
close cooperation between Brazilian 
producers and Australian producers, " 
he said, declining to elaborate. 

Brazil’s new mine at Carajas, now 
bringing 35 million tonnes a year on 
stream, threatens to keep world supply 
loose for years to come. Even so, both 
Parker and Perelman argue that stab- 
ility of supply is a rational considera- 
tion for the Chinese in the Channar 
venture. The Pilbara region is one of 
the few sources of “lump” ore — peb- 
ble-sized rock that can be fed directly 


into blast furnaces without the sinter- | 


ing or pelletising needed to prepare the 

dusty "fine" ore more typical of 

supplies from Brazil. Proximity also 
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counts even more with the Chinese 
than with other Asian steel industries, 
since it is limited by the capacity of re- 
ceiving ports in China to compara- 
tively small ore carriers, whose econo- 
mics are severely undermined by 
longer hauls. 

The second major advantage of a 
joint venture is seen as the opportunity 
for participation in management and 
development. Up to 12 Chinese offi- 
cials and CMIEC executives have been 
involved in on-site studies at any one 
time in recent months, and China is 
likely to send a steady stream of mana- 
gers and technicians to Channar for 
exposure to the Hamersley system. The 
main object is learning, however. 
Parker said any Chinese personnel 
would have to be virtually “super- 
numerary" to operational staff, given 
trade-union sensitivities in the Pil- 
bara. Hawke has exerted industrial 
peace-making efforts here (with suc- 
cess so far: working days lost in 1984 
were around 40% of those recorded in 
previous years). 

Extension of political influence 
could be another Chinese considera- 
tion, some speculate. Parker said Aus- 
tralia-China relations had developed 
without great disturbances over such 
issues as Taiwan. "The Chinese have 
now experienced three prime ministers 
in Australia [Gough Whitlam, Mal- 
colm Fraser and Hawke], each of 
whom has built upon the relationship 
developed by his predecessor," he said. 
Straight commercial considerations 
would appear to be more at work in 
the pig-iron deal that Parker said is 
alSo on the way — even though in Aus- 
tralia it is likely to bring the greatest 
political kudos at federal and state 
levels. 

China was the main customer for the 
Kwinana plant before it was shut 
down, along with its captive iron-ore 
mine at Koolyanobbing, 500 km north- 
east of Perth. BHP has been negotiat- 
ing for the past year on a long-term 
contract that would allow the iron- 
works to be refired. Parker said theris- 
ing price of scrap, combined with the 
depreciation of the Australian dollar, 
had now put such a contract within 
BHP's reach. 

The company and CMIEC were now 
working on a 700,000 tonnes-a-year 
supply contract, Parker said, for a six- 
or seven-year term, with! pricing in a 
mix of US and Australian dollars. For 
its part, the state government had ag- 
reed to pare rail-freight rates for 
Koolyanobbing iron ore to a “bare 
break-even arrangement.” That could 
well be the same profit position for 
BHP, and the company has clearly 
been looking long and hard at the 
Kwinana possibilities after initially 
being openly sceptical of Hawke's 
China iron-and-steel initiative. п 
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Seeking a 
new style — 


Hongkong’s knitwear industry 
must change its pattern 
to survive protectionism ч 
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By Paul Sillitoe in Hongkong 
ongkong's vital knitwear industi 
has begun an expensive stru 

for survival — including among oth 

things large-scale automation — # 

lowing the outright refusal of the U 

ed States Government to amend # 

controversial country-of-origin i 

port rules. Since September 1984. t 

rules have prevented exports aga 

Hongkong quota allowances of a 

ers assembled from panels knitted im 

China — standard industry practice 

until recently. ~ 

The US Customs Service rules are 

expected to be enacted into law s д 

despite a recent representation agi 

them by the Textiles Surveillan 

Body of the Geneva-based General 

Agreement on Tariffs and Trade. 

there were no adjustment in the indus- 

try’s structure, some 70% of Ho g- 

kong's sweater exports to the US, 

worth a total of approximately 

billion (US$256 million) in 19 

would be under threat, Hongkom 

Director of Trade Hamish Macleod 

timated recently. Similarly threat 1 

are tens of thousands of jobs both here 

and in China. Н 

Macleod, who in mid-March hele 
further round of talks in Washir 
in an unsuccessful attempt to wi 
concessions from the US, said ord 
for sweaters in December 1984 ¥ 
down some 55% on levels in the sa 
period 12 months earlier. The che 
man of the Joint Committee of Hong 
kong Knitwear Associations, Kenneth 

Fang, said the impact of the new 

tem for the balance of this year we 

be “severe”; at this point, he se 
it appears unlikely that Hongkong. 
will fill its quota allocation for knit= 

wear. b 

The industry's response is taking 7 

four forms: 1 

» Purchase of advanced, automated _ 

knitting machines and partial or com- ` 

plete repatriation of operations from _ 

China. Estimates of the number of ^ 

machines purchased since the origin — 

rules came into effect vary widely, but — 
several sources agree on a figure of ap- — ' 
proximately HK$200 million, repre- - 
senting more than 500 machines. Such _ 
is the demand for these machines, - 
made in Japan and West Germany and — 
costing HK$300-400,000 apiece, thal a | 
significant waiting list is reported to 
have developed. 

Expensive automation is at best a 
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— considering amend- 
ing its own rules of 





| labour in China, however. (The maxi- 
. mum wage paid to most textiles work- 
= ers in the Shenzhen Special Economic 
1 Zone [SEZ] — where the majority of 
— Hongkong panel-knitting operations 


` over 
| expenditure on manually operated 
0 machinery of the type in use in China 
—— and therefore also on expensive 
_ Hongkong labour — may be necessary 
_ аз well. Indeed, industry sources said 


E P. ment also have been 


nomic Community — 
which 


rules — or in Hong- 
7 kong. European tex- 


with the new US 


- kong's revised rules, 
— assembly of EEC-ori- 


permitted. 


ЕЕС 

_ garded as offering 
` being 
- Hongkong manufac- 
turers as 
Б ие sites. Ireland has 


solution to the loss of cheap 


are located — is- the equivalent of 


_ around HK$1,000 a month, including 


bonus. The average wage in the textiles 
sector in Hongkong is around 
HK$2, 800.) 

Although modern, computer-con- 
E knitting machinery can pro- 
duce a broad range of designs, manu- 
facturers say it does not permit the 
_ flexibility that traditionally has 
` given Hongkong knitters their edge 
the competition. Additional 


sales of such equip- 


Assembly of knit- 
wear in Hongkong 
from panels knitted 
in the European Eco- 


would be 
onsidered as being 
f European origin 
der the new US 


tiles are imported 
‘quota-free into the 
‘US. Hongkong is 


origin to conform 


rules; under Hong- 
gin panels would be 


t is understood 
that a number of 
nations  re- 


reasonable costs are 
studied by 


possible 


n mentioned by several companies. 


But this is not a cheap option, Accord- 
ing to Fang, it would be feasible only 


when demand for the relevant product 


— line was very high. Such demand 
would, on one hand, encourage high- 


volume, high-profit production, 
offsetting European production costs. 
On the other hand, the quota-transfer 
premium that such demand would 
create under Hongkong quota, would 
not apply. 

The premium on a quota unit for a 
dozen sweaters currently is about 
HK$100, said Fang. But it.can move 
sharply with demand. Some 18 months 
ago, the same quota traded at a peak 






























quota trading, EROR n issuing, in 
a new quota year, reduced quantities 
of quota to a company that “farmed” a 
given percentage of its allocation a 
year earlier.) 
> Creation of a special industrial Dor- 
der town, on Hongkong's side of the 
border with China. This proposal, first 
mooted in late 1984 by Unofficial 
Member of the Executive and Legisla- 
tive Councils (Umelco) Allen Lee and 
since supported by senior Umelco 
member Sir Sze-yuen Chung, has be- 
come a vexing issue. In a speech in 
mid-March, Chung said the border 
town should be set up to "cater for the 
expansion of our export-oriented 
manufacturing industry. 

" Arrangement should be made with 
the Chinese authorities to allow 





Chinese workers to cross the border to 
work in the border town during the day 
and to return to the [Shenzhen SEZ] at 


night," said Chung, adding that this 
would enable lower production costs, 
“resolves some  country-of-origin 
problems and provides additional sup- 
ply of labour.” 

Government officials, both publicly 
and in private, have rejected:the idea. 
The chief problem with it is that such 
labour transfers would be seen as per- 
mitting a “porous” border with China, 
thus violating Hongkong's integrity as 
a separate customs entity in the eyes of 
international organisations such as the 
Gatt. Nonetheless, support for the 
idea seems to be widening, and there 
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to already inhibited imports - 
from Asian countries 


By Robert Manning in, Washington 
B uoyed by the successtul adoption 

of new country-of-origin rules, 
which curtail textiles and garment 
imports, United States textiles 
manufacturers have launched a new 
effort to restrict Asian imports even 
further. 

The US textiles lobby is backing 
new legislation introduced by Re- 
publican Sen. Strom Thurmond and 
Democratic Representative Edgar 
Jenkins which would hold US im- 

ports of textiles and garments from 
the 20 largest textiles-producing na- 
tions — p in Asia — to a 1% 
ооа on their 1984 levels each 


The Textile and Apparel e En- 
forcement Act of 1985 already has 
32 co-sponsors in the 100-member 
senate, and 132 co-sponsors in the 


is bound to be further discussion of 
it. 

At a time when such harsh publicity 

is being focused on what is seen as 
Hongkong's “co-manufacturing” with 
China, and particularly with the cur- 
rent climate in such countries as the 
US favouring increased protectionism, 
Hongkong is anxious to be seen to be 
playing by the rules. 
» Diversification by firms affected by 
the origin rules out of knitwear, or 
even out of textiles. Several sources re- 
gard this as a possibility over the 
medium term, in particular because 
many companies are very small — a 
good many have only 20 or so employ- 
ees — with little commitment to skilled 
labour or fixed assets. Such companies 
are unlikely to be able to invest sub- 
stantial sums in automation but by the 
same token would find it relatively 
easy to switch quickly into a new man- 
ufacturing line. This is a phenomenon 
for which Hongkong has at times been 
famous; the most extreme example of 
it was the great boom and bust in wig- 
making 15 years ago. 

Director of Industry John Yaxley 
said his department had not seen any 
evidence of knitwear manufacturers 
pulling out as a result of the US move. 
He did not rule out the possibility of a 
contraction in the overall size of the 
knitwear industry, but it was too early 
to say whether this was likely to hap- 
pen. п 
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Thurmond: heavy senate backing. 





tha percentage amounts 
to 9.26 of 1% of the total 
US textiles market. US 
officials say that 1984 
imports amounted to 
21.2% of the total US 
textiles and garments 
market, an increase of 
more than 50% since 
1981. 


he legislation would 
affect the traditional 
major exporters to the 
$ — Hongkong, 
Taiwan, South Korea 
and Japan — but would 
hit hardest the newcom- 
ers in the US market, 
such as China and Asean 
exporters. The basis on 
which the 1% growth 
figure is calculated is the 
1980 trade, extrapolat- 
ing 6% growth a year in 
each category of goods. 
A well-placed trade 


^| analyst here estimated 





435-member House of Representa- 
tives. An aide to Thurmond told the 
REVIEW he expects about 10 more co- 
sponsors. 

The bill defines the largest textiles 
and garments exporters as any with 
1.25% of the US import market — 


TRADE 


that the new bill would 
cut China's textiles exports to the US 
by 59%. The US Government esti- 
mates that Indonesia's textiles ex- 
ports would be cut by 89% and Thai- 
land's by about 70%. The Philip- 
pines, India and Pakistan would be 
similarly affected. 


Plea for enlightenment 


The Gatt asks seven wise men to spell out the virtues 
of liberalisation and the follies of protectionism 


By Anthony Rowley in Hongkong 
he case for shoring up the rafters is 
much more obvious after the roof 

has fallen in than when the structure is 

merely groaning. So it may be that the 
latest worthy attempt by the Geneva- 
based General Agreement on Tariffs 
and Trade to get a meaningful interna- 
tional dialogue on trade liberalisation 
going will be ruefully accepted only 


when renewed trade wars have rav- | 


aged the international economy. But 
there is still time to strengthen the 
framework and prevent such a disas- 
ter. 

Time is not on the side of reform, asa 
report drawn up by seven “eminent 
persons” at the invitation of Gatt di- 
rector-general Arthur Dunkel makes 
clear — as do manifestations such as 
the growing pressure in the United 
States Congress for import surcharges. 
One US senator, Bill Bradley, was 
among the seven wise men, but there is 
a wide gulf between the free-trade sen- 
timent of the report and the current 
protectionist. mood in congress. The 
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world market, according to the Gatt 
report (published on 27 March) is 
‘being choked by a growing accumula- 
tion of restrictive measures." Demands 
for protection are heard everywhere 
and in virtually every industry. The 
rules enshrined in the Gatt itself since 
1948 are "increasingly ignored or 
evaded." 

The main weakness of the Gatt re- 
port is that it,fails to quantify this 


accrétion of protectionism, to point the | 
finger at specific offenders and analyse | 


how much trade and economic growth 
has been forfeited to protectionism 
This may avoid offending national sen- 
sibilities but it equally enables any 
protectionist regime to shuffle the 
blame onto someone else. It also seems 
bizarre that the authors of the report 
did not include a representative of 
Japan, now the world's biggest export- 
er of manufactured goods, though 
luminaries from India and Indonesia 
were included. It seems all the more 
surprising in view of the fact that the 














In addition, exporters which most 
recently have entered the US market, - 
such as Malaysia, Bangladesh and Sri 
Lanka, would be dramatically af- 
fected. Despite their tiny respective 
market shares, the new bill would 
limit growth in exports to the US to 
1% in categories of import-sensitive 
goods. This is defined as textiles or 
garments where the ratio of imports 
to US production is 40% or more 

The Washington administration 
has not yet taken a position on the 
bill, but a US Government source 
told the Review that the bill, “is not 
in confirmity with the Multi-Fibre 
Arrangement [MFA]." 

The administration has said it 
would oppose legislation that con- 
travenes the MFA, and a US trade of- 
ficial said there is little disagreement 
within the US bureaucracy that the 
bill violates the MFA. Said one US 
Government source: “I'm taking the 
bill seriously, the textiles lobby is 
spending a lot of money and effort on 
tt" 

The bill is strongly opposed by 
major US importers, retail and de- 
partment-store chains, farm groups 
and shippers. Martin Lewin, a Wash- 
ington lawyer representing importers 
and retailers said: “If this bill passed, 
the MFA would be dead, as would US 
efforts to liberalise services and hi- 
tech." 











Dunkel: time factor. 


Japan Institute of Foreign Affairs was 
one of the joint sponsors of the report, 
along with the Ford Foundation and 
others 

The report's strength is that it shifts 
debate from a sterile consideration of 
trade issues alone and links these with 
the need for reform in monetary and 


fiscal policies 

The real interest rate on the US dol- 
lar is “abnormally high" the Gatt ob- 
serves, “and is no longer closely tied to 
expectations about inflation. Rapid 
movements of capital across national 


51 





boundaries into dollars [and other cur- 
rencies] have generated large changes 
in exchange rates, which in turn have 
strongly influenced trade flows." The 
volume of interest rate-sensitive funds 
moving now on world markets is 
“many times larger than the volume of 
trade flows" so any changes in mac- 
roeconomic policy are quickly trans- 
lated into international capital flows 
which “swamp foreign exchange mar- 
kets." And exchange rates naturally 
help determine prices in international 
trade. The Gatt bewails the lack of in- 
ternational coordination on mac- 
roeconomic policies. 

With good cause, though it is dif- 
ficult to see how this can be changed 
while discussion of acceptable levels of 
inflation remains a taboo subject in 
Washington and elsewhere, and while 
control of monetary aggregates is held 
to be the only way of holding down in- 
flation. The Gatt at least can take cred- 
it for suggesting one alternative route: 
free up world trade and consumers will 
have access to the lowest-priced goods 
and domestic pressure groups will be 
unable to maximise prices behind pro- 
tectionist barriers. 

Consumers in any highly protected 
économy will acknowledge the 
theoretical truth of these claims but 
governments faced with clamour for 
job protection (none more so than the 
US administration nowadays) might 
find them hard to swallow. Here the 
Gatt has only rather pious remedies to 
offer: "Energetic policies to help 
workers adjust" to open markets and 
the law of comparative advantage — 
constant re-training and "high quality 
education." The workers of tomor- 
row's advanced industries will have to 
be "perpetual students, technologi- 
cally adept and intellectually flexi- 
ble." That is hardly a prescription for 
selling open markets to the masses. 
Maybe it would have been more effec- 
tive to frighten them with warnings of 
the dire consequences of trade wars. 


N ot that the Gatt's description of the 
current state of the international 
trading environment is anything but 
bleak. Agricultural policies have re- 
mained inconsistent with the princi- 
ples of the Gatt from the start while in 
the area of manufactured goods indus- 
trialised countries have devised con- 
cepts of "market disruption" and 
against "low-cost suppliers" not found 
in the original Gatt rules. 

These have been aimed largely at 
Japan and at the "new Japans" of 
South Korea, Hongkong and Brazil as 
well as at developing and state-trading 
countries in general. "The most strik- 
ing example is the web of restrictions 
which has limited exports of textiles 
and clothing for more than 20 years." 
The Gatt makes no secret of the fact 
nowadays that it regards the Multi- 
Fibre Arrangement governing trade 
in textiles as a major derogation of the 


principles of the Gatt proper — and | m 








wants to see it re-incorporated. 

The keystone of the Gatt is the prin- 
ciple of non-discriminaion enshrined 
in the most-favoured nation (MFN) 
rule — that any trade advantage 
granted by a Gatt signatory to one 
country should be extended to all. But 
major exceptions to the MFN rule have 
proliferated — not least through the 
formation of customs unions (such as 
the European Economic Community) 
or free-trade areas (such as Asean). 

At the same time, the benefits of the 
Generalised System of Preferences 
which developed countries grant to 
imports from developing nations are 
vitiated by restrictions placed on im- 
ports of textiles, clothing and manu- 
factured goods from low-cost suppli- 
ers, says the Gatt report. “The final, in- 
visible cost of protectionism is politi- 
cal” and “we are concerned about the 








recent deterioration in goodwill among 
trading nations.” 

The seven wise men of the Gatt panel 
(who included I. G. Patel, former gov- 
ernor of the Reserve Bank of India, and 
Sumitro Djojohdikusomo, former 
minister of trade and industry and of 
finance in Indonesia) put forward a 15- 
point programme of action to improve 
the international trade environment. 
Central to this is making trade policies 
“more open” through the drawing up 
of a “protection balance-sheet” Not 
only should governments disclose sub- 
sidies and preferentiale treatment 
granted to industries but private and 
public companies should be compelled 
to reveal any such subsidies received. 

All this would appear in a “technical 
handbook” kept by the Gatt sec- 
retariat and made available to 
“policymakers and the public.” The 


Dangerous dependence 


Pacific countries have hitched their fortunes to the 
now vulnerable-looking US market, says a report 


overnments in 

East and South- 
east Asia are often 
credited with main- 
taining open and 
flexible economic po- 
licies, enabling the 
region to adapt to ex- 
ternal change. But 
some have allowed 
their exchange-rate 
management to be- 
come so much a hos- 
tage to the fortunes of 
the US dollar that 
the region could en- 
counter severe dif- 
ficulties in maintaining its economic 
growth. 

So argues London stockbroker Phil- 
lips & Drew (P&D) in an analysis of re- 
lative exchange-rate movements in the 
Pacific region. The study covered 11 
economies (Japan, South Korea, 
Taiwan, Hongkong, the Philippines, 
Thailand, Malaysia, Singapore, In- 
donesia, Australia and New Zealand) 
offering exchange-rate indices and 
measures of competitiveness on a com- 
mon basis for these economies. 

The study is based on 1983 trade 
flows among 27 countries — the 11 
listed plus the major market economies 
of the world with which they trade — 
which jointly account for some 76% of 
world trade and a considerably larger 
proportion of the Pacific countries’ 
trade. What emerges is the dependence 
of the region on the United States mar- 
ket and the vulnerability of Pacific- 


Japan 
South Korea 
Taiwan 
Hongkong” 
Philippines 
Thailand 
Malaysia 
Singapore” 
Indonesia 
Australia 
New Zealand 


| area currencies to US-dollar policies. 


By excluding the US dollar from the 
trade-weighted basket of each Pacific 





UNDEPENDABLE GROWTH 
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‘Total exports (domestic exports plus re-exports) 
Source: Phillips & Drew 





economy’s real effective exchange- 
rate index, P&D has been able to show 
the trend in each one’s competitiveness 
in non-US markets. The study was 
thus able to make some interesting and 
ominous projections about what would 
happen in the event of a “sharp slow- 
down in US import-volume growth, 
the imposition: of import duties or 
other protectionist measures.” 

P&D admits that the strong growth 
of US import volumes in 1984, deriving 
in part from the strength of the US dol- 
lar, did “nothing other than benefit the 
world economy in general and the 
Pacific region in particular." Japan, 
Hongkong, Singapore, South Korea 
and Taiwan in particular "all enjoyed 
much higher levels of economic growth 
during the year than was initially ex- 
pected." As a result, the Pacific region 
"has now reached an extremely high 
dependency ratio on the US market 
and there are already signs of slowing 
growth of exports to that country." 

A slowdown in US import growth 
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public should be kept constantly 
aware of the cost of protectionism, via 
educational establishments, consumer 
groups and “advisory groups.” 
Agricultural trade should be based 
on clearer and fairer rules while volun- 
tary export restraints, orderly market- 
ing arrangements and the like should 
be brought into conformity with the 
basic Gatt rules. So should rules on 
textiles and clothing trade. Rules on 
subsidies should be revised, Gatt codes 
on non-tariff barriers to trade im- 
proved and the rules on customs 
unions and ffee-trade areas tightened 
up. Surveillance of international trade 
needs improving and emergency 
“safeguard” protection for particular 
industries should be applied more 
judiciously. Developing countries need 
to be integrated more effectively into 
the international trading system, and 





from the 30% recorded in 1984 to 10% 
would represent no less than a “disas- 
ter” for the Pacific region. The stage 
has now been reached where “the cur- 
rency arrangements within the region 
suggest difficulties may be encoun- 


tered by countries attempting to 
switch their exports from the US to 
other countries.” 


Donum and devaluations of 
various Asian currencies against 
the US dollar during the past four 
years have not insulated them totally 
from the dollar's strength, notes P&D. 
This has not mattered while US import 
demand has been buoyant but there 
has been a progressive loss of competi- 
tiveness since 1980 in non-US markets. 
Thus, any slowdown in US imports 
“may be extremely difficult to offset in 
other markets. Careful management 
of exchange rates appears crucial if 
growth is not to be jeopardised and 
debt burdens in the region are not to 
become crippling." 
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trade in services should become more 
open. Gatt TI procedures need 
improving too. 

Most meaningfully (and ambiti- 
ously) of all, the programme includes a 
new round of Gatt negotiations aimed 
at strengthening the multilateral trade 
system, the formation of a permanent, 
ministerial-level body in the Gatt to 
monitor trade questions continuously 
and international coordination of 
macroeconomic policies. The pro- 
gramme has scant chance of adoption 
in its entirety — but any part of it 
would help. Unfortunately, the slow 
process of influencing opinion which 
the Gatt favours — the report is aimed 
at the public in general rather than at 
governments — does not suggest that 
the views of the seven will percolate in 
time to influence current negotiations 
for a new Gatt round п 





The individual-economy real effec- 
tive exchange rates plotted by P&D 
(excluding the dominant US-dollar 
component) showed a marked decline 
in competitiveness in the exchange 
rates of Malaysia and Singapore. By 
contrast, the South Korean won con- 
tinually strengthened its competitive 
position between 1980 and 1984, re- 
flecting successive devaluations — 
though latterly it has strengthened a 
little. Taiwan, too, has used an active 
exchange-rate policy during the past 
three years to enhance its competitive 
position, though there was a marked 
erosion in 1984. Hongkong's exchange 
rate became increasingly competitive 
in 1982 and 1983 with the rapid decline 
in the local dollar though its non-dol- 
lar exchange rate has strengthened 
sharply since its linkage to the US unit 
at the end of 1983. 

The Indonesian rupiah gained 
dramatically in competitiveness with 
the devaluation at the beginning of 
1983 and subsequent adjustments, 
though it stabilised last year. Mean- 
while, the competitiveness of the Thai 
baht has fluctuated wildly during the 
past four years and became markedly 
more expensive (again in non US-dol- 
lar terms) in 1984. The Philippine peso 
became more competitive in 1982-83, 
then lost ground in early 1984. 

After fluctuating episodes between 
1980 and 1983, the Australian dollar 
became more competitive in 1984 and 
the New Zealand dollar has been 
steadily gaining competitiveness in 
non-dollar terms since the beginning 
of 1982. Finally, Japan's yen regained 
non-dollar competitiveness in 1984 
after erosion in 1982 and 1983. 

Building unit-labour costs into the 
equation, P&D showed that Japan has 
been most successful in lowering its 
costs relative to competitors. At the 
other end of the scale, Singapore's 
competitiveness has declined sharply 
on this measure, reflecting various 
government imposts. — ANTHONY ROWLEY 
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Hongkong 
trade-off 


Commerce between Britain 
and China looks set to surge 
following the 1997 agreement 


By James Bartholomew in London 


dramatic improvement in China's 

willingness to import British goods 
has been evident since the signing of 
the agreement over the future of Hong- 
kong. The British Government denies 
this is a reward for compliance i 
reaching agreement. But it certainly 
appears that the Chinese held up trade 
prior to the signing whereas now they 
appear keen to “buy British” as never 
before. 

In 1983, British exports to China 
were a derisory US$242 million. That 
was only 1.3% of China's total import 
bill. (Japanese exports to China were 
worth around 20 times as much.) But in 
1984, when agreement was reached; 
exports to China began to pick up and 
last December, when Prime Minister 
Margaret Thatcher went to Peking to 
sign the agreement, she also arran 
for a British trade mission to follow 
her. 

Lord Young, cabinet minister with- 
out portfolio, who led the mission, said 
Chinese agreement to this mission re- 
flected the Chinese Government's 
"satisfaction with the Hongkong 
agreement." This was a direct admis- 
sion of the mission's political aspect, 
But Lord Young would not agree thata 
boom in contracts would represent @ 
reward by China to Britain for com- 
pliantly handing over Hongkong. The 
British Government remains sensitive, 
however, to any suggestion that il was 
influenced in its negotiations over 
Hongkong by the possible trade bene- 
fits. Whether or not Britain was 
swayed by the prospect of a trade boom 
when negotiating, it has certainly been 
ready and willing to take advantage 
of the more open Chinese attitude 
since. 

The seniority of the mission's mem- 
bers was testament to that. It was 
probably the most senior mission Bri- 
tain has ever sent to any country. АП 10 
members were from Britain's biggest 
companies. All were directors, amd 
most of them were either chairmen or 
chief executives, or both. James Prior, 
for example, who went for GEC, the 
biggest British electrical company, is 
chairman of the company and a former 
cabinet member 

Richard Giordano who went for the 
BOC group, the diversified gas com- 
pany, is the chairman and chief execu- 
tive of BOC and reputedly the highest- 
paid executive in Britain 

This was a mission that clearly ex- 
pected to collect, and that is what it 
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. negotiations begun and жес Жай, 


—of NEI, said afterwards: 
— the scope of our business to widen con- 
siderably and to include technology 
_ transfer agreements and other forms of 
— cooperation.” 





Bened a 
` if they come to fruition, result in a 
transformation of Britain's exports to 


_ China. The biggest single deal was one 
евра by Cable and Wireless to de- 


- velop the telecommunications systems 


of the Yangtze delta — an area which 
- includes Shanghai. The capital expen- 
diture on this project is expected to be 
some US$500 million in the first five 
years. 

Cable and Wireless also signed 
a memorandum concerning a joint 
venture to establish a telecom- 
munications technology develop- 


А ment centre in Peking costing US$20 


million. BOC signed a letter of intent 
with the Wu Song Chemical Co. of 
Shanghai concerning a joint venture 
to produce high-technology indust- 
rial gases. British Aerospace said 
a “requirement for the BA 146 has 
been confirmed.” The outstanding 
issue now seems to be price. North- 
егп Engineering Industries (NEI) 
has been invited to submit proposals 


» for major turnkey projects for coal- 


fired power stations and power trans- 


— mission. 


Sir Duncan MacDonald, chairman 
"We expect 


Rolls-Royce signed a 
co! recognising imminent signa- 
_ ture of a contract for the supply of 
_ further Rolls Royce "Spey"-powered 
generating plants. Simon Engineering 


Signed up, meanwhile, to build a flour 


mill in Jiangxi. 


edgwick Group, a leading insurance 
broking company, and the only fi- 
nancial-services group on the mission, 


- said "there are a number of specific 






projects currently being finalised 


— which will provide substantial new or- 
- ders for the UK insurance industry." 


Such financial services, according to 


: Lord Young, could be one of the 
` biggest areas of growth. Later this year 


-another mission organised by Lloyd's 


_ of London, the insurance underwriting 


association, is to go to China. So is a 


- mission led by the Lord Mayor of Lon- 


don which will also be selling financial 


— Services. 


Chinese Premier Zhao Ziyang gave 
the Lord Young mission an audience in 


- Peking. “We saw more ministers than 


any trade mission before," said Lord 
Young. He claims that their welcome 
went beyond the usual Chinese polite- 
ness. 

Although they did not see elder 


_ statesman Deng Xiaoping, this was 


hardly a slight for the trade mission. 
Both in Peking and in the provincial 
capitals, they got the red-carpet treat- 
ment. Asked how much value (in 
pounds) two-way trade might now 
reach, Lord Young said: "There is no 
reason to think we will not end up 
doing billions." п 
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By Paul Ensor in Hongkong 


hinese agricultural goods — notably 

feedgrains, raw cotton, and vegeta- 
bles — have become an important new 
item in the burgeoning secret trade be- 
tween China and South Korea which, 
in the absence of diplomatic relations, 
is carried on through middlemen in 
Hongkong. 

The main reason for the heightened 
activity has been the success of ag- 
ricultural reforms in China, which 
have produced surpluses in several key 
commodities and resulted in more au- 
tonomy for local authorities to sell ex- 
cess grain at competitive prices. As one 
trader in Hongkong put it: “Last year, 
the Chinese suddenly found them- 
selves with a lot of feedgrain. Without 
the infrastructure 
to use it or store it, 
exporting the sur- 
plus was the easiest 
way to deal with the 
problem.” 

Analysts in Hong- 
kong expect exports 
to grow, arguing 
that China's pro- 
cessing facilities, 
particularly in feed- 
grains, are now way 
behind their pro- 
duction capacity, 
and it will be years 
before the situation 
changes and domes- 
tic demand is able to 
absorb the increas- 
ed output. Accord- 
ing toa recent state- 
ment by Cao Wan- 
tong, president of 
the China National 
Cereals, Oils and 
Foodstuffs Import 
and Export Corp., 
exports of grains 
will double this 
year compared with 1984. He would 
not give figures on the past year's per- 
formance. 

The main items on the South Ko- 
reans' shopping list have been maize, 
raw cotton and sorghum. The top 
Chinese agricultural export to South 
Korea in 1984 was maize, shipments of 
which amounted to around 700,000 
tonnes, valued at about US$85 million. 
Following floods in the latter part of 
1984, which destroyed some of the 
South Korean vegetable crop, small 
amounts of garlic and red peppers 
were also imported from China. But 
the combined amounts were still a 
trickle in terms of South Korea's total 
agricultural imports, which amounted 
to US$1.3 billion in 1984. In the area of 





The lack of diplomatic ties between China and South Korea 
has not dampened flourishing indirect exports of maize 


grains and feedgrains, the United 
States supplied around 75% of imports 
last year. 

Traders in Hongkong say the 
Chinese have been undercutting the 
US by US$11-12 a tonge on an fob 
basis in maize sales to South Korea. 
The price difference is partly dueto the 
appreciation of the US dollar in recent 
months which has cut into the com- 
petitiveness of US agricultural exports. 
(Australia and Thailand have also 
emerged as major sellers of feedgrains 
to South Korea, further undercutting 
US exports.) 

According to market watchers in 
Seoul, this year South Korea has al- 
ready imported more than 200,000 ton- 


Chinese vegetable crop: circuitous route to Seoul. 2 





nes of maize from China, far more than 
the 50,000 tonnes imported from other 
sources, and China is expected to 
emerge as South Korea's main supplier 
in this category in 1985. The small size 
of each shipment — typically around 
30,000 tonnes — is said to be fairly 
standard for the trade, which is ar- 
ranged in Hongkong, but shipped di- 
rectly from northeastern ports of 
China on small third-country vessels. 


S» Korean buyers have also re- 
portedly made commitments to buy 
72,000 tonnes of sorghum from 
Chinese sources in 1985. Causing some 
concern to US suppliers are the in- 
roads the Chinese have made into 
South Korea's raw-cotton market. 
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Swire Pacific Limited 


RESULTS FOR THE YEAR ENDED 31ST DECEMBER 1984 


AND 1984 FINAL DIVIDENDS 
Swire Pacific Limited’s profits for 1984 increased by 25.3% to HK$1,048.8 million. 
The audited consolidated results were: 


Interest charges — net 


Net operating profit 
Share of profits less losses of associated companies 


Profit before taxation 

Taxation 

Profit after taxation 

Minority interests 

Profit attributable to shareholders 


Earnings per share: ‘A’ shares 
‘B’ shares 


Dividends per share: ‘A’ shares: interim 
final, recommended 


‘B’ shares: interim 
final, recommended 


Net assets per share: ‘A’ shares 
*B' shares 


he net profit attributable to shareholders of Swire Pacific Limited 

for 1984 increased by 25.3%. Cathay Pacific Airways Limited again 

recorded an increase in net profits with improved load factors and 

ylelds, supplemented by capital profits on equipment refinancing. 
Hong Kong Aircraft Engineering Company Limited's results improved by 
40%. In the property market in Hong Kong, a marked improvement in 
underlying sentiment emerged in September 1964 but Swire Properties 
Limited's net profit was slightly below earlier expectations. Reduced 
profits were recorded from offshore services activities and losses were 
incurred in shipping and dockyard activities. Overall operating profits of 
the industries division again improved over those of the fons dn year. 
The trading division had another successful year in 1984. 


Final dividends. The directors of Swire Pacific Limited will recommend 
to shareholders at the annual PT meeting on 23rd May 1985 the 
payment of final dividends of 87.0¢ (1983: 73.0¢) per ‘A’ share and 17.4¢ 
(1983: 14.6¢) per 'B' share payable on 7th June 1985 to shareholders on 
the register of members on 26th April 1985. The share registers will be 
closed from 15th April 1985 to 26th April 1985, both dates inclusive. 
Once again, the final dividends will be satisfied by the issue of scrip to 
each class of shareholder, with the option being given to shareholders to 
elect to receive cash in lieu of scrip in respect of part or all of such 
dividends. Full details of the scrip dividend procedures will be set out in. 
a circular letter which, together with the forms of election for the 
payment of cash dividends, will be sent to shareholders on 1st May 1985. 


investment properties and net assets per share. In accordance with the 
policy of Swire Properties Limited, the annual valuation at open market 
value of the investment properties of the Swire Properties group was 
carried out at 31st December 1984 by professionally qualified executives 
of the group. As a consequence of the 1984 valuation, there has been a 
reduction of HK$270.0 million in the valuation reserves both of Swire 


1983 
HK$m 


10,119.6 


HK$ 2.24 


Properties Limited and Swire Pacific Limited, as compared with 
reductions of HK$1,160.2 million and HK$841.2 million respectively at the 
end of 1983. Taking into account both the retained earnings in 1984 and 
the reduction in the valuation of investment properties. the net asset 
values of the shares of Swire Pacific Limited at 31st December 1984 
were HK$11.20 per ‘A’ share and HK$2.24 per 'B' share which compare 
respectively with HK$11.09 and НК$2 22 at 31st December 1983 


Cathay Pacific Airways Limited expects to maintain strong 
operating results in 1985, although its revenues are very sensitive to 
currency fluctuations and are adversely affected by the strength of the Hong 
Kong dollar against other relevant currencies. Swire Properties Limited 
has experienced a resurgence in demand for its property developments 
for sale and some improvement in prices over those of the previous year 
may be expected. No immediate improvement is foreseen in business 
conditions within the offshore services division and profits will remain 

. Industries division is expected to achieve good growth in 
1985 and the trading division should also produce satisfactory results 


| consider that the prospects for the Swire Pacific Group as a whole for 
1985 are good, reflecting the broad spread of activities of the Group. | am 
also particularly that, with the signing of the Joint Declaration on 
the future of Hong Kong, much of the political uncertainty which had 
been overhanging Hong Kong in the recent past has been removed 
Although many detailed ا‎ т some of which will impact 
directly on parts of the Swire Pacific Group, remain to be worked out 
during the period prior to 1997, | am confident that the overall outcome 
will be such that the Group may continue to prosper in the longer tern 


The Annual Report for 1984 will be sent to shareholders on 1st May 1985 
H.M.P. Miles 


Hong Kong, 25th March 1985 Chairman 


Swire Pacific Limited 
The Swire Group 
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ДЖ, Chinese raw cotton to South Ко- 
` pea rose to around 80,000 bales in 


. 1984. 
К: Most observers in Hongkong and 
— Seoul agree that the trends of the 
А year аге likely to continue in 

. 1985. As the head of the grain depart- 

ment of one major trading company in 
‘Seoul put it: "We'll continue to buy if 

_ they continue to sell.” Some of China's 
most important maize-producing 
“areas are in the northeast, not far from 
South Korea, which adds to the con- 
_ venience of the arrangement. The grain 
_ trader said China's proximity reduces 
transport costs and makes it possible 
- to use small vessels and thus small 
_ ports at both ends of the transaction. 
One middleman said he is trying to 
promote Chinese purchases of South 
— Korean fertiliser in exchange for the 
- feedgrains, though without success so 
Ker. 
According to grain traders in Hong- 
_ Fl kong, the South Koreans’ feed- 
pn is purchased from China in the 
Е: ollowing manner: major buying 
bodies, such as the Korea Corn Pro- 
“cessing Industries Association and the 
National Livestock Cooperatives Fed- 
f; eration put out tenders to the South 
- Korean general-trading companies, 
E hich then telex the information to 
- traders in Hongkong. The traders ar- 
range for the shipments with Chinese 
А contacts from small northeastern ports 
_ in China: the destination is tactfully 
confused by two bills of lading, one of 
- whichis destroyed during the journey. 
The logistics of getting a vessel to the 
port and smoothly paying for the berth 
is the greatest challenge to the opera- 
— tion. This is left in the hands of the 
. South Korean general-trading com- 
panies which must find a third-coun- 
- try vessel (frequently manned and ef- 
— fectively owned by South Koreans, but 
- bearing a flag of convenience, such as 
{ Panama). 
According to one South Korean exe- 
— cutive familiar with such arrange- 
- ments, the small, crowded, badly ser- 
_ viced Chinese ports used often present 
_ major hurdles and freight charges are 
_ rising, from around US$10 a tonne а 
year ago to US$13-15 at present, re- 
ducing the profitability of the busi- 
ness. According to one trader in Hong- 
kong, the port of destination is "an 
open secret . . . [the Chinese] know it is 
going to South Korea but as long as 
. they don't see the name written any- 
where, it doesn't matter." 

The traders involved in this highly 
competitive business are a mixed bag 
— a large number of small China- 
based operators with offices in Hong- 
kong, as well as international grain 
traders such as Cargill Inc. and Conti- 
nental Grain. None who were con- 
tacted by the REVIEW wanted to be 
quoted but they agreed that the trade 
was highly competitive and likely to 
grow. п 
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By Therese Obrecht in Geneva 


he volume of world trade increased 
9% last year — nearly double the 
growth of world production. This in- 
crease was the largest in eight years 
and brought the volume of world trade 
to an all-time high, according to a first 
assessment released by the General 
Agreement on Tariffs and Trade. But 
the growth was very unbalanced and 
relied heavily on the United States. 
This rebound was one of the key fea- 
tures of the cyclical recovery of the 
world economy from the 1980-82 re- 
cession. The Gatt notes, however, that 
the overall volume of world trade ex- 
panded less rapidly than during 1968 
and 1976, the years following the two 
previous recessions. Once again, 
growth in manufactured exports led 
the recovery. Trade in manufactures 
(up 12%) grew more than twice as fast 





as that in agricultural (5%) and min- 
eral products (5%). 

World production of goods, mean- 
while, is estimated to have increased 
by 5% in volume in 1984, well above 
the 3% gain recorded in 1983. World 
agricultural output recovered by 3.5% 
while the volume of manufacturing 
production increased by about 6%. 
The volume of manufactured exports 
by industrialised countries was up 
12% while those from developing 
countries expanded by 14% and those 
from the Soviet bloc 4%. In terms of 
the dollar value of exports, Japan be- 
came the world's largest exporter of 
manufactured goods in 1984, edging 


World trade rose strongly last year though 
more slowly than after earlier recessions 








out West Germany which had held this 
position since 1970. 

Exports of electronic products ex- 
panded nearly 25% in value. Exports 
of cars rose at about the average rate of 
10% for manufacturedegoods as a 
whole. Exports of textiles and clothing 
by the industrial countries increased 
less than 5%, whereas exports of the 
developing countries recorded gains 
well above 20%. Developing countries’ 
exports of clothing rose by more 
than 25% in 1984, exceeding for the 
first time those of the industrial coun- 
tries. 

Due to the continued appreciation of 
the US dollar, many export prices 
again declined when expressed in dol- 
lars, causing dollar unit values to fall 
an estimated 2.5% in 1984. As a result, 
the dollar value of world exports in- 
creased 6.5% in 1984 — as compared to 
9% by volume — reaching US$1.95 tril- 
lion (close to the 1980 peak). 

The developing countries increased 
their total export earnings by 7.5% in 
1984, with exports of all products ex- 
cept fuels up 15%. This compares 
with the export gains by the industrial 
countries and the Soviet bloc in 1984 
(6.5% and 4%, respectively). 

The Gatt expressed disappointment 
that the recovery has not helped to ease 
tensions over trade policies. The most 
visible reason is the lopsided nature of 
economic expansion. The impressive 
growth of output and employment in 
the US contrasts with the weak growth 
and further increase of unemployment 
in Western Europe, whose problems 
are structural rather than cyclical. 

Imports into North America (includ- 
ing intra—North American trade) alone 
accounted for almost two-thirds of the 
increase in the dollar value of world 
trade (compared with one-third in 
1968 and less than a quarter in 1976). 
An even greater disparity in economic 
performance in 1984 is evident among 
the developing countries. 

Japan responded more strongly than 
Western Europe to the stimulus from 
the US. Exports expanded by about 
16% in volume and triggered an up- 
swing in overall Japanese economic 
activity. Imports picked up, as well, in 
particular imports of manufactures, 
which in 1983 was 13% above its 1979 
level, increased by another 19% in 
1984. Japan’s increasing current-ac- 
count surplus reflects not only the 
strong import demand in North 
America (Japan’s most important ex- 
port market), but also the continuing 
emphasis on reducing the govern- 
ment's deficit, and the traditionally 
high private savings rate. u 


4 APRIL 1985 ө FAR EASTERN ECONOMIC REVIEW 


UT YOUR HAND OVER THE HORSE'S EAR. What do you see? A 
profile, with an eye full of infinite love, wisdom and humanity, hair windblown over the 
۰ 
forehead? Or do you see just a piece of a horse’s head? People see things differently. But many 
cameras see things the same way. They give you a standardized command on how and when to 
shoot, so it doesn’t make much difference if it is you or somebody else who pushes the button 
Should you prefer a camera that sees the world your way, consider the Hasselblad. Its advanced 


technology is not there to be your master, but your servant. And a faithful one at that, 


thanks to its exceptional quality. No wonder most leading photographers use the 





Hasselblad. No wonder astronauts use it in space. You may take your hand away now. 


WALA A CEDERQUITT am, bet otn 


HASSELBLAD 


Write for free literature 
Victor Hasselblad AB, Box 220 


$-401 23 Góteborg Sweden 





The customs and traditions that make Thai cult 
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Everything 
as you would expect. 
And more. 


MARINA 
MANDARIN — AT MARINA SQUARE 
SINGAPORE 


A hotel so special, so spectacular. 
Soon. In the new heart of Singapore. 


The moment you step into the new Marina Mandarin, you'll be 
greeted by a breathtaking sight. The whole interior is designed 
around a spectacular 18-storey Atrium. A gigantic 36 metre 
long modernistic-sculpture suspended from the skylight forms 
the focus of attention. 


Each of our 640 rooms and suites offers the luxury of 18th 
Century oriental splendour and looks out on beautiful views of 
the Marina Bay and city skyline. 

Exquisite gourmet meals are served at our four specialty 
restaurants. In addition, there are casual meal outlets, lounges 
and a discotheque. 

Recreational facilities abound, while connected to the hotel will 
be S.E. Asia’s largest shopping mall. 

Marina Mandarin. The most spectacular hotel in the new heart 
of Singapore. 


Opening late 1985. 


The Atrium: the 18-storey centrepiece 


Managed by 
Mandarin Singapore International 
For more information, please contact: 
Mr Michael T. S. Tan 
Director of Sales & Marketin 
333 Orchard Road, Singapore 0923 
Tel: 7379155. Telex: RS 21528 MANOTEL 
Cable: MANRINOTEL 


Corporate brochure available on request 


Represented by: The“Jeading“Hotels of the^World ' 
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of Asean's t airlines — Malaysian Airline 
Airlines and Singapore Airlines — 


have run up against determined resistance by Britain 
to their attempts to expand operations on the lucrative 
Southeast Asia-Britain route. In each case the British 
authorities have come up with the same argument 
against added competition — that the existing level of 
traffic does not justify increased flights. However, 
Asian airline executives suspect the zeal of the British 
Government is reinforced by an added consideration 


— to 


safeguard the revenues of the state-owned Bri- 


tish Airways as it prepares to privatise the airline by 
floating its stock to profit-minded investors. 


Down-to-earth deadlock 


The continuing row between Malaysia and Britain 
over bilateral air services may involve Thatcher 


By James Clad in Kuala Lumpur 


long-running and sometimes tense 

air-services row has arisen from 
Malaysia's persistent efforts to gain an 
extra weekly flight to London for its 
national carrier, Malaysian Airline 
System (MAS). The dispute looks set to 
continue — despite two meetings in 
January and February of a joint British 
Airways-MAS working party and des- 
pite Prime Minister Margaret 
Thatcher’s imminent visit to Kuala 
Lumpur in April. 

Both airlines now operate four ser- 
vices each between London and Kuala 
Lumpur under a 1973 air-services 
agreement supplemented by a more 
detailed memorandum in March 1982. 
Under the agreement, both sides may 
only ask for additional flights when 
their joint seat-load factor reaches 
67%, averaged over six months. This 
means 67% of an approved capacity 
for each airline of 1,240 seats each 
week in each direction 
— in other words, fill- 
ing 310 seats on aver- 
age in every Boeing 
747 (which has an ac- 
tual capacity in ex- 
cess of 400 seats). 

The Malaysians say 
this has been achiev- 
ed but that British 
Airways, and the Bri- 
tish Government be- 
hind it, will not play 
fair. MAS claims it 
has met the required 
percentage by add- 
ing a “reasonable 
amount” (as the Bri- 
tish Airways-MAS 
agreement allows) of 
“5th and 6th freedom 
passengers” — that 
is, London-Australia 
passengers not break- 
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ing their journey in Kuala Lumpur 
other than to change planes. 

The Malaysians want this category 
of passengers to comprise a quarter of 
the 67% threshold; they also argue that 
passenger traffic between Malaysia 
and London is growing by 5% a year 
and claim that lack of extra capacity is 
causing Malaysians and other regional 


passengers to take other airlines to | 


Britain. 
The British contend that the MAS 
figures actually disguise a much higher 


proportion of London-Australia pas- | 


sengers than the Malaysians admit 
and they say the strictly London 
Kuala Lumpur traffic is not growing 
fast enough to warrant an extra MAS 
flight. A government source in London 
told the REVIEW: “They say this [25%] 
is perfectly 'reasonable' but we do not 
and cannot agree." 

In any event, the airline industry is 





not surprised at London's resistance; 
at present, British Airway ind the 
Australian carrier Qantas carry less 
than 50% of London-Australia traffic. 
Airlines such as MAS ipore Air- 
lines, Cathay Pacific Airw Thai 
Airways and some Europe irlines 
pick up the remainder 


Sir 


“If MAS succeed T ine rep- 
resentative said, "all these other car- 
Tiers could demand ‘bette cess to 
London whenever 25% of their passen- 
gers are simply travelling between 
London and Australia.” He continued 
“If this happens the share of traffic 
available to British Airways and Qan- 
tas would diminish still more as 
would British Caledonian Airways 


hopes someday to compete on the Aus- 





MAS passengers: a prolonged dispute. 








tralian run.” Thus, there is consider- 
able pressure in London t ld the 
line, he suggested 
his in turn may accoun r the un- 
usual intensity of Malaysian pres- 
| sure on the issue. Generally, bilateral 
alr-services negotiations are continu, 
ous but quietly conducted exercises 
But, in this instance, the Malaysians 
have applied an unprecedented degree 
of public pressure. The dispute sits 
high up on the agenda for Thatcher's 
visit on April. 
Another departure 
from "normal" nego- 
tiations is the pace- 
setting autonomy the 
government here has 
given MAS chairman 
Datuk Abdul Aziz, 
whose single-minded 
pursuit of the goal 
has impressed Ob- 
server 
One factor that ac- 
counts for British at- 
titudes to the MAS 
case springs from а 
contident I memo- 
ral under- 
standing tween 
carriers from Asean 
Britain and Australia 
which came into ef- 
fect on 1 June 1981 
The unpublicised 








| 


ee RR 


aa 


agreement embodied London's and 
Canberra’s acceptance that all Asean 
airlines, including MAS, on the Lon- 
don-Australia run could have “unre- 
stricted access" to excursion/super- 
Apex fares providing for a stopover in 
one direction in any Asean country or 
in Hongkong. 

According to sources, however, the 
British and Australians have de- 
manded that “access to the fare would 
not be regarded as justification for re- 
quests for increases in capacity by 
Asean carriers on either the sectors be- 
tween their home bases and Australia 
or between their home bases and the 
UK” — a condition sources said was 
officially confirmed by the Asean eco- 
nomic ministers meeting in Jakarta on 
29-30 May 1981. MAS’ case for a new 
weekly service to London relies in part 
on passengers travelling on these spe- 
cial fares. 

British Airways also believes the 
Malaysians’ figures in support of their 
case may overstate the number of Ma- 
laysians forced to fly non-MAS flights 
because the surveys were conducted in 
peak periods when “loss of traffic to 
such services was abnormally high.” In 
the recent working-party talks, the 
two airlines presented differing esti- 
mates of the growth in traffic for the 
next four years, ranging from 10.4% to 
14.5%. They did agree, however, that 
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British Airways-MAS London passen- 
ger numbers grew 6% from April-Oc- 
tober 1984. і 

The continuing stalemate has since 
been complicated by a row between the 
Malaysian Government and foreign 
airlines over a new measure giving tax 
exemptions for employer-paid travel 
on MAS flights only (REVIEW, 21 Mar.). 
Previously, the exemption applied to 
travel on all carriers. Introduced in Oc- 
tober 1984 to reduce Malaysia's worry- 
ing invisible-payments deficit, the 
measure indirectly will lift MAS' earn- 
ings further. Under Aziz's manage- 
ment, the airline's pre-tax profitabil- 
ity has grown impressively, jumping 
10-fold in the last annual accounts. 

At the moment, therefore, progress 
in resolving the rights-and-wrongs of 
the fifth flight to London probably de- 
pend on decisions about the MAS-only 
tax exemption — which overseas car- 
riers oppose because they say it strikes 
at the element of "equal treatment" 
embodied in their respective air-ser- 
vices agreements with the Malaysians. 
British Airways says the loss of busi- 
ness on its own and other carriers, 
while not quantifiable, is "substan- 
tial." The tax measure has affected 
British Airways' recently introduced 
one-stop Tristar service from London 
to Kuala Lumpur which depends on 
higher traffic to make it pay. п 


Manchester's guardian 


Singapore’s efforts to expand service to Britain are 
turned down to keep the market for domestic carriers 


By V. G. Kulkarni in Singapore 
ingapore’s aggressive and success- 
ful national flag carrier hoped to 

start services to Manchester this year, 
but that is not to be. The British De- 
partment of Transport (DoT), with an 
eye to protecting the competitive posi- 
tion of British Airways, rejected the 
Singapore Airlines (SIA) application, 
setting off yet another landing-rights 
row between Singapore and SIA's de- 
stination countries. The dispute essen- 
tially involves the volume of traffic, 
actual or potential, and the desire of 
the British Government to keep as 
much of the traffic as it can for the Bri- 
tish carrier on the route — British Air- 
ways. 

SIA, which has seven flights weekly 
to London’s Heathrow airport, wanted 
to add three to Manchester. In turn, 
Singapore offered the same number of 
flights from Manchester to Singapore 
to a designated British carrier. But the 
DoT was willing to offer Manchester to 
SIA only if the Singapore carrier ag- 
reed to an equivalent reduction in its 
flights to Heathrow. The British ar- 
gued that SIA sought to put more capa- 
city on its routes than was justified by 
the number of passengers travelling 





SIA cabin staff: unfair competition. 


between the two countries. Without 
significantly increasing the volume 
of traffic between Singapore and Bri- 
tain, a new service would allow SIA 


| Terminal 
iliness? 


Philippine-British discord may 
spill over to Hongkong and 
damage relationships all round 


By Jose Galang in Manila 

nless they resolve their air-traffic 

differences soon, th® Philippines 
and Britain will cancel each other's 
flag-carrier's landing rights in Oc- 
tober. The conflict has come to a head 
following a wide variance in the in- 
terpretation of the air-services agree- 
ment adopted by both governments in 
1955 — and an apparent desire to pre- 
vent added competition for British 
Airways. 

The Philippines maintains that its 
flag-carrier, Philippine Airlines 
(PAL), is entitled to three flights 
weekly under the agreement. But Lon- 
don argues that the number of flights 
that both airlines can have depends on 
certain conditions that have to be met, 
including the volume of traffic on the 
route. 

PAL has been flying the Manila- 
London route twice a week since 1981. 





travel market, said the DoT's ruling. 

SIA charged that Britain was being 
protectionist, contrary to Whitehall's 
declared policy of free competition in 
the skies. The Manchester Interna- 
tional Airport Authority, the interests 
of which lie in boosting services to that 
area, estimated that there 
could be an additional 
19,000 passsengers annually 
from Manchester if more air- 
lines flew in. However, the 
impact of traffic through 
Heathrow was not ascet- 
tainable, nor has it been esti- 
mated how much British 
carriers would lose out to 
SIA, if the new services were 
permitted. 


IA came up with its own 
argument. It said there 
was such ample traffic that 
other airlines — British Air- 
ways and Qantas — flying 
through Singapore from and 
to Britain and beyond 
picked up a sizable number 
of passengers. But the Bri- 
tish would not budge. Indus- 
try sources maintain the 
plans to privatise state- 
owned British Airways will 
mean a continuation of London's pro- 
tectionist stance on landing rights. 
Singapore will have to live with 
that. 
The British aviation 





lobby has 


to eat into the Britain/Australasia | 
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applied for a fligh 
but London rejected oe 
application. The British 
Government told PAL 
that it was not carrying 
enough traffic between 
Manila and London to jus- 
tify a third flight. On the 
other hand, PAL believed it 
was merely exercising its 
right under the air agree- 
ment. 

What intrigued Philip- 
pine authosities further 
was that a few days before 
PAL filed its application in London 
for a third flight, a British delegation 
called for a hurried "consultation" 
(which is prescribed in the air-services 
agreement to resolve problems). Ac- 
cording to Manila officials, British 
Airways had apparently got wind of 
PAL's plan and they asked Philippine 
aviation officials to dissuade the 
airline from pursuing it. PAL filed the 
application anyway on 30 January 
1984. 

The British Government later can- 
celled PAL's operating permit — 
which authorised PAL to operate three 
flights weekly — and replaced it with a 
new one that allows PAL only two 
flights weekly. PAL took the British 
Transport Department to court and 


also charged that state-owned SIA 
offers unfair competition to Western 
airlines as it is subsidised by the 
Singapore Government, a charge often 
denied by SIA officials. The airline 
has apparently decided that it can 
squelch such criticism by offering SIA 
shares to the public. Although the 
move has been rumoured since 1984, 
investor expectation was heightened 
early this year when SIA asked inter- 
national merchant bankers to submit 
flotation proposals to its principal 
banker, Development Bank of Singa- 


pore. 

SIA chairman J. Y. M. Pillay told 
visiting British journalists on 19 
March that SIA would only offer 10% 
of its 500 million authorised shares to 
the public by the end of this year. At 
present, the government holds 81% of 
the company with the balance owned 
by the airlines employees. Pillay 
suggested a price of S$5 (US$2.20) a 
share or S$2.5 billion for the 50 million 
shares, though he noted the price may 
vary depending on market conditions 
or SIA's capital needs at the time of 
offering. 

Contrary to expectations, Pillay said 
that the initial offering will be re- 
stricted to the Singapore market. Mar- 
ket analysts who were anticipating a 
larger offer of 30% — still leaving a 
51% majority stake in the govern- 
ment's hands — to be listed simultane- 
ously in New York and London as well, 
were disappointed. 





PAL DC10: a wide variance in interpretation. 


won à favourable decision — the court 
said that the government did not fol- 
low the proper procedure specified in 
the air-services agreement before can- 
celling PAL's permit. 

British aviation officials sub- 
sequently issued another operating 
permit — also allowing only two 
flights for PAL — but after taking the 
steps specified in the air agreement. 
This time, when PAL went to court, the 
judge ruled in favour of the British. 

PAL pursued the case to the British 
Court of Appeal and won a favourable 
decision in early October. On 29 Oc- 
tober 1984, the British sent the Philip- 
pines a notice of termination of the 
bilateral air-services agreement. 
Under the terms of the agreement, if 
alternative action is not taken within a 
year of the. notice, the agreement will 
expire automatically. 

There are, reportedly, diplomatic 
moves being quietly made to resolve 
the conflict. However, neither side is 
ready to admit taking the initiative. 


I: the court battles, the two sides 
showed conflicting views on how the 
airlines should be counting their vol- 
ume of traffic. The British, in support- 
ing their contention that the traffic be- 
tween Manila and London does not 
justify a third flight for PAL, pre- 
sented figures based on a random sam- 
pling of PAL's passengers arriving at 
Gatwick Airport. The sampling, PAL 
noted, failed to take into account the 
traffic between Manila and other 
points en route to London. 

PAL, on the other hand, convinced 
the British Court of Appeal that its fig- 
ures were "full and accurate." PAL 
said its traffic on the Manila-London 
route represented 51-56% of capacity 
from 1981 up to the winter of 1983-84, 
which, according to one source at the 
Ministry of M Affairs, more than 
justified a third flight. The load factor 
for the entire route, including travel 
between intermediate points, reached 
as high as 70-80% in the winter of 
1983-84, according to the PAL figures, 
which indicates that the airline's 
flights were mostly fully booked. 

British aviation officials, however, 
refused to include the traffic between 
intermediate points as part of the ag- 
reed volume under the air-services 
agreement, counting only those mak- 


ing the whole Manila-London flight, 
As such, London came up with a much _ 
lower volume of traffic. д 
PAL's share of the Australia-Lon- 
don route has also been eating into the 
markets of British Airways and Qan- 
tas, according to the British offici 
However, PAL showed Australiz 
statistics indicating that it was carry= 
ing опу 2.1% of total passengers on 
that route. "Singapore has a mr 
higher share of that traffic volume an 
yet the British Government has 
threatened to terminate its air-servit 
agreement with them,” a Philippine 
aviation official said. 
Both camps suspect there are under- 
lying reasons for each other's actions. _ 
The British, according to sources, are 
convinced that PAL wants a third 
flight to London as part of its efforts: 
increase the competitiveness of its opi 
rations in Europé. Philippine offici; 
say that the third frequency is Бей 
denied because British Airways co 
not economically operate a third flig 
on the route. 
The British also say that PAL can af- 


4] 






















ford a third flight because of certain | 











economic advantages (primarily low - 
labour cost) it enjoys. However, Ма 
civil-aviation officials say that in 
alone PAL already is disadvanta 
because Manila is the second most 
pensive refuelling point in the worl 
after Karachi. 
If the air-services agreement is ¢ 
lowed to expire by October, not only _ 
will British Airways and PAL 


landing rights in each other's countries 


Y UM 


— because Hongkong is legally Briti 
territory, Cathay Pacific Airways and _ 
PAL will also lose the lucrative route _ 
between Manila and Hongkong. How- 
ever, this could be avoided by an agree- 
ment between PAL and Cathay Pacific: 
similar to other inter-airline pacts al- 
ready in operation in Hongkong. 

It will not be the first time that the — 
aviation relationship between the two — 
countries has been cut. In 1963, the — 






British stopped PAL operations be- ~ 


tween Hongkong and Bangkok. In re- _ 
taliation, the Philippines suspended _ 
British Airways’ operations between 
Manila and London. That dispute 
dragged on until 1981 and was resol- 
ved only after a series of consultations 
between the two governments that 


began in 1979. п 
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— By Robert Manning in Washington 
IT ara World debt is expected to near 
_ M USS$1 trillion by the end of 1985, 
t the World Bank is cautiously op- 
~ timistic that the critical phase of the 
_ debt crisis is over, as the major debtors 
__ have improved their position. 

_ This is the relatively buoyant assess- 
— ment given by World Bank vice-presi- 
ent and chief economist Anne 
Kreuger while unveiling the 1985 edi- 
tion of the bank's World Debt Tables. 
| Kreuger said the “financial phase" of 
the debt crisis “is now largely over" 
anks to a combination of coordina- 
on among central banks, private 
and the International Monetary 
nd, and successful adjustment 
licies of less-developed country 
(LDC) debtors. 

|_ According to the bank, new loans 
from private lenders fell 27% from 


BT. 


Є outh Korea's current account fre- 
quently becomes the focus of 
erplexed concern among the techno- 
crats, businessmen and pundits of 
oul when it does not behave as they 
ve decreed. Their embarrassment 
fas evident when the 1984 current-ac- 
— count deficit was US$362 million more 
than the targeted US$1 billion. 
In response to this loss of face, offi- 
s sought an an even tighter ceiling 
1985 — aiming to pare the current- 
ount deficit down to US$500-700 
nillion — only to watch the deficit 
bound to US$594 million in the first 
wo months of the year. With slacken- 
ng demand for a number of major 
uth Korean exports, and many busi- 
men feeling jumpy after the de- 
se of the Kukje Group in February 
(REVIEW, 28 Feb.), the mood in Seoul is 
one of cautious belt-tightening. 
— In an attempt to reduce the size of 
the year-end deficit figure, the govern- 
- ment played with its trade figure — 
— imports were held up at the docks until 
the new year, and some exports or- 
- dered in the latter part of 1984 but not 
o be delivered until early 1985 were 
recorded as December exports. This 
brought the deficit down a few 
hundred million dollars, but still well 
above the target figure of US$1 billion. 
The worse-than-expected perform- 
vance of the current account in 1984 was 
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Older and deeper in debt 
.. The World Bank is optimistic that the crisis is past the worst, 
e but protectionism could aggravate the problem 


1981-83, and lending remained de- 
pressed in 1984 as well. Loans to the 12 
major borrowers, defined by the bank 
to include India, Indonesia, South 
Korea (but not the Philippines) among 
Asian countries fell 3595 in the period. 
The pace of the growth of Third World 
debt slowed to an estimated 6% in 
1984, according to the bank, compared 
with a 1981 increase of 15%. 

At the same time, the bank says 
LDCs increased their average growth 
rate in 1984 to 4.1% in real terms, up 
from 2.3% in 1983. Kreuger said that, 
"if the industrial countries can achieve 
3% growth, and if they maintain open- 
trade policies" Third World real 
growth is projected at 4.6% this year. 
According to Nicholas Hope, chief of 
the bank's external-debt division, such 
real growth, accounting for inflation, 
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Heavy & chemical 

Light industrial 

Raw materials & fuel 

Livestock, food & 
consumer goods 


IMPORTS 

Crude oil & raw materials 
Capital goods 

Grains & other foods 
Consumer goods 


Source: Economic Planning Board, 


mainly due to a widening invisible 
trade deficit, arising from a higher- 
than-expected interest payments on 
external debts, as well as large in- 
creases in imports of non-oil raw mat- 
erials (up 18.375) and capital goods (up 
29.3%). Total imports in 1984 were up 
16.9% from the previous year, while 
exports rose a healthy 19.6%. 

Exports of heavy and chemical pro- 
ducts continued to perform better than 
other categories, rising 24% to 
US$15.56 billion, while light indus- 
trial goods saw slower growth, rising 
by 15.1% to US$11.11 billion, Export 
growth was especially marked in the 
early part of 1984, fuelled by robust 
demand in the United States. As ex- 
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manufa d goods increased 25% in 
1984, and the volume of LDC exports 
for 1985 is projected to increase by 7%. 
While bank officials concede that a 
number of countries in Africa and 
Latin America have failed to register 
such progress, Kreuger argues that, 
"developments in 1984 represent ...a 
vindication of the case-by-case ap- 
proach adopted by lenders.” This “re- 
turn-to-normalcy" mood expressed by 
bank officials mirrors the majority 
view of money-centre Ynited States 
commercial banks. 


K reuger also cited the accord work- 
ed out between Mexico and the pri- 
vate banks as the first of a "new breed 
of multi-year reschedulings." A key 
element in the agreement was to re- 
ward Mexico for its success in adopt- 
ing IMF-recommended adjustment po- 
licies by reducing the interest-rate 
spread by 0.75 of a point on US$5 bil- 
lion in new money, and on US$24 bil- 
lion of previously rescheduled pub- 
lic debt which was stretched out un- 
til 1998. Maturities on public debt 
not previously restructured will be 
spread out over 14 years. Another key 
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Growing deficit worries 


ports slackened in the latter part of the 
year, it was the light industrial 
categories which were hit hardest. 

In the first two 
months of this year, 
exports were down 
4.4% against the com- 
parable period in 
1984, while imports 
fell 3.9%. Letters of 
credit received in 
February, down 17.4% 
from a year before, 
hardly present a pro- 
mising picture for ex- 
ports in the immediate 
future. Causing wide- 
spread concern in 
January's figures was 
the dramatic fall in 
shipments by key sec- 
tors, such as ships, steel, textiles and 
footwear. A sectoral breakdown of ex- 
ports in February is not yet available, 
but there is little prospect of growth in 
these areas in the near future. 

i n response to these problems, the gov- 
ernment has announced a number 
of measures to encourage exports, and 
discourage imports. Export financing 
will be more easily available under the 
new measures. Since the rise of the US 
dollar on foreign exchange markets, 
the proportion of financing to total ex- 
port cost available to South Korean 
exporters has been shrinking. 

Financing will now increase to cut 

exporters' costs. To reduce capital 
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provision is that loans will be priced 
at the rate of US certificates of depo- 
sit. 

Bank officials told the REVIEW that 
the most likely Asian candidate for 
loan restructuring on the Mexican 
model is the Philippines. Manila is not 
listed among the 12 major borrowers 
(defined as having more than US$15 
billion in outstanding medium- or 
long-term debt). The bank's World 
Debt Tables list the Philippines’ out- 
standing debt (excluding short-term 
obligations) at US$13.66 billion 
through 1988. 

Kreuger cautions that her optimism 
is based on the ability of debtors to 
continue expanding their exports, and, 
therefore, on the ability of industrial 
countries to avoid protectionist mea- 
sures and to “roll back” existing bar- 
riers. Another fear expressed by 
Kreuger is a scenario where recovery 
in the US, which absorbs the lion's 
share of LDC exports, runs out of 
steam. Yet another negative factor fac- 
ing LDC debtors, cited by the bank, is 
that terms of trade “did not improve” 
in 1984, and commodity prices are pro- 
jected to drop slightly this year. 

Despite Kreuger's assertion that the 
debt situation is in its “corrective 


SOUTH KOREA Il 


equipment imports, financing for local 
purchases will be made more attrac- 
tive, and to reduce energy imports, na- 
tional savings drives have been initiat- 
ed. In addition, officials are vowing to 
cut imports of major raw materials and 
consumer goods. 

The tight control the government 
maintained on the broadly defined 
money supply (M2) last year, when 
monthly average increases on an an- 
nualised basis averaged 8.9% has been 
maintained so far in 1985, with a slight 
jump in February to 9.1% because of 
election-related spending. In holding 
to its tight monetary ceilings, Seoul’s 
technocrats have not lost sight of their 
main goal — controlling inflation. Ac- 
cording to official figures the con- 
sumer price index in February was up 
only 1.3% on a year-to-year basis. 

The fall of the Kukje Group, an- 
nounced only days after the national 
assembly elections in mid-February 
has added to the worries of businesses 
already concerned about the effect of 
the government's monetary squeeze. 
According to a recent survey of 521 
companies conducted by the Federa- 
tion of Korean Industries, 40% of re- 
spondents expected their financial po- 
sition to worsen in the first half of 
1985, compared to 21.1% who believed 
it would not; the remainder foresaw no 
change. Senior officials have been 
quick to assure the business communi- 
ty that shock treatment of the kind 
used on Kukje will not become the rule. 

— PAUL ENSOR 
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phase,” the debt tables reveal that the 
12 largest debtors had “negative net 
transfers" of QS$15 billion in 1984. 
This is a 50% increase in negative cap- 
ital flows over 1983. Overall, in 1984, 
LDCs paid US$7 billion more to ser- 
vice their debt than they received in 
new long-term disbursements, accord- 
ing to the bank. But bank officials say 
that the phenomenon of negative net 


transfers "appears to be confined to, 


the 12 largest debtors." 
Bank officigjen pta 
N 










SHUTTING DOWN FOR GOOD 


Banco Filipino is to be liquidated and officials prosecuted 
on the orders of the Philippine Monetary Board 


By Jose Galang in Manila 

hilippine monetary authorities 
Il" have ordered the liquidation of a 
major savings bank, Banco Filipino 
Savings and Mortgage Bank, which 
has been under central bank re- 
ceivership since 25 January. The de- 
cision, reached by the policymaking 
Monetary Board on 22 March, was 
based on the receiver's evaluation 

that the bank has become insolvent. 
Central bank analysis showed that 
Banco Filipino, at the time it was 
placed under receivership, had total 








realisable assets of P3.9 billion 
(US$210.8 million) and total 


liabilities of P5.16 billion. Banco 


Т 1; 


Filipino officials immediately dis- 
puted the legality of the liquidation 
order, describing the central bank 
figures as “fabricated.” 

Banco Filipino had a deposit base 
of about P4 billion until mid-1984 
when it was besieged by a heavy de- 
mand for withdrawals. Small de- 
positors comprised the bulk of the 
bank's clients in nearly 90 branches 
nationwide. The bank was getting 
emergency cash advances from the 
Central Bank of the Philippines until 
July 1984 when the authority stopped 
all assistance, because of Banco Fili- 
pino's alleged diversion of emergency 
funds to other, related companies. 
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three broad categories: those which. | 
have avoided serious debt problems — 
South Korea and India are cited; those 
“largely out of the woods" such as 
Mexico, and those perhaps two years | 
or so away from real growth. In Asia; © 
only the Philippines, which is consi- 
dered in the third category, is seriously 
| affected by debt problems. But bank 
| officials say that а spread in indus= 
| srialised hátions' protectionism could 
causeyprgblems for export-dependent 
ors such as South Korea ü 
000! 












Banco Filipino belongs to a gro 
owned by the family of 
Philippine National Bank 
Tomas Aguirre. Most of 
firms are in property develop 
and marketing. Banco 
receiver reported that as at 31 
1984, the bank had loans to 
Aguirre companies totalling 
than P2 billion. The amount repre- 
sented 60% of the bank's lendi 
68% of deposit liabilities, and was | 
more than eight times tbe bank's 
paid-in capital. E 

The central bank has also filed with 
the Ministry of Justice a case against 
alleged irr 
ularities 
mitted by Ba 
Filipino officials. 
The central ban 
said the comme 
cial bank wi 
tending 
despite reser 
deficiencies, 
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progra 

which Banco Filipino was a p: 
pant bank) and assumption of 
gages not involving cash releases ai 
outlays. 

When the central bank stopped 
sistance to Banco Filipino last 
the savings bank was forced to 
clare a bank holiday because of its 
ability to service all withdrawal € 
mands. Its doors remained clos« 
10 days, until President Ferd 
Marcos decreed financial help for 
beleaguered bank. That sup) 
which came to about P3 
helped push money supp above | 
targets set under the Philipp 
economic recovery programme. _ 
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` The Confucian way to 


` economic liberalisation 


outh Korea's relations with the in- 
ternational capital markets have 
received much attention recently. The 
successful floating of the Korea Fund, 
and the Ministry of Finance's promises 
to adhere to its announced timetable 
for opening South Korea's equity mar- 
ket to foreign investors, have brought a 
rush of interest in portfolio investment 
in South Korean stocks. Convinced 
__ that South Korea's market will be a 
—— “second Japanese market," brokers 
- and investment managers cling for sol- 
— ace, in round after frustrating round of 
negotiation, to the idea that South 
— "Korea is so heavily laden with foreign 
debt that it must seek both balance and 
new capital through foreign equity in- 

















e huge foreign debt, and behind it 
e sticky question of South Korea's 
ternational economic relations in- 
ding foreign investment, loomed 
an explosive issue in South Korea's 
recent national assembly elections. 
——"The South Korean public views the 
——US$40-odd billion debt with growing 
‘distaste and alarm. Yet foreign 
investment is even less 
. popular. 
— By the end of the 1970s, South 
Korea's successful growth and absorp- 
f tion of technology and management 
| skills had changed the nature of the 
М foreign participation as the govern- 
_ ment desired and had, in Korean eyes, 
A rendered obsolete foreign investment 
_ agreements negotiated in the 1960s 
| when the foreign investor was required 
d to provide virtually all the technology, 
| Capital, and management skills. Dis- 
b E with joint-venture partners mul- 
- tiplied, and so did difficulties with re- 


interpretations of statutes by the gov- | 


ernment, sometimes retroactively, 
| which had profound repercussions for 
| Some foreign firms. 

— South Korea still desires foreign in- 
р vestment апа technology, but it wants 

_ advanced commercial technologies. 
| However, South Korea's investment 
environment no longer seems attrac- 
tive to many potential investors, par- 
ticularly in the so-called technology- 
intensive industries. 

Their doubts reflect widespread 
foreign scepticism and distrust of the 
business environment in South Korea. 
Drawing particular criticism are gov- 
ernment regulations and attitudes, the 
difficulties foreign firms experience in 
government-business relations, and 
legal institutions and systems of law — 
including the definition and enforce- 
ment of laws on contracts, intellectual 
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property, taxes and similar matters of 
concern. But these questions reflect 
broader doubts by many foreign firms 
about the role permitted them in the 
South Korean economy over the long 
term, doubts spurred by the apparent 
inhospitality shown to foreign invest- 
ors of earlier eras who had outlived 
their usefulness. 

By the late 1970s, the very success of 
South Korea's development had pro- 
duced a complex economy with diverse 
international economic relations. The 
mammoth industrial groups that 
dominate the country’s manufacturing 
sector and produce most of its exports 
had nurtured professional manage- 
ments to high levels of expertise. These 
developments led to questioning of the 
long-term viability of the system of 
finely tuned government guidance on 
economic affairs moulded by the late 
president Park Chung Hee in the 
1960s. 

Better to have the government step 
back a few paces, and shift to a more 


Karl Moskowitz is assistant professor 
of Korean history at Harvard University 
and executive director of the Korea In- 
stitute at Harvard. He recently pub- 
lished From Patron to Partner: The 
Development of US-Korean Business 
and Trade Relations. 


open, market-oriented policy ap- 
proach was the advice heard from 
South Korean and foreign experts 
alike. There was heightened criticism 
that elaborate controls on imports and 
foreign investment were no longer 
necessary to protect the domestic 
economy, and were, in fact, hampering 
healthy trade. A third factor that came 
into play was the changing nature of 
the foreign participation South Korea 
desired. The more South Korea sought 
to attract advanced commercial 
technologies, the more the foreign 
firms which had developed sophisti- 
eated proprietary technologies hesi- 
tated to enter the country. 


Th debate within the country has 
been over how far the government 
should “liberalise,” or step back from 
the detailed implementation and man- 
agement of its national industrial po- 
licy. To its proponents, the liberalisa- 
tion agenda is long, and includes ad- 
dressing a number of issues and in- 
stitutional practices that do not di- 








rectly influence foreign investors or 
trade interests. 

Some measures taken in the name of 
liberalisation had profound effects on 
foreign investors. One, a diminution of 
the authority of the once-mighty Eco- 
nomic Planning Board (EPB) in 1981, 
resulted not in decreased control and 
regulation, but decentralisation of reg- 
ulatory authority and control within 
the bureaucracy. This imcreased red 
tape for foreign investors, and forced 
them to deal with lower-level bureau- 
crats who had little experience with 
foreign firms — and little inclination 
to grant foreigners favours over the ob- 
jections of their established domestic 
clients. 

Astheeconomy regained momentum 
in the winter of 1982, the liberalisation 
debate went public again, and during 
1983 a number of liberalisation mea- 
sures were proclaimed and incorpo- 
rated into the laws governing foreign 
trade and investment. In April 1984, 
the South Korean Government pro- 
vided foreign investors with a new cen- 
tral liaison with the government 
bureaucracy that was associated with 
the EPB — the International Economic 
Policy Council, headed by Kim 
Kihwan. Nevertheless, government- 
business relations and the way things 
work in South Korea have not yet 


changed appreciably. 
eo must recognise two realities. 
One is that for both positive (heal- 
thy competition, economic benefits) and 
negative (foreign pressure, fears of re- 
taliatory protectionism) reasons, 
foreign firms should be allowed to par- 
ticipate and compete in more sectors of 
the South Korean economy under 
fewer restrictions. The other reality is 
that the South Korean political system 
— its system of government-business 
relations, and, in the broadest sense, its 
national ideology — cannot yet com- 
fortably integrate foreign entities, and 
that a number of factors make it very 
difficult for foreigners to fit into the 
system. South Korea will have to make 
some provisions for dealing with for- 
eigners separately. 

Korean society is ethnically, cultur- 
ally and linguistically homogeneous; 
Koreans see themselves as unique and 
separate from all others in a quasi-ra- 
cial sense matched only by the Japan- 
ese. Since the turn of the century, 
Korea has been engaged in a search for 
a comfortable “Korean” synthesis of 
what is traditional and uniquely Ko- 
rean and what is modern and adopted 
from abroad. In recent years, surging 
national achievements fanned al- 
ready-strong pride in Korea's culture 
and history and spurred a final rejec- 
lion of decades of foreign tutelage 
under Japanese colonial rulers, and 
then, patronising American advisers 
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and aid projects. But the search for the 
modern Korean identity goes on. 

The reasons for the fear of foreign 
domination are compelling. Through- 
out its long history, Korea has had to 
accommodate strong powers on its 
borders, and has suffered devastating 
invasions. Except for China, Korea 
dealt with foreigners by keeping them 
out — the origins of the term “Hermit 
Kingdom" —, and even elder brother 
China was placated with tributes and 
kept at arm’s length. In the late 19th 
century, Korea was at last forced open 
— to a century of wrenching trauma 
and national humiliation from which it 
has only recently emerged. 


he cruel lessons of this history affect 

Korea's attitudes in dealing with 
foreign countries: 
» The danger of weakness within. It 
was weakness that caused all Korea's 
problems, not only military and econo- 
mic weakness, but a weak government, 
disunity and lack of cohesion in the 
elites, and weakness in patriotism and 
national spirit; according to this view, 
Korea did not fall to the Japanese im- 
perialists, it was betrayed by narrow- 
minded, self-seeking officials and it 
was sold out by traitors who put per- 
sonal interests above those of the na- 
tion. 
» The greatest threat lies without: 
military and economic threats to South 
Korea's security and independence, 
and foreign threats to South Korea's 
culture and identity that may erode 
and weaken the national character. 

In reality, South Korea is critically 
dependent upon good relations with 
the outside world for its well-being. 
South Korea depended on the United 
States for its very survival until the 
late 1960s, and still depends on the US 
security commitment and diplomatic 
support. The external sector of South 
Korea's economy is very large, a reflec- 
tion of its deliberate turn outward for 
the export-led growth strategy that re- 
quired high degrees of foreign interac- 
tion — capital, technology, services 
and markets. 

Politically, the sense of unique iden- 
tity and common interest as à people 
and nation combines with Confucian 
ideals of leadership to mandate a gov- 
ernment that acts on the basis of a 
transcendent, overriding “greater 
good,” the attainment of which should 
not be bound by inflexible laws and 
procedures. Political development has 
lagged behind economic development 
in South Korea; a strong and capable 
bureaucracy has been built up, but be- 
hind a facade of democratic forms it 
serves an autocratic ruler in a strongly 
authoritarian state. Pluralism flour- 
ishes today in South Korea’s vibrant, 
energetic society, but only within the 
bounds permitted by the government. 
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Entrepreneurial private enterprise 
is the engine of South Korea’s econo- 
mic growth, but with such close gov- 
ernment involvement and guidance, 
that entrepreneurial success comes 
from knowing the government's over- 
all policy goals and succeeding in the 
competition to achieve them. Profita- 
bility is important, but less important 
than achieving performance goals de- 
rived from national objectives. The 
country has sustained high perform- 
ance by this latter standard that has 
been the key to enterprise-level growth 
and success, and, over the long term, 
profitability. 

For the individual firm this system 
entails constant contact with the 
government, varying degrees of co- 
ordination with industry associations 
that often wield powers delegated 
by the government, and competition 
in an environment of industry poli- 
cies determined and often readjusted 
by the government for the “greater 
good.” 

This system of close government 
guidance and business success by 
cooperating and competing within a 
framework of national objectives 
reached its apex in the 1960s and early 
1970s. The system has tended to loosen 
since then, though the degree varies 


‘from industry to industry. The finan- 


€ The trend towards 
liberalisation will continue, 
but there are limits, and these 
limits fall far short of the 
expectations and demands of 
many. 
A STC A M Áo 


cial system has been run by the govern- 
ment, and the government has taken a 
strong hand in moulding industries 
that it considers vital, such as pet- 
rochemicals. 


he trend towards liberalisation will 

continue, but there are limits, and 
these limits fall far short of the expec- 
tations and demands of many. The gov- 
ernment cannot relinquish ultimate 
control, nor can it completely forbear 
active intervention: the political 
leadership and the coercive founda- 
tions of its power cannot accommodate 
it; the overall success of this highly re- 
sponsive system of economic manage- 


ment does not mandate it; the popula- | 


tion does not really want it, especially 
given the extraordinarily high concen- 
tration of ownership of private indus- 
trial assets, and South Korean busi- 
ness does not really want liberalisation 
to go too far. 

Consequently, integrating foreign 
entities into the South Korean matrix 
of government-business relations and 
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allowing them to compete freely with — 
their South Korean counterparts be- _ 
comes problematic ‘on several counts. . 
First, there is understandable suspi- Ta 
cion of foreign „motives. Secondly, 
there is suspicion of the loyalties of 
foreign firms, either to the company OF Б 
to the home nation. There is fear af i 
subversion: for the xenophobesy | 
foreign firms are Trojan horses carrys | 
ing out the national policies of their | 
home countries. All South Koreans | 
harbour doubts about placing #00 
much power in the hands of foreign en= — 
tities that cannot reasonably be exe © 
pected to have South Korea’s interests 
always foremost in mind. j 
Thirdly, there is suspicion and dis= 
trust of fellow South Koreans — that — 
some will undertake schemes with for- | 
eigners for personal gain that will sub- х 
vert the public good and perhaps even | 
threaten the nation, or that some 
simply be dazzled by foreign brand 
names. And lastly, there is the view of _ 
foreigners and foreign entities as irre- i 
trievably alien and separate from Ko- — 
reans. 1 


esides foreign export markets, 
South Korea's development strate- _ 
gy has relied upon foreign capital and | 
technology. But South Korea has аў 
ways controlled foreign investment 
strictly, and has nearly always shown а ` 
preference for inducing foreign сараї 
— foreign savings — as debt rather 
than equity. South Korea's policies on г 
foreign technology have been akin to \ 
those for capital; it controls direct 1 
foreign participation and prefers; | 
where feasible, methods of acquiring. | 
technology which avoid foreign equity 
and control. 1 
In addition to liberalisation and rez _ 
centralised liaison, there are three |] 
more steps that the government might 1 
profitably consider in its strategy to | 
attract beneficial foreign investment, | 
One is allowing more flexibility to 
foreign investors and businesses. 
Flexibility is intertwined with the — 
second issue: South Korea should be | 
more amenable to viewing foreign in- _ 
vestors in a longer and broader per- | 
spective, not just in terms of the speci- | 
fics of a single investment proposal. | 
The case-by-case approach was fine 
for deciding on labour-intensive | 
manufacturing-for-export invest- 
ments, or for constructing a pel ~ 
rochemical industry by fitting together 
pieces of established technology, but à — 
long-term, flexible approach is re- 
quired to attract the technologically 
innovative investments and joint ven- 
tures South Korea says it desires. Fi- 
nally, if it wants these investments, itis 
going to have to improve foreign per- 
ceptions of its business environment 
on matters such as protection of intel- 
lectual properties. п 
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€ JAPAN is about the only country 
in the world where people are 
generating net savings. Last year, a 
record chunk of those funds flowed 
overseas into securities investments, 
most strikingly into United States 
bonds. 

Frugal Japanese citizens help fi- 
nance American Government debt. 
Not surprisingly, part of this same 
pool helps float, gingerly these days, 
the Tokyo stockmarket. 

Among Tokyo brokers, the code 
words "surplus funds" have come to 
explain everything from why the 

| market did not suffer a thorough cor- 
rection in February — which many a 
foreign broker waited for anxiously 
— to why the market ought to rally in 
April. For at least the past 12 months, 
the most talked-about vehicles for 
pouring this seemingly superfluous 
cash into the market have been spe- 
cial trust accounts, or “tokkin.” 

These funds are placed with a trust 
bank. The biggest concentration of 
such money is from smaller financial 
institutions, but corporations have 
also found tokkin a convenient means 
of parking funds. The investor can 
manage the funds, let the trust banks 
do the job or appoint an investment 
adviser. The third option — also the 
true definition of tokkin — has be- 
come enormously popular starting 
about a year ago. 

That was when, en masse it seems, a 


— | large number of institutions dis- 


covered certain tax advantages of in- 
vesting in equities through such ac- 
counts. Last year, the amount of 
money available for investment 
through tokkin also jumped consid- 
erably. Life-assurance companies 
were allowed to invest up to 3% of 


| their assets in equities. 


* TOKKIN have in fact become the 
staple diet for Japan's fledgeling in- 
vestment-advisory industry, at the 
heart of which is an expanding group 
of companies hived mainly from Ja- 
panese securities houses. The invest- 
ment-advisory business is in fact de- 
termined to join the ranks of other 
mainline financial activities. 

The Ministry of Finance (MoF) has 
launched a study for an investment- 
advisory law. The MoF wants to curb 
disreputable investment advisers. In- 
vestment-management companies 
want to be able to run discretionary 
funds such as those in the US or Bri- 
tain. Foreign companies are getting 
into the act. 

Jardine Fleming Investment Ad- 
visory Co. Japan was set up last year 
as a joint venture with Yasuda Trust 





and Banking Corp. Merrill Lynch 
soon after received the go-ahead for 
an investment-advisory business. 
` The biggest headache claimed by 
Some  investment-advisory com- 
panies is difficulty handling all the 
new tokkin accounts being set up. As 
a result of a rush into tokkin, the 
minimum size of an account is going 
up, from say between ¥100 million 
(US$381,679) and ¥300 million in 
most cases to ¥300-500 million. Reli- 
able estimates of how much money is 
now in the special trusts are hard to 
come by. Everyone agrees that tokkin 
have expanded by leaps and bounds. 
But there are different kinds of tok- 
kin, invested in everything from 
foreign bonds to Japanese Govern- 
ment bonds. The stockmarket cares 
only about equities. Tokkin may 
claim much more than ¥3 trillion, 
but it seems likely that equity tokkin 
account for less than a third of that 
(including funds from trust banks). 
The biggest headache for the in- 
vestors who put money into tokkin 






THE FLOW OF FUNDS 


Sales of new funds by securities 
house investment trust companies 






Source: Investment Trusts Association. 


aimed at the stockmarket may turn 
out to be the performance of their in- 
vestment advisers over the past year. 

“The first year hasn’t been so 
splendid for some managers,” admit- 
ted the president of one of the biggest 
advisory companies. He blames the 
“unreasonable” behaviour of the 
stockmarket. What that means is that 
most investment-advisory types in 
Japan tend to invest conservatively 
— not unlike most foreign investors. 
Unfortunately, blue-chip stocks, 
with some notable exceptions, have 
rivalled other market dullards for the 
position of worst-performing sector 
for most of the past 12 months. 

Since the start of 1985, the market 
has no doubt been influenced by the 
scrambling of tokkin investment 
managers trying to dress up their re- 
sults before books close this month. 
The stock exchange has been jumpy: 
speculative stocks have provided 
fast-moving targets for speculators. 
Tokkin fund managers have been 








tempted to look for short-term gains, 
and help keep the market overvalued. 

It is unlikely, however, that tokkin 
managers have had much of a hand in 
some of the most recent reversals on 
the Tokyo market, such as a sell-out 
of once high-flying phafmaceutical 
and bio-technology stocks. (Tokkin 
are said to be about 70% invested in 
high-technology electronics. If any- 
thing, tokkin have been doing their 
best to manipulate the market to pre- 
vent a widespread drop in prices.) 

By some estimates, nearly 30% of 

the more than ¥3 trillion margin debt 
accumulating in the market had been 
in drugs and bio-tech stocks. That 
made the market nervous. In the past, 
concentrations of margin trading in 
specific sectors signalled trouble. 
* WHITHER the market now? 
Shroff finds very little conviction 
among either bulls or bears. One pro- 
fessional at Daiwa Securities de- 
clares that since the market is bullish, 
he is bearish. Another investment- 
advisory company is keeping about 
30-40% of its funds in cash, and 
seems to be interested in British gilts 
assuming that the new leadership in 
the Soviet Union is serious about de- 
tente with Europe. The more sensible 
view is that the Tokyo market, like 
the Japanese economy, will rise mod- 
erately. Earnings growth is likely to 
slow in the next 12 months after a 
э Sone year for most companies. 

e market is being given a tenta- 
tive vote of confidence from foreign 
investors, who were big net sellers in 
1984. For most of the past two 
months, foreigners have been net 
buyers, though on a modest scale. 
European investors are busy digest- 
ing a steady diet of convertible-bond 
Euromarket issues by Japanese com- 
panies. However, US investors, many 
apparently new to the market, are 
showing renewed interest. 

To be fair, even the true giants of 
the Japanese investment community 
are again beating the blue-chip 
horse, and doing landslide business 
at that. These are investment-trust 
management companies (not to be 
confused with the investment-advis- 
ory types) run by the big Japanese 
securities houses. They run the array 
of domestic investment funds, into 
which flow the savings of millions of 
small investors. 

The biggest is Nomura Securities 
Investment Trust Management Co. In 
February, for example, Nomura 
launched a ¥39 billion unit trust- 
type fund. It attracted ¥45 billion in 
subscriptions. 


4 APRIL 1985 ө FAR EASTERN ECONOMIC REVIEW 











| | Lady with the basket — terracotta figurine, Indus Valle 
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y Civilization, 3,000 B.C. 





On Pakistan International, you'll find that 
our traditions have not faded with time. 





PIA 


Pakistan International 
Great people to fly with 

















FLYING TO: ABU DHABI, AMMAN, AMSTERDAM, ATHENS, BAGHDAD, BAHRAIN, BANGKOK, BEIJING, BOMBA 
CAIRO, COLOMBO, COPENHAGEN, DAMASCUS, DELHI, DHAHRAN, DHAKA, DOHA, DUBAI, FRANKFURT, 
ISTANBUL, JEDDAH, KATHMANDU, KUALA LUMPUR, KUWAIT, LONDON, MANILA, MUSCAT, NAIROBI, NEW YORK 
PARIS, RIYADH, ROME. SINGAPORE, TEHRAN, TOKYO, TRIPOLI and 24 destinations within Pakistan 
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The worlds best-sel 


The Boeing 737-300 is now in commercial service. It's just the start of Boeing's commitment to give the airline 
industry the right technology at the right time in the short- to medium-range market. 


Sixteen customers have ordered 163 Boeing 737-300 jetliners 





has a four-year head start on everybody else. 


Now that the 737-300 is off the ground, we're already at work on new ideas that'll put Boeing even further ahead. 
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Uninhibited 


I'll always remember that evening in 
the Jayakarta Grill. From the moment | walked 
in, I was really pampered and made to feel 


special.” 


Vice 


There's nothing self- 
conscious about Indonesian 


hospitality. It's warm. Natural. 


Uninhibited. 

And, at the unique 
Hotel Sari Pacific, it's 
quietly matched by inter - 
national standards in 
everything we do. 

Right in the heart of 
Jakarta's Central Business 
District. With 500 spacious, 
airconditioned rooms, first 
class comforts, luxurious 


President — San Francisco 





restaurants. With superb, 
unstinting value. 

It's where you'll feel 
at home. And it makes a 
very welcome change. 





Hotel Sari Pacific Jakarta 


Jalan M.H. Thamrin, P.O. Box 3138 Jakarta, Indonesia. Tel: 323707. Cable 


The hotel with heart 


HOTELSARIPACIFIC 


Telex: 44514 HTLSARIIA For reservations contact: British Airways Associate Hotel. KLM. Golden Tulip 
Worldwide Hotel. UTELL International or any Pan Pacific Hotel offices or telephone: Tokyo 03-214-3001 


Hong Kong 5-230824. Singapore 2968678 or Sydney 231-1125, Or office 


s of major airlines 


29 PAN PACIFIC HOTELS BANGLADESH Sonargon Hotel. Dhaka e INDONESIA Hotel Sari Pacific. Jakarta 

* KOREA Kyongiu Tokyu Hotel. Kyongiu City e NEW CALEDONIA Hotel Le Surf THAILAND Indra Regent Ho 
Bangkok: Royal Cliff Beach Hotel. Pattaya € VANUATU HOTEL Le Lagon Port Vila 

OPENING MID TO LATE 1985 PALAU Koror * MALAYSIA Kuala Lumpur: Penang: Malacca: Kuching 
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China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 21 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 


A confidential monthly newsletter. 


Exclusive to subscribers. 


ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine. 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong 


Please enter my one year subscription 
(12 issues) for the CHINA TRADE 
REPORT. I enclose $ 


City 





ual subscription rates 


HK$2.100 M$650 S$590 US$280 £225 AS320 


Sent airmail anywhere in the world. 
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Diverging forecasts 


Thailand’s biggest commercial bank takes a more gloomy 
view of growth prospects than the government 


By Paisal Sricharatchanya in Bangkok 


he Bangkok Bank is projecting eco- 

nomic growth of 4.9% for 1985, or 
about one point below the upbeat eco- 
nomic forecast recently put out by the 
central bank (REVIEW, 24 Jan.). 

In its annual report, the bank said 
inadequate mechanisms to cushion the 
“managed float” exchange-rate re- 
gime introduced with last November's 
devaluation (REVIEW, 15 Nov. '84) 
would cause some disruption to trade 
and investment during the first half of 
1985. The government's tightened fis- 
cal policy and continued depressed 
commodity prices are other actors 
that will contribute to a growtli lower 
than what the government has forecast. 

The fluctuating exchange rates have 
generated a degree of confusion and 
uncertainty in Thai business circles, 
particularly because the baht con- 
tinued to weaken in the face of the US 
dollar's unabated strength. Against 
the Baht 27:US$1 exchange rate at last 
November's devaluation, the Thai cur- 
rency weakened to its lowest point of 
Baht 28.35:US$1 on 6 and 8 March — 
or a further 5% depreciation — before 
gradually picking up to “Baht 
27.82:US$1 on 22 March. 

As exporters held on to their dollar 
receipts (in anticipation of the baht's 
further depreciation), and importers 
were reluctant to commit themselves 
to overseas purchases because of un- 
usually high forward-cover premiums, 
there has been a shortage of foreign 
currencies in the first quarter. 

Liquidity, already tight, was further 
exacerbated as an estimated US$500 
million in speculators’ money, brought 
into the country immediately after the 
devaluation, has since left gradually. 
With the hurried repayment of foreign 
loans by large corporations, there was 
a net private-sector capital outflow in 
February. 

The exchange-risk jitters prompted 
the Bank of Thailand (the central 
bank) to issue a directive on 6 March, 
encouraging importers and others de- 
pendent on overseas borrowings to 
spread their risks by using currencies 
apart from the baht to buy forward 
dollars. As the baht regained some lost 
ground in late March, it was hoped that 
liquidity would improve. 

Meanwhile, greater fiscal discipline 
is likely to affect growth to some de- 
gree. To cope with an anticipated Baht 
16 billion (US$571.4 million) revenue 
shortfall during the current fiscal year 
{ending 30 September), the govern- 
ment is lopping about Baht 8 billion (or 
roughly 4%) from the budgeted Baht 
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213 billion total expenditure. This is 
about equal to the normal unspent 
funds in any budget which, under past 
practice, would have been carried over 
Specific instructions were also given 
to various ministries to reduce spend- 
ing, particularly on new projects, 
which is expected to save another Baht 
4 billion. Meanwhile, the Finance 
Ministry is poised to announce a major 
tax package which would raise an ad- 
ditional Baht 4 billion in revenue dur- 
ing the remainder of the fiscal year. 
The Bangkok Bank's 4.9% gross 
domestic product growth forecast is 
based on a 2.9% expansion in the ag- 
ricultural sector, a 5.5% gain in the 


manufacturing sector, 13.5% growth | 


in the mining sector (which includes oil 


LEARNED 
UNEMPLOYED 


he 1984 Bangkok Bank annual re- 

port emphasises the need for 
Thailand to raise agricultural and in- 
dustrial productivity, become more 
efficient at exploiting its natural re- 
sources, and (perhaps more impor- 
tantly) improve the quality and use of 
human resources. 

arning of a more serious un- 
employment problem this year, the 
bank said there would be insufficient 
employment for the nearly 1 million 
new entrants into the labour force. 
Despite a highly successful family- 
planning programme in recent years, 




























growth rate to only 1.6%, new en- 
trants to the labour force will con- 
tinue to grow by about 1 million an- 
nually for the next several years, due 
to strong past population growth. 
The situation is complicated by two 
factors. The government has had to 
slow the pace of economic growth 
during the past three to four years, 
which has meant fewer new jobs. 


tem has been patterned on the West- 
ern model, with little regard for the 
different socio-economic conditions 
prevailing in Thailand. This has re- 
sulted in an excessive concentration 
of educated, and apparently un- 
wanted, labour in Bangkok. 
According to a 1982 Labour De- 
partment survey, there were 3 
million people classified under 
“open” and “concealed” unemploy- 


which has reduced the population- | 








Secondly, the Thai educational sys- | 





and natural gas) and slightly improved ^ 7 


wholesale and retail trade. As a direct 
beneficiary from the devaluation, 
earnings from tourism are expected to 
rise 10.4% to Baht 29.8 billion 


The construction sector is in forade- 
pressed year, the bank says, and pri- 
vate investment, while slowing in the 
first half, may pick up in the second 
half as a result of increased foreign in- 
vestment and stronger export 

There is no disagreement that ex- 
ports will be the locomotive of growth 
this year. But projections of the de- 
valuation's net effects on exports and 
imports vary considerably 

Against the central bank's forecast 
of a 24% export expansion and a 1596 
rise in imports (in baht terms), the 


Bangkok Bank puts these figures at 
17.8% and 8.6% - 

respectively 
Nonetheless, the 
two institutions 
Baht 64 billion 
and Baht 60 
billion projec- 
tions on the trade 
deficit are simi- 


lar. п 
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ment, or about 
12% of the labour 
force. (The latter 
category includes 
those partially or 
seasonally un- 
employed.) The | 
central bank | Bangkok Bank: 
puts current visi- | some disruption. 
ble unemploy- —— —— 
ment at 580,000, or about 2.2%. 

A separate survey by the National 
Education Committee in 1981 — 
which found almost 500,000 people, 
or 2% of the workforce, openly un- 
employed — revealed some worrying 
trends. Of the unemployed in the 15- 
24 age group, only 7% had received 
primary education or less, with 20% 
having completed secondary or voca- 
tional-level training, and the remain- 
ing 73% having received university 
level or equivalent education. The 
study concluded that the more educa- 
tion one received, the more difficult it 
was to find a job. 

Between 1961 and 1983, govern- 
ment expenditure on education, pub- 
lic health and sports ran to Baht 435 
billion (US$15.5 billion), or an aggre- 
gate 31% of the relevant national 
budgets. Education and sports alone 
accounted for nearly two-thirds. 

The bank report concluded: “While 
the average quality of the Thais is on 
the high side compared to other coun- 
tries in this region, the statistics 
underscore à wastage of the enorm- 
ous budgets that went into human- 
resource development. It is also clear 
that the utilisation of our human re- 
sources is inefficient." 

— PAISAL SRICHARATCHANYA 
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The Seoul slow-step 


South Korea’s pace of stockmarket opening is too 





sedate for eager foreign investors 


By Anthony Rowley in Hongkong 


he.South Korean stockmarket con- 

tinues to open up slowly to foreign 
investment — too slowly, evidently, for 
those institutional investors in the 
United States, Europe, Japan, the Mid- 
dle East and Australia who over- 
subscribed the latest offering of the 
US$30 million Korea Growth Trust 
(KGT) launched in Hongkong on 25 
March. 

This is the fourth Korean fund aimed 
exclusively at foreigners (REVIEW, 7 
Mar.), and it brings to US$140 million 
the amount of stock available to out- 
siders (soon to be increased to US$200 
million with the further expansion of 
two existing funds). But that remains 
small compared with the US$6.2 bil- 
lion capitalisation of the Seoul 
stockmarket, and with foreigners’ 
manifest appetite for South Korean 
stock. The KGT attracted applications 
for US$45 million. 

But Seoul remains almost obses- 
Sively cautious about the possible dis- 
ruptive effects on its stockmarket, and 
its economy, of too much foreign 
portfolio investment too quickly. Plans 
to allow certain South Korean com- 
panies to issue depository receipts 
(proxy shares in effect) in the US and 
other foreign markets later this year 
have apparently been postponed, os- 
tensibly because of the sluggish recent 
performance of the Seoul stockmarket. 
So too have plans to permit companies 
to issue covertible bonds to foreigners. 

The KGT will be managed by the 
Citizens Investment Trust Manage- 
ment Co. and will have a portfolio of 
equities and bonds listed on the Seoul 
stockmarket. It is the first such fund to 
have an Asian-based merchant bank, 
Jardine Fleming of Hongkong, as lead 
manager and it is seeking a listing on 
the Hongkong Stock Exchange. It is 
also the first international fund to in- 
clude the five major South Korean 

oking firms as underwriters. An 
international investment-advisory 
council led by Jardine Fleming Invest- 
ment Services, Robert Fleming Invest- 
ment Management of London and 
Nikko International Capital Manage- 
ment Co. of Tokyo will advise the trust. 

The KGT joins the Korea Trust (KT) 
and the Korea International Trust 
(KIT), which were the original vehicles 
for foreign investment in the South 
Korean stockmarket. Both were set up 
in 1981 with US$15 million of investi- 
ble funds, though this was later ex- 
panded to US$25 million in each case. 
Both are so-called open-ended (unit 
trust-type) funds (as is the latest addi- 
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tion to the stable) and are managed by 
Daehan Investment Trust in the case of 
the KT and Korea Investment Trust in 
the case of the KIT. Both are scheduled 
to further increase their size (by US$30 
million in each case) around May this 
year. The KT's net asset value (di- 
vidends reinvested) rose by 49% in 
won terms between launch date and 
the end of 1984, while the KIT ap- 
preciated 64%. 

A further vehicle, the Korea Fund, 
was set up in September 1984 and 
launched in New York. The closed-end 
or mutual fund—type vehicle, having 5 
million shares of US$12 each (US$60 
million in total) is managed by Scud- 
der, Stevens & Clark of New York and 








Swire cuts debt, 
earns more 


A further sharp fall in borrowings 
and a consequent dramatic fall in net 
interest charges was the main factor 
behind the rise of nearly 30% in 
Swire Pacific's pre-tax profits for the 
year to 31 Dec. 1984. These rose from 
HK$1.37 billion (US$176 million) to 
HK$1.77 billion, which looks consid- 
erably more impressive than the rise 
of slightly less than 11% at the 
operating-profit level from 
HK$1.55 billion to HK$1.72 billion. 

Swire Pacific's debt began falling 
markedly towards the end of 1983, 
reflecting a policy of sale and 
leaseback of aircraft within its 
Cathay Pacific Airways subsidiary, 
as well as a general improvement in 
cash flows. This policy continued in 
1984 and the implication of a fall in 
net interest charges from HK$246 
million in 1983 to just HK$14 million 
last year is that consolidated net bor- 
rowings of some HK$1.5 billion at the 
end of 1983 had fallen to very modest 
levels by the end of last year. The pre- 
cise figure is not disclosed yet. 

But while Swire Pacific is now vir- 
tually ungeared, the leasing charges 
incurred in Cathay's deals show up as 
an operating expenditure rather than 
an interest charge, and thus impact 
on operating profits. According to 
Swire Pacific chairman Michael 
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approa i аы foreign invest- 
ment through a series of onshore and 
OUT funds rather than through a 
single, major vehicle appears to be dic- 
tated as much by the need to allow all 
leading South Korean investment in- 
stitutions to have a slice of the action 
as by a desire to foster competition 
among the various funds and thereby 
maximise performance. 

According to Kim Tae Kwon of 
Ssangyong Investment and Securities 
Co. of Seoul, the issue of various trust 
units and fund shares is part of the 
South , Korean Government's overall 
plan for capital-market liberalisation 
in four stages. After this year, direct 
foreign investment in individual com- 
pany stocks is supposed to be permit- 
ted under this plan, albeit on a re- 
stricted basis. Beyond that, South Ko- 
rean companies are supposed to be 
permitted to issue foreign securities in 
the late 1980s and the extent of foreign 
participation in South Korean equity 
broadened. The capital market would 
then become fully opened to foreign in- 
vestment in the 1990s. п 









Miles, capital: 
profits on equip- 
ment refinancing 
were partly re- 
sponsible for 
Cathay Pacific's 
increased profits 
in 1984, though 
improved load! 
factors and yields also played a part. 

Swire Properties' results declined 
slightly in a “dull” Hongkong market 
and the annual revaluation of invest- 
ment properties produced a reduc- 
tion of HK$270 million in valuation 
reserves of Swire Properties and 
Swire Pacific. This was a considera- 
bly smaller reduction, however, than 
in the previous two years. There was a 
"sharp" reduction in profitability of 
Swire's offshore services, with losses 
in shipping and dockyard activities. 
The industries division showed im- 
provement, meanwhile, and the trad- 
ing division had a "successful year." 

Swire Pacific is recommending a 
final dividend of 87 HK cents on its A 
shares for 1984 and 17.4 cents on 
its B shares — making respective 
totals of HK$1.26 and 25.2 cents 
for each category for the year — an 
increase of some 21% in both cases. 
The chairman says Cathay Pacific ex- 
pects to maintain a "strong" per- 
formance in 1985 while Swire Prop- 
erties is benefiting from a demand re- 
surgence. But the offshore division is 
expected to remain depressed. Over- 
all, prospects for the group in 1985 
are "good." — ANTHONY ROWLEY 
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The Ok Tedi mine returns to 


production after its private 
partners agree on its future 


By Rowan Callick in Port Moresby 


aree months of intense nego- 
tiations, & first in Melbourne and 
later in Port Moresby, a compromise 
has been reached between thé Papua 
New Guinea Government and Ok Tedi 
Mining, allowing renewed gold pro- 
duction from the US$960 million mine, 
which only began operating last year. 
The agreement means a commitment to 
convert the present gold-production 
line for copper production, with an 
economic-means test in two years to 
decide whether to invest in a/second 
copper line and the hydroelectric plant 
it would necessitate. ) 


BHP hits record 


Australia’s Broken Hill Proprietary 
Co. (BHP) achieved a record A$192 
million (US$134.5 million) net profit 
in the three months to 28 Feb., up 
20.4% on the earnings of a yéar ear- 
lier. 

The biggest profit contribution, of 


'* A$117.3 million, came from’ BHP's 


petroleum division, with steelfnaking 
accounting for A$37.3 millión and 
the Utah coal offshoot A$35.7 mil- 


~ lion. Minerals were the main disap- 
б pointment, with profit down to A$10 
^ million from A$32.1 million a year 


earlier. 
Directors announced a one-for- 


‚ eight bonus issue and a final dividend 


* In unaudited earnings for the last 


of 15 A cents for the 1984-85 year, 
taking dividends up to 27.5 cents 
from 21.5 cents the previous year. 


Total dividend payout has thus risen |' 
McDONALD 


' 77% to A$262 million. — HAMISH 


Harrisons rockets 


"nine months of 1984, Harrisons Ma- 
' Jaysian Plantations Bhd (HMPB) has 


` reported group pre-tax profits jump- 


' ing to M$153.8 million (US$59.2 mil- 
^lion) from M$56.9 million for the 
-equivalent preceding period. 


-> * Turnover rose by M$357.4 million 


"(to M$8514 million) during 


the 
“period, and profitability was further 


*'enhanced by extraordinary gains, a 





"lower tax charg 
© wholly own 
'Jomalinà^Bhd (which had experi- 


‘апа better sales by 
alm-oil refiner 





ventu 
ve 


pany to stop mining 
Which it hed bell 






from 1 February, 
doing for several 


months under an interim tailings 
(waste) disposal agreement. The main 
issue was the government's concern 
that the private shareholders had not 
committed themselves to the steps 
necessary to mine copper after the rich 
gold "cap" was extracted. (The mine's 
first stage production is gold only, with 
second and third stages to include cop- 
per.) The government wanted to halt 
operations whilethere was still enough 


gold left in the ground to attract alter- 


native investors in the project's copper 


potential if that became necessary 


(REVIEW, 14 Feb.). 


Asthe mine moves back into produc- 


tion, the negotiators are still finalising 


the modified arrangements ready for 
parliamentary approval at the next sit- 
ting in May. There has already been 
criticism of the government's handling 
of the dispute, as the closure has cost 
an estimated US$20 million. The 
scheme obliges the company to con- 
struct facilities for producing 30,000 


enced heavy losses at the time of 
palm-oil futures tráding defaults in 
Kuala Lumpur in February 1984). 

The higher earnings also reflect in- 
clusion in the results of trading by 
eight newly acquired HMPB com- 
panies which were formerly in Har- 
risons and Crosfield's stable. 


Atlas incurs losses 


Atlas Consolidated Mining and 
Development Corp., the biggest cop- 
per producer in the Philippines, in- 
curred a net loss of P696.5 million 
(US$37.7 million) in 1984 which more 
than wiped out its net income of 
P99.36 million in 1983. 

The company blamed the reversal 
mainly on world copper prices which 
‘it said declined despite a substantial 


JAMES CLAD 


'contraction in inventories. Atlas and 


other miners, were recently given 
temporary relief by the government 
in the form of deferment of collection 
of tariff duties, taxes and other im- 
ports. — LEO GONZAGA 


Bangkok Bank gains 


The Bangkok Bank posted a Baht 


1.59 billion (US$58.9 million) after- 
tax profit in calendar 1984, up 13.9% 
on a year ago. Net profit a share rose 
marginally to Baht 46.79. 

The relatively high profitability re- 
presents an impressive performance 
given the restrictive monetary policy 
that; Rees during Jan.-Aug. 
1984. “We managed to trim a lot of fat 
as ir of our rationalisation pro- 





a айт 

place the current interim arrangement. 
The private shareholders — Austra- 
lia's Broken Hill Proprietary Co., the 
United States’ Amoco and West Ger- 
many's Metalgesellschaft among them. 
— have agreed to inject an extra US$80 1 




















they will use gold revenues to finance 
copper-production facilities rather 
than to pay off the gold-stage con- 
struction costs. No dividends will be 
payable to shareholders until after ` 
copper processing has begun, a step 
that now is expected by January 1989. 
The government itself will provide a _ 
further US$7.5 million to bring its” 
shareholding back to 20%. It had with- 
held this payment in 1984, because it 
claimed the company was not fulfilling 
the mining agreement 4 
The copper will be trucked or piped - 
from the minesite to the port of Kiunga a 
on the Fly River, and then shipped on _ 
barges down to Daru on the Fly River” 
delta. Originally, the government had — 
asked for a port to be built near Port 
| Moresby for transshipment. п 



























































































gramme,” said a senior executive. 
Lending, the main source of earnings, 
grew only 14.3% last year compared 
with 28.4% growth in 1983. The ex- 
pansion of domestic lending alone 
dropped from a peak of 36.8% to 
9.8%, one of the lowest increases in 
the bank's history 

Meanwhile, overseas operations, 
which traditionally accounted for 
about a third of total earnings, picked 
up significantly, reflecting the busi- 
ness recovery in Hongkong where the 
bank maintains a large presence. 

Deposits rose 16.4%, reflecting 
strong growth in domestic deposits. 
Total assets rose 18.4% to Baht 257.7 
billion at the end of 1984. 

— PAISAL SRICHARATCHANYA 


Lepanto tums down 


Group net income of Lepanto Con- 
solidated Mining of the Philippines inl 
1984 went down 40% to P65 million 
(US$3.8 million) as growth in gross 
revenues lagged behind the increase 
in expenditures. Revenues rose to 
P922 million, up 65% on 1983, while 
spending increased 93% to P854 mil- 
lion. 

Lepanto itself realised a net income 
of P81 million, mainly from copper- 
gold-silver mining operations, des- 
pite a shutdown from September to 
December last year. However, losses 
incurred by subsidiaries offset the 
gains made by the parent company. 
In 1983, mining operations yielded à 
bigger P101 million earning net. 

— LEO GONZAGA 
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DNGKONG: Renewed takeover rumours on a 
uple of blue-chip companies fuelled senti- 
t. The Hang Seng Index put on some 52 
ints to close the period at 1,362.23. Trading 
lost some momentum with turnover thinning to a 
aily average of HK$191.87 million (US$24.6 
on). Swire Pacific's comparatively good re- 
ts were within market expectations and 
ce, did little to stimulate punting interest 
the results were announced on the last day 
e period. Jardine Matheson and its sister 
mpany Hongkong Land were again the targets 
takeover rumours. 


MPORE: The market drifted in light trad- 
as institutional investors stood on the 
lines. After two weeks of downturn, the 
aser's Industrial Index crept up 20.15 points to 
e at 4,630.56 on 25 Mar. Most action centred 
und Cycle & Carriage — which was being 
by Malaysian interests — as its shares 
bed 18 S cents to S$4.18 (US$1.86) on 25 
ar. when some 750,000 of its shares changed 
ds. The daily average turnover during the 
period was a mere 8.83 million units. 


(UAL LUMPUR: Despite some renewed op- 
timism on Wall Street, it was back to lethargic 
trading again for the local bourse as sellers con- 
ued to dominate the picture. Average daily 
turnover dropped to 9.5 million shares valued at 
/;M$23.2 million (US$9.06 million), continuing a 
slide from prevailing conditions after the end of 
` February following the government's decision to 
‘impose a slowdown on new listings. For nearly 
two months, property-based Metroplex has eas- 
ily commanded the most investor attention; cor- 
porate rumours lifted blue-chip Cycle & Car- 
Triage to the position of second-most actively 
traded listing. ` 





0: The Nikkei-Dow Jones Average ho- 
ed in the 12,500-point range during the 
period, closing at 12,493.26 on 25 Mar. Trading 
slowed down as the fiscal year drew to a close. 
Daily trading volumes averaged just 291 million 
es. The sudden appreciation of the yen 
ainst the US dollar boosted currency-related 
ocks mid-week, with heavy buying in oils and 
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ic power companies. Dealers worried that a 
margin overhang in pharmaceuticals would 
k short-term selling. Good first-quarter re- 
145 for Sony enlivened its share trading but 
erally blue-chip electricals took a back seat. 


ae 
_ SEUUL: The market saw another slow period, 

5 investors remained wary of the future of the 
. economy. The intensification of the Iran-Iraq 
— war, and an announcement by Libya of a number 





E ` of cancelled projects added to worries regarding 
` construction companies. The index inched up 
` 0.16 of a point to 134.44 and average daily trad- 
. ing was down 1 million to 11.96 million shares. 
_ While individual investors kept to the sidelines, 

institutional investors were more active. The 

best sectoral performers were machinery, up 
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11.35 poínts, and beverages, benefiting from the 
ending of a special excise tax on dairy goods, up 
11.34. Food, down 1.78 and fabricated metals, off 
3.3 points, were the worst performers. 


AUSTRALIA: Share markets experienced hec- 
tic trading as a drop in the US dollar and a rise in 
the gold price sparked a bull run led by resource 
stocks. The Australian All-Ordinaries Index 
sailed over the 800 mark for the first time on 20 
Mar. and stayed above it for the remainder of the 
period, showing an overall gain of 27.7 points to 
end at 821.2, With takeover play pushing theAIl- 
Industrials Index up a modest 12.8 points to 
1,179.7 over the period, keen interest by foreign 
and local buyers in resources led the rush. Petro- 
leum shares were also back in favour. 


NEW ZEALAND: The market was quiet with - 


minor price variations for most of the period. A 
weaker tone had developed by the close. In- 
terest rates came off the boil, but corporate ac- 
tivity intensified. A bid by New Zealand's ninth- 
largest company, Carter Holt, for sixth-ranked 
Alex Harvey Industries (AHI) was a surprise 
move. With Australia’s ACI holding 56%, offAHI, 
the market was not expecting Carter's Bid to 
achieve ready success. ~ ww f 


MANILA: The only bright spot was provided by 
Globe-Mackay Cable and Radio Corp. in a period 
which saw only 115.61 million shares worth 
P7.74 million (US$396,757) change hands and 
most of the favourites on the decline, The tele- 
communications firm, which just announced a 
higher net income and a bigger cash dividend. 
rose 65 centavos and this pushed the commer- 
cial-industrial index up 3.96 to 130.93 points. 
Philex managed to hold on to previous levels, but 
other miners faltered, led by Atlas Consolidated 
Mining and Development which incurred a re- 
cord net lóss. As a result, the mining index was 


| off 5.19 at 693.80 points. 


BANGKOK: The market closed on an optimistic 
note as prices extended their previous period's 
gains. Cement and financial issues led the mar- 
ket. The Book Club Index put on 2.9 points to 
close the period at 129.88. Trading was heavy 
with turnover reaching 7.4 million shares worth 
some Baht 413.3 million (US$14.8 million) or a 
daily average of Baht 82.7 million. Gainers in- 
cluded Mah Boonkrong and Siam Citizens Corp. 


TAIPEI: The market drifted downward as in- 
vestors awaited signals indicating whether or 
not an есопотјс upturn was likely in the medium 
term. The weighted price index closed at 780.06, 
down 20.76 from the previous close. Transac- 
tions declined steadily throughout the period, 
with an average daily turnover of NT$689 mil- 
lion (US$17.22 million). A drop in interest rates 
of 0.25 of a percentage point announced on 22 
Mar. failed to excite either investors or 
economists, as it is regarded as too little to spur 
lagging investment rates. 


hair's width | 
WALL STREET'S pick-up did little to help markets in Asia for the period to 25 Mar. 


till, there were more gainers than losers as markets moved on their own momentum 
response to domestic factors. Hongkong and Australia chalked up the best gains. 
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Hang Seng Index 
19 Mar. 1,30€ 
20 Mar. 1,312 
21 Mar. 1,347 
22 Mar. 1,36€ 
25 Mar. 1,362 
Change on week +3.9 
25Mar.  % change 
HKS on week 
Associated Hotels 044 100 
Arias ind. 108 +29 
Bank ofE А Ex АЛ 2240 +37 
Cheung Kong 13.60 +54 
China Light 1410 37 
Conic (New! 1.33 43 
Evergo 120 91 
Ғ Е. Consortium 0 385 +13 
F E Hotels 108 18 
First Pac Holds 2525 98 
Great Eagle 066 +65 











i iyang Cement 740 13 14 
fang Lung Development $40 +69 30 
ang Seng Bank V 750 +38 33 
\АЕСО 15.50 06 s2 
henderson 1.70 +37 59 
LK Electric 720 +14 63 
UK &Ch Gas 685 +17 24 
LK ак Wharf 530 +19 22 
LK Land 490 +54 02 
IK 55 Bank 840 124 55 
UK 6S Hotels 22 50 +16 31 
4K Realty "A" ~ 790 +13 76 
iK Telephone 7150 +75 28 
1K &YauFery 370 — 4t 
topowell о 184 +17 16 
Asin Chong 127 @ +78 47 
Autcheson Whampoa 20.00 +44 235 
nf Cty Holdings. 0.68 #30 
Jardine Matheson 935 +100 43 
tarno Sec. 970 +60. 21 
Ju Chong Hing 170 +56 38 
Чат Fung Textes 1880 -— 144 
dew World 605 61 38 
Jnd O seas H 2325 - 52 
Узбз% T Bank Ex Ov 255 -19 24 
aql Y Constr 2725 +09 в! 
Men 154 94 - 
Sun H К Props 8.80 +29 57 
ўве Pac ^A" 21.90 +68 51 
"m Cheung 140 4 ta 
"мол 0265 so 
Nah Kwong Ship 183 os 186 
Nheelock "А" тод -21 so 
Nhoel Man. “A” Suspended -= - 
Ning On Holdings: 315 +66 25 
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1,464.00 


н ae ق‎ а Cold Storage 
20 Mar. 1,466.51 cac 
21 Mar. 1,467.74 Dev. Bank ot Singapore 
22 Mar. 1,471.19° | Ouplop Estates 
25 Mar. 1,461.17 Канаа лу 
aser Neave 

Change on week +0.38% iunis 

25Mar. “echange % AEN 

NZ$ — onweek yia | "mes 

Alex Harvey 345 «mo 32 | ГЕ 
Bneriey 44 223 ат | ern 
Carter нол 320 26 34 комур Ет. 
Fisher & Paykel 3% t 26 Island & Peruse dar 
Fietchor Chahenge 327 د‎ 61 sachs int 
Goodman Group 307 407 зэ | Koos 
Lon Brewenes 23 e 67 1,|. Xt 
NZ Forest Products. 300 0T. 43 | Mew 
NZ Oii and Gas 035 -79 ЕМ Malayan Banking 
ма 155 37 ss | Мнн» 
Progressive 420 ^24 12 Malayan Tobacco 
Watak NZR 182 2s. ap | MMC 
Wate 345 -25 аі ми! 
Winstone 176 $4 43 €—— n 






































Nikkei-Dow Jones Average 

19 Mar. 12,477.99 
20 Mar. 12,541.37 
21 Mar. closed 
22 Mar. 12,842.60 
23 Mar. 12,537.95 
25 Mar. 12,493.26 
Change on week -0.11% 
25Mar. “change Pie 
Yen — onweek ratio 
Apnomoto 1080 -182 468 
Bridgestone Tire 540 +59 163 
р. 350 +42 688 
Taos 725 -47 685 
Zanon 1460 - 384 
Dizen Watch 545 -13 232 
Jai Nippon Printing 1050 +10 293 
Dawa House 570 +22 323 
Ebara Mig 421 - 30 
Euj Photo Film 1830 - 149 
Fuytsu 1370 +38 399 
мема Real Estate 670 +41 817 
Mach 658 -023 291 
fonda Motor 1420 -34 56 
ni 153 3 188 
PECL 1380 35 m 
жанта Const 25 07 155 
anon 47 +04 62 4 
Kao Soap B44 +02 355 
astvyama 593 05 188 
Porn Brewery 565 «04 199 
Komatsu 174 - 422 
отада! Gum 595 +24 мз 
Matsushita Elec Ind 1610 -06 28! 
»vtatsushita Elec Wks 800 07 274 
tsuan Estate $13 +44 358 
Mitsubishi H ! 266 ott 254 
Mitsui & Co 338 +21 41 
patsa Roual Estate 615 +47. 33 
426 +12 325 
EL A 1620 4t 48 
Hoda eo +35 121 

nippon O4 $ #86 687 y Gold Star Cable 

` appon Steel ы «20 322 20 Mar. 4,632.14 heces лад 

Secures 1206 - 325 | 21Mar. 4,616.40 | кыв» 
YK 245 ^12 200 | 22Mar. 4,598.06 Hyundai Corp. 
۹ 120 r32 50 | 25 Маг. 4,630.56 Korea Ой Holding 
2760 -25 539 | Change on week +0.44% | Koreanaiinos 
915 +7 343 Lucky Ltd 
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Samsung Biectrore 85500 .18 s9 
Saranan Corp 245 00 to 49 
Sunwyung 090 00 37 37 
Kores Fund uss 12625 09 -= 
Kona internamonal Trust US$ 11.0055 Ot as 
Korea Trust uss 1477 +09 54 
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22 Mar. |... SS 
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Japan: Nomura internanonal (X). Hongkong: Hongkong Stock 
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The People's 
Republic of China 
Year-Book 1984 


112 colour illustrations, 
b/w illustrations and 
all the information on 

China you'll ever need! 
Now only US$75 


; (hard cover) 


The 970-page People’s Republic of China Year-Book 1984 is 
without doubt the single most complete reference work ever 
produced about China. Its contents range from the land and its 
people to business, economics, finance, culture, education, 
Politics, science and technology and countless other subjects. 
What is it? 

T result of thousands of man-hours, the People’s Republic 
of China Year-Book 1984 was written and edited by The New 
China News Ltd. and Evergreen Publishing Co., a group of 
dedicated professionals who know China intimately. The 
result is a book of unmatched breadth and depth. 

Who needs it? 

Completely indexed, the People's Republic of China Year- 
Book 1984 places thousands of facts and bits of information 

at your immediate disposal. The book is essential to 
businessmen, financiers, students, professors and virtually 
anyone with a need to know or a keen interest in China of 
today. Liberal use of charts, maps, tables and colour 

otos makes the book enjoyable as well as informative 

ing. 

to get it 

der your copy(s) now by simply completing the coupon 

ow and returning it together with the indicated payment of 
US$75 (or the equivalent in local currency) to the indicated 


. here's a double-barrelled offer 
~ you cannot afford to pass . . . 
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The Annals of 
China’s Enterprise 
Register 1984 


1200 pages of vital and. 
detailed information on 
all major Chinese national 
corporations and foreign 
trading companies! 
Now only US$80 
(hard cover) 


This Register contains information on 600 Chinese national 


corporations and foreign trading companies, and their branch ~ 


offices. Published bilingually in English and Chinese, it 
provides a company profile "copies of business licence and 
certificate, scope of trade and registered capital of the 
individual corporation. 


What is it? 

This Register draws its information from the data file provided 
by the State Administration of Industry and Commerce. Based 
on the information of enterprise registrations under the 
economic laws, this Register is an authoritative and 
comprehensive work of reference designed to disseminate 
information for all licit corporations. 


Who needs it? 

This Register, completely dependable and well documented, 
presenting reliable information and data for China’s socialist, 
economic construction is a must for business executives, 
financiers, industrialists, or anyone currently doing or 
planning to do business with China. It further serves as a 
valuable reference source for those involved in the study of ' 
Chinese economy. 


How to get it 


Simply complete the coupon below today and send together __ 
with your payment in the amount of US$80 (or equivalent in 


your local currency) per copy. 
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! Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. | 
n. 
| A) O Please send ........ copy(s) of | B) O Please send ........ copy(s) of | Buy both and save US$25 | 
T The People's Republic of | The Annals of China’s 
i China Year-Book 1984 for Enterprise Register 1984 for | С) O Please send ........ set(s) of both | 
] Ш which I enclose US$75 per | which I enclose US$80 per The People’s Republic of China | 
| copy. For surface mail delivery | copy. For surface mail delivery | Year-Book 1984 and Annals of 
u add USS10. for airmail add US$12, for airmail | China’s Enterprise Register 1984 | 
d | delivery add US$22. | delivery add US$25. for which I enclose US$130 per 
< | | set. For surface mail delivery add | 
n gu IS А | ^: "ES. for airmail delivery add |, 
| а с WE? ws ne NEA | | 
О УУ TE IT лл | ROÁMCYER ү. 


You may forward payment in equivalent local currency. Nahas ч! 
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1 табе rates 
З months lorwaed: Japan У2@ 143. Hongkong HX$7 775. Singadore 
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ulmarg in Kashmir is perhaps one 
j of the least recognisable names in 
| the international ski-resort league. 
Yet an experienced skier can stand in 
if ‘the middle of Gulmarg Valley, waist 
` deep in fine powder snow, and gaze 
| upon miles and miles of virgin snow 
backed by some of the world's tallest 
3 peaks. He can then turn his skis 
| around and, in no more than three 
T - turns and 20 seconds, will have com- 
pleted one of the world's shortest ski 
runs. That is about the longest run in 
- Gulmarg. 
Kashmir's tourist potential, not 
| just for skiing tours, has long been 
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| recognised. Twenty-year-old feasi- 
| bility studies outline development 
| programmes which would tap the en- 
| tire state as a major Asian destina- 
_ tion. Although they never got under 
| way in an organised fashion, the 
нане of Kashmir nurtured а 
aissez-faire response. Srinagar, the 
state capital, now boasts a total of al- 
| most 3,000 tourist houseboats; and 
| the government installed a small 

| chairlift in Gulmarg. 
By 1981-82, the state of Jammu and 
{ mir was attracting almost 
. 900,000 arrivals a year. That proved 
to be the high-water mark — since 
| then, tourists have been staying away 
| in droves. The decline began with the 
| violence — said to be more apparent 
` than real — during the 1983 Jammu 
| and Kashmir state election. Monthly 
figures were only just recovering 
| from that when Sant Jarnail Singh 
Bindranwale made his dramatic 
| stand in the Golden Temple in neigh- 
n - bouring Punjab. Shortly after, there 
| was the nationwide drop-off in visit- 
| ors in the wake of the assassination of 
l | prime minister Indira Gandhi. Then, 
| for the Christmas Eve general elec- 
| tion, Srinagar was labelled (wrongly, 
| asit turned out) a flashpoint for elec- 
| toral violence. For the whole of 1984, 
. tourist arrivals in Kashmir dropped 

to less than 100,000. 

Predictions of widespread dissent 
in Jammu and Kashmir are by no 
means new. More recent, however, 

| has been the split within the ranks of 

| the Kashmiri politicians themselves. 

| То some observers, the split is no 

more than a family squabble. For 

| years, the leader of Kashmir politics 

| was Sheikh Mohammed Abdullah, 

| better known as the “Lion of 

_| Kashmir." He was jailed by the gov- 

— | ernment of Jawaharlal Nehru for his 

- | trouble. The term was later extended 

by Mrs Gandhi, though it was under 

her rule that a deal was struck which 

— | finally saw the Lion return to 

-| Srinagar, where he immediately 
moved back into politics. 

It was when Abdullah died in 1982 

р that deeper divisions set in. During 
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his incarceration, his political party 
had been held together by his son-in- 
law, G. M. Shah. Rightly or wrongly, 
Shah saw himself as the heir-appa- 
rent to the leader's position as chief 
minister of Kashmir and head of the 
National Conference party. Instead, 
that position went to Abdullah's son, 
Farooq Abdullah. 

Sensing the divisions, the central 
government encouraged Shah and his 
12 supporters to split from the Na- 
tional Conference and form a sepa- 
rate party — which they did early last 
year. Farooq was effectively deposed 
and Shah was appointed chief minis- 
ter. 

These were the events that had 
Srinagar slated as a possible source 
of electoral violence, keeping tourists 
away and again clouding the plans to 
develop the state's potential. Ironi- 
cally, however, almost everyone in- 
volved now seems to think the plans 
could become reality. In the wake of 
Prime Minister Rajiv Gandhi's elec- 
toral landslide, many Indians started 
to believe that somehow everything 
would start to improve. 


he scheme to develop Gulmarg 
involves European-style gondolas 
to take skiers and sightseers to the 
top of 14,000-ft ranges that tower 










































above the beginners' bowl, arid there 
would be new hotels and restaurants: 
already Swiss and French organ- 
isations have made kriown their in- 
terest. е 

Benjie Nedou, owner of баран 5 
only hotel which approaches inter- 
national standards, the Highland 
Park, is confident "x plans will go 
ahead. 

One reason he gives is the prime 
minister himself. Although. Kash- 
miri, Nedou, like many others, sees 
Gandhi as untainted by family 
squabbles; heading a better-edu- 
cated cabinet, and, more \impor- 
tantly, holding the tourism portfolio 
himself. 

Others agree, but for different, 
reasons. They say the centre will con- 
tinue to support Shah's government, 
not Farooq — and, in doing so, still 
support heavier tourist development. 

One observer recalls the experience 
of the Jawaharlal Institute of Moun- 
taineering — an international train- 
ing school which was to be set up at 
Pahalgam. The story goes that when 
the idea was first being developed, - 
the institute's president was Mrs 
Gandhi. She told then vice-president 
Farooq that there were simply insuf- 
ficient funds to see the project 
through. Later, when Shah became 
vice-president, funds were suddenly 
available. х 

Regardless of the reasons for fed- 
eral philanthropy, there i$ now op- 
timism from both sides of the politi- 
cal spectrum that a faster pace of 
development will go ahead. Moham- 
med Ashraf, a deputy director 'of 
tourism based in Srinagar, sees en- 
tirely different, but equally plausi- 
ble, reasons for action in the skiing 
sector. 

One is a plan to hold an Asian 
winter sports meeting. The idea al- 
ready has strong backing from the 
army, the ski regiments of which 
dominate the ranks of the domestic 
skiing population (and the beginners' 
slopes of Gulmarg). 

Ashraf remembers Gandhi as one 
of the few politicians.to visit and ski 
at Gulmarg. And when he did, the 
prime minister, his children and his 
European parents-in-law had to 
trudge three miles up the mountain to 
reach snow. Ashraf feels that Gandhi 
knows what a gondola is and why it is 
a good idea to have one. "If nothing 
happens in Rajiv's time," he said, 
bora oo at all." 

— ALAN HARGREAVES 
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KLM's network totals 380,000 kilometres — one of the longest flown by any airline — 
end serves 124 destinations in 77 countries worldwide. Yet new destinations are still being added. 
In November 1984 Seoul in the Republic of Korea, Larnaca on Cyprus and Newcastle 
in the U.K. And on April 1, 1985 Lyon in France and Dubrovnic in Yugoslavia. es T ө 


The Reliable Airline KLM 
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BEATEN TRACK, HIDDEN CHARMS 


Guilin Canton Guangdong published 
by China Guides Series. HK$50 
(US$6.50). 


anton is the most accessible and 
frequently visited of China’s 


major cities. But though Canton is on 
the beaten track, its charms and at- 
tractions escape many visitors. Gen- 
erally, tour guides to China devote 
more attention to Peking with its im- 


perial monuments, to Shanghai and 
its romantic past, or to the incompar- 
able archaeological treasures of 
Xian. 

The China Guides Series, which 
now includes books on Hangzhou, the 
three lower Yangtze cities of Nanjing, 
Suzhou and Wuxi, and the province 
of Yunnan as well as Peking, Shang- 
hai and Xian, has done a great deal to 
open visitors' eyes to less well-known 
locations which can offer the travel- 
ler unique ranges of sights and ex- 
periences. 

This new revised edition of the 
1980 guide will be useful to both 
transit travellers spending only a day 








or two in Canton and to those who 
may wish to explore other destina- 
tions in Guangdong province or 
nearby Guilin in the Guangxi 
Zhuang Autonomous Region. 

The descriptions of historical sites 
and temples are useful and concise, 
though visitors with special inter- 
ests in Chinese art or art history may 
wish for more detail. There are exten- 
sive comments on restaurants includ- 
ing the name and address in both 
Chinese characters and English and 
telephone numbers, where applica- 
ble, which should greatly facilitate 
explorations in cuisine beyond the 
often limited horizons of tourist 
hotels. 

Visitors to the Canton Trade Fair 
held each spring and autumn, will 
find Tom Gorman’s essay on the 
techniques and pitfalls of commer- 
cial negotiations in China both infor- 
mative and amusing. The colour 
photographs are profusive and well 
chosen. Serious city explorers will 
want more detailed street maps than 
are included here, however. 
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. COME TO SHERATON 


Hong Kong. the pearl of the Orient, is 








indeed one of the world's most exciting 
destinations. At the Sheraton-Hong Kong 
Hotel, you will find the luxury, mystery and 
enchantment of Asia with all the amenities 
and comforts of the West. Newly renovated 
WELCOME TO SHERATON HOTELS and glistening. the Sheraton awaits you 
IN ASIA, AUSTRALIA & NEW ZEALAND. 








Hotels, Inns & Resorts Worldwide 
re осу people of 
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MARINA 
MANDARIN — AT MARINA SQUARE 
SINGAPORE 


A hotel so special, so spectacular. 
Soon. In the new heart of Singapore. 


The moment you step into the new Marina Mandarin, you'll be 
greeted by a breathtaking sight. The whole interior is designed 
around a spectacular 18-storey Atrium. A gigantic 36 metre 
long modernistic-sculpture suspended from the skylight forms 
the focus of attention. 

Each of our 640 rooms and suites offers the luxury of 18th 
Century oriental splendour and looks out on beautiful views of 
the Marina Bay and city skyline. 

Exquisite gourmet meals are served at our four specialty 
restaurants. In addition, there are casual meal outlets, lounges 
and a discotheque. 


Recreational facilities abound, while connected to the hotel will 
be S.E. Asia's largest shopping mall. 

Marina Mandarin. The most spectacular hotel in the new heart 
of Singapore. 


Opening late 1985. 
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The Ашішт: the 18-storey centrepiece 






Managed by 
Mandarin Singapore International 
For more information, please contact: 
Mr Michael T. S. Tan 
Director of Sales & Marketin 
333 Orchard Road, Singapore 0923 
Tel: 7379155. Telex: RS 21528 MANOTEL 
Cable: MANRINOTEL 


Corporate brochure available on request 


Represented by: The“Jeading“Hotels of the*World " 


postage 
at New York, N.Y., and additional mailing offices. POSTMASTER 
send address changes to Datamovers. Inc. 38 W. 36th St. New 
York, N.Y 10016. 
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Heres how 
our Corporation 
is Structured. 


Friendship. Fairness. Honor. 
These are the principles that guide 
all our relationships and business 
transactions. The strong codes of 


our Islamic heritage have been piv- 


otal in attracting business partners 
from around the globe. Our word 
is our bond. Our partners in the 
United States, Germany, Japan, 
the Netherlands and Scandinavia, 


among others are aware of our 
heritage. 

They are also aware that 
Saudi Arabia is one of the leading 
suppliers of petrochemicals to the 
world. After all, if the refining pro- 
cess is performed at the source, 
using state-of-the-art technology, 
the result is bound to be products 
of the highest quality. 

We offer the buyer of petro- 
chemicals the benefits of buying 
from the source. We offer our part- 


ners the opportunity to work with 

a world class organization toward 
progress and mutual profit. To both 
we offer our code of honor. D 


SABIC {4 


World Class Petrochemicals. 
World Wide Cooperation. 


Saudi Basic Industries Corporation 
PO Box 5101, Riyadh 11422, Saudi Arabia 
Telex: 201177 SABIC SJ 
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On his recent well-publicised tour, 
Australian Foreign Minister Bill 
Hayden talked with Hun Sen, premier 
of the Hanoi-backed government in 
Cambodia whose Vietnamese-install- 
ed colleagues are largely former asso- 
ciates and henchmen of the barbaric 
Pol Pot regime who have easily 
changed communist horses. 

Was Hayden» being hypocritical or 
just naive? He can keep his head in the 
sand of political bias and department- 
alineptitude for now, but he must ulti- 
mately perceive that the most powerful 
factor working at forcing the Vietnam- 
ese to negotiate meaningfully is the in- 
creasing Khmer guerilla campaign. 

Hanoi has launched major military 
attacks on the guerilla bases and is- 
sued threats to the Thais because the 
Vietnamese, more than others, under- 
stand the dynamics of a popular 
рав force operating on its home 
soil. 

There will be continued suffering 
and dislocation until Hanoi agrees to 
negotiate on the basis of a free and in- 
dependent Cambodia, with United Na- 
tions-controlled and -supervised initial 
elections. Hayden's policies are based 
on appeasement, and will only lengthen 
the time of suffering and turmoil. 
Victoria COLIN PRATT 


Nuclear garrotte 


Thank you for giving the rest of Asia a 
taste of the nauseating Peter Garrett 
[REviEW, 7 Mar.]. Now those of your 
readers lucky enough not to receive 
Australian TV know something of the 
horrors of our recent election cam- 
paign. Then, as now, Garrett did his 
impersonation of a talking goanna: 
while bombarding the world with his 
slick polysyllabic patter, his eyes 
would dart, his hairless head would 
wave from side to side and his forked 
tongue would flick. It was an ex- 
tremely effective performance, dem- 
onstrating that the expression of yet 
another aspect of the Australian 
character is now in the hands of the 
trendy Left. 

Garrett is nothing more than the 
latest prophet of Australia's mawkish, 
witless “if-only-ism.” The greatest of 
these charlatans was former prime 
minister Sir Robert Menzies, who 
thought that the Cold War of the 1950s 
would go away if the Soviets and the 
Americans would play cricket. There is 
a certain grandeur to such backward- 
looking dottiness, and it certainly has 
been all downhill in Australia since 
those days. 

Menzies at least addressed the ques- 
tion of creating an economy which 
could support everyone, even if the 
answers he came up with were wrong 

in the long term. Garrett and his sup- 
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the top of large 


bank balances and proclaim as dogma 


that absolutely nothing matters but 
nuclear disarmament. He tries to de- 
flect the full thrust of this by gushing 
Latinately that his party simply has 
not had time yet to formulate a policy 
on such things as Australia’s un- 
employment, but when pressed even a 
little he will admit the awful truth. He 
truly believes that the only problem 
faced by the unemployed, the home- 


less, the pensioners (among others) is 
that they could be turned into ashes ir 
a nuclear war. a 
People must have been greatly re- 
lieved to find that the impossibility of 
paying for their rent and food was: 
longer of any consequence, but these” 
happy souls seem to be as shy as they 
are contented. It is much easier to me 
the devout nuclear disarmers: per- z 
meating society in all sorts of secure 
and well-paid jobs, articulate thanks 





FOR SALE BY AUCTIO 


UNDER INSTRUCTIONS FROM THE REGISTERED | 
PROPRIETORS 


Prime Development and Commercial Cattle Property | 


*Mt Bundey" Station 
Northern Territory Australia 


Situated 125km south of Darwin, N.T. 
adjoining Adelaide River Township 


Approx. 3031 square kilometers 3031 
(303. 100ha. — 748,975 acres) 


To be offered in 5 non contingent lots 


At “Mt Bundey" Homestead Complex 
situated 4km from Adelaide River Township 
adjacent Stuart Highway 


Friday 19th April 1985 at 12 noon 


Please note extensive clearing sale 
and approx. 800 well bred, Brahman cattle will 
be offered for sale by auction at 
“Mt Bundey" on SATURDAY 27TH APRIL 1985 


For further information please contact 


ELDERS PASTORAL 
(Licenced Agents) 


at Victoria Highway Katherine Northern Territory 
(089) 722500 (A.H. Larry Davenport [089] 721636) 
or 27-39 Currie St. Adelaide [08] 2184461 
(A.H. Hilary Osborne [08] 312921) 
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Real estate in the United States 
` Offers excellent security and tremen- 
dous profit potential. And many of 
the best investment opportunities in 
the United States are in Texas: a big 
state with an even bigger future. 
Hollowell-Pettit specializes in 
.| Texas real estate. We search out 
secure investments with high profit 
. potential, and handle all the details 
of the transaction from purchase to 
administration and sale. 
For information on real estate 
investment opportunities as big 
as Texas, write to Paul Pettit, 
Managing Director, Hollowell- 
Pettit Inc., 11408 Audelia Road, 
Suite 4737, Dallas, Texas 75243 USA. 


HOLLOWELL PETTIT 
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| avoidable. Where former prime minis- 


ter Malcolm Fraser and other stone- 
hearts of the Right once ordained 
in their ivory towers that the un- 
employed should go looking for jobs 
that were not there, this lot holds pub- 
lic meetings to say that in the shadow 
of death no one really needs money or a 
job at all. 

So, are they abandoning their desir- 
able lifestyles in our nuclear-target 
cities to escape from Armageddon? 
Some are, by creating a suburban 
sprawl without a city centre along the 
north coast of New South Wales. Gar- 
rett gives himself a little protection by 
undertaking a few profitable country 
tours with his rock group. The rest, 
though, prefer to sit comfortably in the 
firing line, communicating about the 
danger. Communication is about all 
they can do, since they are mainly the 
products of the explosion in tertiary 
industry which has shaken the whole 
world in the past 30 years. Like their 
mechanical equivalents, these infor- 
mation processors do little and pro- 
duce nothing at a hectic pace, all the 
while requiring non-stop flows of 
money and paper in their direction. 
Their basic notion that life is merely à 
matter of transmitting solutions to 
problems rather than applying them is 
strikingly similar to the Red Guard 
frame of mind, and leaves the poor lit- 
tle rabbits wide open to exploitation. 

In sum, the headline on the REVIEW's 
7 March cover, Stop The World, We 
Want To Get Off, has the situation 
backwards. Garrett and his ilk have no 
intention of going anywhere; their 
plan is to shout at the nuclear demon to 
unbar the door, so that peace and hap- 
piness may come in to them. 

NSW G. T. W. AGNEW 


Behind the exodus 


According to Salamat Ali's report [28 
Feb.], Tamil United Liberation Front 
secretary-general Appapillai Amir- 
thalingam wants to refer the so-called 
refugee problem from Sri Lanka to 
India to the United Nations High 
Commissioner for Refugees for help. 

An observer of the situation in 
northern Sri Lanka would have seen 
that the terrorists have blown up 
bridges and roads, prevented the flow 
of foodstuffs and urgent medical sup- 
plies — which, incidentally, are being 
air-lifted by the government to north- 
ern hospitals — to create conditions 
that would cause this exodus. They 
wish to create a "Bangladesh type" 
situation in Tamil Nadu to strengthen 
their request for Indian Army inter- 
vention, 

Amirthalingam's claim that 500 re- 
fugees from Sri Lanka go to Tamil 
Nadu in southern India every day 
deems that at least 40 to 50 small boats 





ne S are cor- 
rect — that so many 1 ees could go 
overland to points of embarkation and 
are able to travel to and fro across the 
Palk Straits, where there are regular 
naval patrols, shows that the whip 
hand in the north is certainly not with 
the government security forces. The 
oppression of the people in Jaffna 
comes from the terrorists and gueril- 
las. t 

Kuala Lumpur F. C. M. WJAYAWICKRAMA 


Poor dubbing... 


We were surprised to read Rod- 
ney Tasker dubbing the Buddhist 
leader Ven. Palipane Chandananda of 
Asgiriya as the Buddhist "Khomeini" 
[REVIEW, 21 Feb.]. Without wasting 
words, we think his signature, with 
that of the Maha Nayake of Malwatta, 
on a petition to the Sri Lankan Gov- 
ernment on 14 September — endorsing 
the spirit of inter-faith harmony — and 
requesting the issuance of a postage 
stamp with the World Religion Day 
motif to emphasise the oneness of all 
faiths, should more than dispel the as- 
persion cast on this eminent Buddhist 
leader in your otherwise balanced 


coverage. N. J. Н. DHARMAWANSA 
Hon. Secretary 
Colombo World Religion Day Cómmittée 


A strong word 


I have always considered the REVIEW 
factual and objective. Therefore, I 
was surprised to find in one article 
an offhand reference to "... . the 
Three Mile Island nuclear disaster" [7 
Mar.]. 

"Disaster" is a strong word; one im- 
agines smoking fields littered with 
charred bodies. The horrible carnage 
wreaked by Three Mile Island was the 
negligible release of some radioactive 
gases. The average dose received by 
people in the vicinity was 1 millirem, 
considerably less than one-fifth of that 
received on a flight from San Francisco 
to Tokyo; the most anyone could have 
received was 80 millirem, or less than 
two chest X-rays — certainly nothing 
to worry about. е4 

An accident with a grand total of 
zero killed and zero injured is surely 
not a disaster. If you wish to use the 
word “disaster” to signify “minor mis- 
hap resulting only in property dam- 
age," please say so — otherwise, I hope 
you will be more careful about your 
choice of words. 


San Francisco RANDOLPH GEITHMAN 


CORRECTION 
In the table accompanying the ECONOMIC 


MONITOR on South Korea (4 Apr), the fig- 
ures in the left column were those for the full 
‚ year 1984, and not for January 1984 as 
stated. 
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Asia is hooked on the pills habit. Already the re- 
gion is one of the world’s major markets for 


' pharmaceuticals and it is set to grow rapidly in 


` far the biggest market is Japan, wit 


importance for the rest of the century. But the 
money may well be spent in the wrong places. By 
its aging, 
er, poorer coun- 


affluent population. The youn 
ia — where the 


tries of South and Southeast 
need for medicines is the greatest — are lagging 
behind. Also, the region's pharmaceuticals in- 
dustry is lagging. With the exception once again 
of the relatively affluent northeast, it is little more 


than a packaging operation for the multinationals. In FOCUS on Pharma- 
ceuticals, REVIEW correspondents throughout Asia examine the mar- 
ket, the industry and various nations’ strategies for attaining the World 


Health Organisation 


's goal of good health for all by the year 2000. 
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Singapore President Devan Nair 

| resigns and the nation is shocked 
‚ by the full disclosure of his al- 

coholism which led to the sad end- 

ing of along career. 


Page 11 

The Aquino trial stumbles on, with 
missing witnesses and retracted 
testimony adding to the wide- 
spread cynicism about the out- 
come. 


The visit of Soviet skating cham- 
pions to Seoul leads to an upsurge 
of Olympic optimism. 
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Bangladesh President H. M. Er- 
shad, having pulled off a resound- 
ing victory in a popular referen- 
dum, now looks towards trying to 
reach an accommodation with the 
boycotting opposition parties — 
but from a position of more 
strength. 


Page 36 

Life aboard the American aircraft 
carrier USS Midway gives a taste 
of the Reagan administration's 
efforts to revitalise the US Navy 
as a principal arm of Washing- 
"s power diplomacy in the Paci- 
ic. 
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A United States Senate resolution | 
calls for retaliation against Japan | 
threatening a trade war. 


Page 66 
Hongkong's commissioner of 


banking is planning a new ap- 
proach to regulating the territ 1 
ranging 


finance sector with wide- 
discretionary powers. 


Page 73 

A little-known Japanese econo- 
mist has an increasingly influential 
impact on Malaysian economic 
thinking. 


Page 74 

Despite what Premier Zhao Ziyang 
terms errors of judgment in banking _ 
reforms, China is two years ahead — 
in its drive to quadruple economic 
output by the end of the century. 


Page 80 

Malaysia's central bank sees eco- 
nomic progress, but warns of 
softening export demand and | 
foreign-debt management prob- 
lems this year. 


Page 90 

Fallout from the financial crisis at 
two Taiwan savings institutions | - 
adds force to calls for modernisa- | 
tion of the country's financial sys- 
tem. 
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he large but was tried in absen- 


- three, who are accused of 


— California, 


Paris to set New 





Vice-Adm. Wong  Hsi-ling, 
former chief of Taiwan's mili- 
tary intelligence bureau, was 
to go on trial on 4 April on 
charges of murder in the slay- 
ing of  Chinese-American 
writer Henry Liu. Two of 
Wong's top aides, Hu Yi-min 
and Chen Hu-men, who have 


- been indicted as accessories to 
а homicide, will be tried at the 


same time in a Taipei military 


Meanwhile, the trial of re- 


| pue Bamboo Union gang 


eaders Chen Chi-li and Wu 
Tun ended on 2 April with the 
two men still contending that 


| Wong had ordered them to kill 


Liu. A third suspect in the 
case, Tung Kuei-sen, is still at 


tia. Chief Judge Cheng Chun- 
chia was to announce the ver- | 
dict on 9 April. Both the intel- 
ligence officers and the other 


carrying out the killing in Oc- 
tober 1984 in Daly City, 
could face the 
death penalty if convicted. 

— CARL GOLDSTEIN 





Caledonia plan 

The French High Commis- 
sioner in New Caledonia Ed- 
gard Pisani has returned to 
Paris to present his recom- 
mendations on self-determi- 
nation for the troubled Pacific 
territory to President Francois 
Mitterrand. 

Pisani will suggest a re- 
ferendum be held on 1 Sep- 
tember on whether the terri- 
tory should become indepen- 
dent next year while retaining 
substantial French respon- 
sibilities, particularly in de- 
fence and security matters. 
Originally proposed for 1 July, 
the vote has been delayed for | 
"legal reasons," Pisani said. 

— HAMISH McDONALD 


Sarawak's ruler does 

not seek new term 

The former head of state of 
Sarawak, Tun Datuk Patinggi 
Abdul Rahman Yaakub, ended 
his four-year term of office on 
1 April and stepped down — 
keeping his word that he 
would not seek a renewal of 
tenure. 

A former Sarawak chief 
minister himself from 1970- 
81, Abdul Rahman's reign as 
appointed state ruler had been 
marked by "differences" with 


his nephew, Chief Minister 
Datuk Patinggi Abdul Taib 
Mahmud. Friction between 
the two surfaced in January, 
prompting the Malaysian Gov- 
ernment to state its firm sup- 
port for Taib, who isan elected 
official. Insiders said Abdul 
Rahman would not relinquish 
executive authority even 
when he became figure-head 
ruler. 

The new state ruler, Datuk 
Ahmad Zaidi Adruce Moham- 
med Noor, was a former 
Sarawak minister of local 
government and housing. 

— SUHAINI AZNAM 


Macau to be reunited, 
top diplomat to Jakarta 


Peng Zhen, chairman of the 
Chinese National People’s 
Congress told Hongkong re- 


porters on 29 March that | 


Hongkong and Macau com- 
patriots should be ready for 
reunification with China on 1 
July 1997. The inclusion of 
Macau in Peng's remarks, 
suggested that the Por- 


tuguese-ruled territory would, | 


like Hongkong, become a spe- 
cial administrative region of 
China on that date. 
Meanwhile, Chinese Foreign 
Minister Wu Xueqian will ac- 
cept an invitation and visit In- 
donesia to attend the 30th an- 
niversary of the Bandung con- 
ference on 24 April. Asked if 
Wu would try to normalise re- 
lations with Jakarta, sus- 
pended since 1967, a Foreign 
Ministry spokesman said: “We 
believe that during the meet- 
ing...mutual understanding 
and friendship will be further 
enhanced." — MARY LEE 


More battles, fewer 
killed in Burma 


Burmese troops had 3,014 en- 
counters including 20 
“major battles” — with ethnic 
separatist insurgents and Bur- 
mese communists during the 
period 24 March 1984 and 20 


| March 1985. An official an- 


nouncement said enemy 
casualties totalled 1,870 killed 
and 506 captured against 566 
government troops dead and 
1,195 wounded. Altogether, 
920 insurgents surrendered 
during the period, bringing in 
a total of 416 assorted 
firearms. In the preceding 
year, there were 2,731 encoun- 
ters, including 16 major bat- 
tles, resulting in an insur- 
gents’ toll of 2,464 killed and 
640 captured against govern- 
ment casualties of 528 soldiers 
dead and 1,730 wounded. 
—M.C. TUN 


| 
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BUSINESS 


Dow Chemical buys into 
Japanese drug firm 

Dow Chemical Co. announced 
that it has entered into a busi- 
ness tie-up with  Funae 
Pharmaceutical, a small but 
fast growing Japanese maker 
of drugs for the circulatory 
and digestive systems. Under 
the arrangement, Merrell 
Dow, a wholly owned sub- 
sidiary of Dow Chemical, will 
become the largest sharehold- 
er in Funae, with an 18% capi- 
tal stake. Funae will take over 
responsibility for registering 
and marketing in Japan some 
of Merrell Dow's drugs. At a 
later stage, Funae will begin 
local manufacture of Dow 
products and the two com- 
panies will cooperate in re- 
search and development. 

The deal gives Funae a 
chance to diversify from its 
original product area into the 
manufacture of drugs for re- 
spiratory and cardiovascular 
diseases, where Dow is strong. 
From Dow's point of view the 
association with a domestic 
Japanese manufacturer could 
mean faster and better access 
to the market (FOCUS, page 
45). — CHARLES SMITH 


Burma to diversify 

agricultural sector 

Sliding world rice prices have 
forced Burma to give greater 
emphasis to developing other 
export and domestic crops, 
such as wheat, tobacco, coffee, 
cotton and jute. Speaking in 
parliament, Deputy Prime 
Minister Tun Tin said the gov- 
ernment sees a 5.1% gain in 
agricultural production in the 
year ending March 1986. He 
said rice prices had fallen to 
an average US$183 a tonne in 
1984 from US$322 a tonne in 
1981 — when Burma launched 
its fourth, four-year economic 
plan. In particular, Burma is 
seeking to increase earnings 
from forest products, the sec- 
ond-largest export sector 
after rice. In addition, rubber 
estates in southern Burma are 
being rehabilitated and ex- 
panded. — A CORRESPONDENT 


South Korean bank signs 
US$600 million loan 


Despite concern over South 
Korea's rising foreign debt, 
Korea Exchange Bank 
has been able to attract 61 
banks from 15 countries for its 
latest borrowing. The US$600 
million, eight-year loan has 
two tranches: one at 0.625 of a 








percentage point above the) 
three- or six-month London 
inter-bank offered rate for the 
first three years, rising to 0.75 
of a point thereafter. The 
other, a United States prime- 
rate portion, is based on the 
higher of the US prime com- 
mercial lending rate or 90-day 
adjusted US certificate-of-de- 
posit rates. The management 
group includes banks from the 
Middle East,*the US, Europe, 
Australia and Singapore. The 
amounts and spreads for 
South Korean state-bank bor- 
rowings have become very 
predictable in recent years, 
with Seoul's needs: well- 
known long before it seeks 
funding. This year, the coun- 
try is expected to borrow 
perhaps US$2 billion in com- 
mercial loans, plus US$3-4 
billion from multilateral in- 
stitutions. — LIZ CARVER 


Harrisons listed on 
Singapore exchange 
Harrisons Malaysian Plant- 
ations (HMP), one of the 
largest plantation groups in 
Malaysia, has secured a listin 
on the Stock Exchange of 
Singapore effective 1 April; 
HMP, which is also listed on 
the Kuala Lumpur and Lon- 
don exchanges, had a market 
capitalisation of M$1.66 bil- 
lion (US$658.7 million) at 
end-March. The company's 
listing document disclosed an 
unaudited pre-tax profit for 
the nine months to 31 De- 
cember 1984 of M$154 million 
on a turnover of M$851 mil- 
lion. The listing was arranged 
by merchant bankers Baring 
Brothers Asia and their Ma- 
laysian associate, Pertanian 
Baring Sanwa. _ —V.G.KULKARNI 


Soviet aid to power 
station in Bangladesh 


Bangladesh has signed an 
agreement with the Soviet 
Union for the construction of a 
210-mW steam-power station 
at Ghorasal, near Dhaka. The 
agreement, signed on.1 April, 
provides for the station's com- 
pletion by 1990. It will be the 
fifth unit at the station, bring- 
ing total capacity to 740 mW. 
The cost is US$82 million. The 
Soviets will supply the design 
and equipment, and assist 
local technicians in Building, 
commissioning and (at first) 
operating the unit. The station 
already has two units of 55 
mW each, with two of 210 mW 
each under construction. The 
third unit should be commis- 
sioned in 1986, and the fourth 
in 1987. — S. KAMALUDDIN 
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Me „40% 


Sri Lanka has admitted receiving 
arms from Pakistan for use in its 
fight against Tamil separatist 
guerillas. On a six-day state visit 
to Islamabad from 29 March, 
President Junius Jayewardene 
thanked his host, President 
Zia-ul Haq, for his “support of 
Sri Lanka's govereignty and 
territorial integrity апа... actual 
help to defeat the forces that 
threaten to destroy them." 


DARWIN'S EVOLUTION 


In an effort to step up population 

growth in the sparsely peopled 

region, the government of 

' Australia's Northern Territory is 

. to try to persuade the federal 

` government to make it easier to 

. emigrate to the territory from 

overseas, giving such immigrants 

preference over those wishing to 

go to'southern states. The 

territory, the population of 

which is only 130,000, is 

ыа ا‎ keen to attract 
usinessmen and skilled workers 

‚ from Hongkong and Southeast 

. Asia to the Trade Development 

Zone it is setting up in Darwin. 

The territory considers itself 

disadvantaged by the tight 

migration policy now being 

pursued by Canberra and by the 

` policy's emphasis on family 
reunion at the expense of 
individual migration. It also 

, thinks qualifications for business 


` AFGHANISTAN 
A lafge Soviet armoured force backed 
by fighter jets and helicopter gunships 


swept an area northeast of Kabul, West- 
ern diplomats in Islamabad said (2 Apr.). 


BANGLADESH 
Nearly 60 people were killed and 200 in- 
' jured When a cyclone ripped through three 
' villages in northern Prabna district (28 
© Mar.). 


CHINA 

^ The third session of the Sixth National 
People's Congress opened (27 Mar.). China 
publicly thanked South Korea for the re- 
turn of a Chinese navy torpedo boat and 
13 surviving crew members (28 Mar.). The 

. former president of the Bank of China was 
sacked for violating discipline , Vice-Pre- 
mier Yao Yilin admitted (29 Mar.). 


. HONGKONG 

The British Parliament approved the 
Sino-British agreement on the future of 
theterritory (28 Mar.). Businessman Amos 












































migration, which is lagging far 
behind Canberra's target, are too 
tough. 


DEFECTIVE SECURITY 


To the horror of South Korean 
officials, a military attaché from 
the Taiwan Embassy in Seoul 
successfully broke the tight 
security around a hotel in 
Kunsan where crew members of a 
Chinese torpedo boat were 
billeted (REVIEW, 4 Apr.) and 
almost made contact with them. 
The attaché, identified simply as 
Chang, somehow booked himself 
into a room on the floor where the 
Chinese sailors were awaiting 
repatriation, apparently 
intending to ascertain whether 
they wanted to defect to Taiwan. 
After being discovered by an 
official from Seoul who knew 
him by sight, sources said, Chan 
was hurriedly asked to leave, an 
security was doubled. Later, the 
radio operator and navigator of 
the torpedo boat — accused of 
shooting to death six of their 
colleagues — were sent back to 
China *tearfully begging for 
their lives," according to sources. 


BOOKING THE COOKS 


Accountancy firms in Hongkong 
have been shaken by the decision 
of an Australian court to award 
damages of A$145 million 
(US$102.1 million) against the 
firm which audited the accounts 


Dawe's application for a Privy Council 
hearing to appeal against his conviction 
on fraud charges was dismissed (2 Apr.). 


INDIA 

Sikh militants shot and seriously 
wounded a Hindu and more than 100 
shops were burned in Amritsar, the Unit- 
ed News of India said (28 Mar.). The five 
Sikh high priests ordered the ostracism of 
Agriculture Minister Buta Singh for dis- 
obeying their orders (2 Apr.). 


PAKISTAN 

The military authorities freed more 
than 40 political prisoners in Punjab and 
the North-West Frontier Province, gov- 
ernment and opposition sources said (28 
Mar.). 


PAPUA NEW GUINEA 

Prime Minister Michael Somare reshuf- 
fled his cabinet and appointed Fr John 
Momis deputy premier to replace Paias 
Wingti and also gave him the public ser- 
vice portfolio (2 Apr.). 








of Cambridge Credit Corp. prior 
to its collapse in 1974. The ү 
damages were directly related to _ 
Cambridge's total deficiency. 
The action was brought by the 
receivers. The judge found a 
direct link between a negligent 
audit report and Cambridge's 
failure. With the territory's 
recent history of large corporate 
failures, and allegations of 
incompetent auditing, : 
accountants are nervous that the _ 
basis and size of the Australian — 
award could create a precedent — — 
which might be reflected locally. | 


BLEEP IN THE DARK 


A new measure of American- 
Soviet cooperation will be put to 
the test soon in an unlikely setting | 
— Vietnam's southern capital of - 
Ho Chi Minh City, formerly 
Saigon. In the scramble among 
American TV networks to put out 
the best coverage of the 30 April | 
10th anniversary of the 
communist takeover of Saigon, 
the American Broadcastin 
Company (ABC) is Peoria dir 
placing itself in the unknown 
ands of Soviet technicians. 
Moscow is scheduled to ship à 
ground station to Ho Chi Minh 
City on 20 April, and ABC is 
understood to be among those 
who have contracted to use it іо | 
beam out live news coverage of — 
the anniversary via Soviet | 
satellite to New York. 





PHILIPPINES 

A court rejected a petition for the jailing 
of 23 soldiers accused of involvement in — 
the assassination of Benigno Aquino be- | 
cause of lack of proof that their superiors | 
were lax in their custody of thetroopers(1 | 
Apr.). 


SINGAPORE 

President Devan Nair resigned after ad- 
mitting he was an alcoholic and could no - 
longer perform the functions of head of | 
state (27 Mar.). Àj 


SOUTH KOREA 

A Chinese torpedo boat which drifted 
into South Korean waters was returned to | 
China (27 Mar.). 


SRI LANKA 

Police commandos shot dead six sus- „Д 
pected Tamil militants on the east coast | - 
after they fired at an approaching police 
unit, officials said (31 Mar.). Hundreds of 
students demonstrated in Jaffna against 
separatist guerilla activity (2 Apr.). 











































































V. G. Kulkarni in Singapore 


he sudden resignation by Singa- 
pore President C. V. Devan Nair 
from his hospital bed was a shock 
t о most Singaporeans. More shocking 
was the revelation that the reason for 
resignation was alcoholism and, 
rst of all, the humiliation of the pre- 
dent as he was publicly denounced by 
me Minister Lee Kuan Yew, a long- 
e friend and political ally, who said 
air had deceived him and his cabinet 
about his condition. 
— Lee's lengthy statement to parlia- 
nt disclosed the details of medical 
ysis of Nair's condition and the 
nily's trauma over it. Lee also de- 
cribed the events immediately prior to 
Nair entering hospital on 16 March 
d of the subsequent days leading to 
resignation on 27 March. Lee did 
clarify the reasons for the elabo- 
exposure of Nair's illness, rather 
a simple resignation for “health 
reasons” without further details. 
Inevitably, there was speculation 
over Nair's successor and the nature 
and timing of a possible amendment to 
the constitution, to which Lee has 
та аде mention іп the past, to vest ехе- 
utive powers in a directly elected pre- 
sident, rather than the present ceremo- 
nial role of the president, who is 
elected by parliament. 
In his brief official letter of resigna- 
tion, Nair wrote that he was resigning 
ause of his medical condition and 
ed: “I make it abundantly clear 
t the decision to do so is entirely my 
wn." The Speaker of Parliament Yeoh 
im Seng assumed the duties of act- 
president on 29 March, a day after 
budget session of the parliament 
‘ended. Between 18 March, two days 
after Nair entered hospital, and 28 
March, Chief Justice Wee Chong Jin 
had been the acting president. 
_ Nair had been rushed back to Singa- 
pore on 16 March froma private visit to 
the Malaysian state of Sarawak after 
e “developed symptoms of extreme 
yeakness and exhaustion associated 
vith mental confusion and bizarre be- 
haviour,” it was later stated. The ini- 
tial diagnosis was of acute liver failure 
. with mental changes. But on 19 March, 
. а Health Ministry announcement dis- 
. closed that the president's illness was 
not caused by liver failure, but did not 
give any further details. 

A six-member panel of four physi- 
| cians, including Nair's personal doctor 
Ё 1. A. Tambyah, a neurologist and a psy- 

` chiatrist administered a series of tests. 
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Lee said in his statement: "After a 
careful assessment of the president's 
mental state and from his previous his- 
tory, they came to the conclusion that 
the president was suffering from an 
acute confusional state due to alcohol 
superimposed on a long-standing con- 
dition caused by alcohol dependency." 
The complete medical report, however, 
has not been released. Nair's mental 
state “at present fluctuates between 
lucidity and mild confusion, and dis- 
orientation,” Lee added. 

After discussing the report with the 
medical panel, Lee, accompanied by 





his senior cabinet colleague, S. 
Rajaratnam, met Nair's wife and elder 
son on 26 March to explain the impli- 
cations of the medical findings. By the 
next morning, Tambyah told Lee that 
Nair had decided to resign and had 
drafted his letter of resignation. Later 
that evening Lee and Rajaratnam went 
to see Nair at the Singapore General 
Hospital, where the latter signed his 
letter of resignation and handed it to 
Lee. The prime minister stressed in his 
statement that Tambyah and Kwa 
Soon Bee, Singapore's director of med- 
ical services, confirmed in Nair's pre- 
sence that the president “was lucid and 
that he understood what he had 
signed.” 

Lee's statement then emphasised at 
length that he had not known of Nair's 
alcoholic condition when he nomi- 
nated him for the presidency in Oc- 
tober 1981, after the death of president 


T 














Nair confesses to being an alcoholic and resigns | 


stab in the heart’ 


{ 
Benjamin Shears. In that nomination 
speech Lee had recounted Nair'smany 
contributions to Singapore as a^ free- 
dom fighter, teacher, trade unionist 
and politician. 

“I did not know that he had this 
problem. I knew he would drink at so- 
cial functions. But I have never seen 
him drunk or out of control of him- 
self," Lee said, adding that all his 
cabinet colleagues were equally ignor- ; 
ant of Nair's secret and added: “Only 
his family and a few friends from ear- 
lier NTUC [National Trade Union 
Congress] days knew of it. They did not 
tell me of this weakness, mistakenly 
believing that this was in his "E in- | 
terests." | 

Lee told parliament that tle’ first | 
time he learned of Nair's cdam 
was on 15 March, when the president's | 
wife asked to see him to discuss her, 
husband's “curious behaviour" in 
Sarawak. Lee stated: “She said she | 
had wanted to tell me of his problem | 
many times since 1979 but was dis- 
suaded from doing so by her elder son." , 


o other details of this meeting 
N between Lee and Mrs Nair have 
been disclosed. Many people! 
find it astonishing that the medical; 
condition of the head of state could re- 
main hidden so long from thé prime | 
minister and the government. The 62- 
year-old Nair has been admitted to 
hospital several times since he came 
president in 1981. i | 
Lee's statement also made it; clear | 
that some rather candid exchanges had 
taken place between him and Nair dur- 
ing the latter's stay in hospital. Lee 
quoted from a 28 March letter to him 
from Nair: “When you said I had de- 
ceived you, it was like a stab in the 
heart. I did deceive you, but you got 
your chronology wrong that I had done 
so when you proposed me as president 
in October 1981. I did NOT deceive 
you. I considered myself only as à mod- 
erate social drinker. I was cer tainly not 
an alcoholic. 
“About a year ago, I knew myself for 
a confirmed alcoholic. It was only ther 
that the DECEPTION began. I-occa- 
sionally thought of confiding in you, 
but put things off... Thelast time I was: 
on the verge of confiding in you was 
when we met some two weeks ago in: 
my office, before I left for Kuching. 1, 
had missed my last chance to соте! 
clean.” The full text of this letter has: 
not been Siriana. at dates men-: 


thet | 









tioned by Nair were clearly con- 
tradicted by Lee's reference to Mrs 
Nair's mention of 1979. 

The official explanation for Lee's 
brutal revelation of the whole episode 
has been that public figures must be 
beyond reproach. The major thrust of 
Lee's statement appears to be to show 
how properly the government handled 
the affair, despite the personal 
friendship between himself and Nair. 
But most public sympathy has gone to 
Nair, a colourful and outspoken politi- 
cian and a president popular for his 
common touch. Reflecting more the of- 
ficial line, the usually party-line The 
Straits Times editorialised that the af- 
fair is “greatly painful to all of us." It 
added: "However, in politics, consid- 
erations larger than personal sym- 
pathy must be taken into account." 

Sympathy seems to have been less 
than abundant between Lee and Nair 
in recent years. According to some 


sources, the two had differences on 
matters of style as well as policy, 


though none of these have been pub- | 


licly aired. That he would be a differ- 
ent and even a controversial head of 
state compared with his two non-poli- 
tical predecessors was evident before 
Nair's elevation. Nominating him in 
October 1981, Lee had implied it but 
added: "There is no reason why, how- 
ever, at ease and in mufti [off duty], he 
should not continue as his old self." 


rue to his old style, Nair continu- 

ed to mingle with old associates 

and friends from the trade-union 
movement, did some teaching and was 
approachable to the people at large. A 
man of humble origins and diminutive 
physique, he has a way of laughing at 
himself. If he cracks jokes, there are 
many more about-him which he also 
readily enjoys. He sometimes express- 
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ed his distaste for the formality of his 
office, "being imprisoned in a gilded 
cage," watched over by aides and 
guards. His humane and humorous 
demeanour is often in stark contrast to 
the stern attitude cultivated by Lee 
and other People's Action Party (PAP) 
leaders. 

Although Nair was a founding 
member of the government-controlled 
NTUC and forged its symbiotic re- 
lationship with the PAP, he had de- 
veloped reservations about the grow- 
ing interference in trade-union affairs 
by the government since the early 
1980s. He had established and consoli- 
dated industry-wide unions during his 
days in the NTUC, but these were dis- 
banded in favour of smaller house 
unions in recent years, thus reducing 
the voice of unions in national affairs. 





Moreover, Nair did not relish the in- | 


duction of many younger PAP techno- 


crats into crucial NTUC slots, which | 


whittled down the power of older 
unionists with working-class back- 
grounds. 

He is known to have differed with 


some of the harsher social policies of | 


the PAP in recent years, many of which 
bore the personal imprimatur of Lee. 
Nair was also not exactly supportive of 
the planned move towards an execu- 
tive presidency as it would have meant 
further concentration of power. 

Power did not seem to matter much 
to Nair whose life was spent in being a 
teacher, then an agitator and finally a 
trade unionist. Born in 1923 in 
Malacca in a poor family of seven 
children, his agitational politics began 
during the Japanese occupation when 
he joined the Malayan People's Anti- 
Japanese Army which turned into a 
communist movement after World War 
II. Twice jailed by the British during 
the early 1950s for alleged communist 
activities, he became a founding 
member of the PAP and later fought to 
rid the PAP of pro-communist ele- 
ments. After a brief stint in the Malay- 
sian parliament in the 1960s, he re- 
turned to Singapore to forge the 
NTUC. 


A search for a successor to Nairison, | 


though there is no time limit before the 


next head of state is chosen. The term | 


of office, which is renewable, is for 
four years and Nair's presidency was 
due to end in October.this year. One 
name already being mentioned in par- 
liamentary circles is that of Lim Kim 
San, a former PAP minister. Another 
possible candidate for consideration is 
rumoured to be Choor Singh, a retired 
high-court judge. Nair's successor will 
have to be a pliable person who would 
not object to stepping aside if the exe- 
cutive presidency is introduced, since 
the first candidate for that post is ex- 
pected to be none other than Lee him- 
self. п 
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PHILIPPINES 


Case for the 
defence 


The conduct of the prosecution 
in the Aquino murder trial only 
adds to public scepticism 


By Guy Sacerdoti in Manila 


fter nearly two months of hearings, 
the trial of 25 military men and one 
civilian for involvement in the 21 Au- 
gust 1983 assassination at Manila air- 
port of opposition leader Benigno 
Aquino, and the murder of Rolando 
Galman, the man the military said shot 
Aquino, is plagued with problems — 
from the disappearance of important 
witnesses to the retraction of tes- 
timony given to the Agrava board, 
which investigated the killings and re- 
commended a trial. The government 
prosecutors in the case have been woe- 
fully unable to prove almost any of the 
conclusions drawn by either of the two 
Agrava reports 
Both the four-man majority report 
and the minority report of board chair- 
man Corazon Agrava alleged a mili- 
tary conspiracy in the assassination, 
implying that the military investiga- 
tion into the murder was a whitewash. 
Agrava's report cited a limited conspi- 
racy, stopping at Aviation Security 
Command (Avsecom) chief Brig.-Gen. 
Luther Custodio, who commanded the 
1,199 men charged with “protecting” 
Aquino as he returned from three years 
of self-exile in the United States. The 
majority report, however, found all 26 
charged in the trial, including armed 
forces chief of staff (on leave) Gen. Fa- 
bian Ver and chief of the Metropolitan 
Command Maj.-Gen. Prospero Olivas 
(also on leave) as *indictable" in the 
double murder 
The government's ombudsman, or 
tanodbayan, who is leading the pro- 
secution, Manuel Herrera, so far has 
been unable to argue his case effec- 
tively, leaving the array of four defence 
counsels with ample opportunity to 


discredit witnesses. Herrera's ques- 
tioning has often been vague, not add- 
ing any information to that entered 
into the record from the Agrava 


board's transcripts, while the defence 
has shown a much better knowledge of 
the proceedings and the arguments 
which led to the findings of conspiracy. 

The result has been predictable, 
Olivas, who was charged as one of the 
eight accessories to the crime, moved 
on 27 March for the dismissal of 
charges against him, saying the wit- 
nesses testifying to date had already 
vindicated him from any involvement 
in a military cover-up during the mili- 
tary investigation which he led. And as 
expected, lawyers for Ver filed a mo- 
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iony before the Ag- 
rava beet) citing constitutional pro- 
visions against  self-incrimination 
(REVIEW, 14 Feb.) No decision on 
either motion has yet been taken. 
Three opposition leaders, United 
Nationalist Democratic Organisation 
president Salvador Laurel, Liberal 
Party president Eva Kalaw and Philip- 
pine Democratic Party-Lakas ng 
Bayan chairman Aquilino Pimentel is- 
sued a joint statement on 31 March 
expressing "alarm" over the “un- 
explained failure of vital witnesses to 
appear" when scheduled, “the mys- 
terious disappearance of many of the 
witnesses" and the "suspicious retrac- 
tions" of those who appeared before 
the Agrava board. They asked the pub- 
lic “not to allow the trial to be con- 
verted into a mockery of justice." 


Mz serious of the prosecution's 
j problems is simply locating wit- 
_ nesses to testify. The government anti- 

graft-and-corruption court, the San- 


YOU'LL FIND THE 
WITNESSES THERE ! 





diganbayan, to which President Fer- 
dinand Marcos personally assigned the 
case, has ruled that the only testimony 
given the Agrava board which will be 
allowed into the trial records will be 
that of witnesses appearing before the 
Sandiganbayan. That automatically 
puts into question some of the testi- 
mony given the now-defunct board dur- 
ing its trips to Japan and the US, during 
which outside ballistics experts and 
voice analysts, as well as a number of 
journalists who accompanied Aquino 
on his home-coming flight, gave im- 
portant testimony. 

A number of Japanese witnesses, in- 
cluding those who video-taped events 
surrounding the assassination for US 
TV networks, said they would only 
come to Manila to testify if they re- 
ceived assurances that their security 
would be ensured and that no legal ac- 
tion would be taken against them for 
any of their testimony. Herrera re- 
sponded that while security could be 
provided, immunity from future pro- 
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witnesses — all private se 
who worked at the airport — who dis- 
appeared after their testimony was 
given to the Agrava board. Fred 
Viesca, Efren Ranas, Olivia Reyes and 
William Layoso all testified that the 
shot that killed Aquino was fired while 
the former senator was still on the ser- 
vice stairs leading down to the tarmac 
from the docking tube. Given the mili- 
tarys version that Galman shot 
Aquino on the tarmac, the. Agrava 
board concluded that if shots were 
fired on the stairs, only a military es- 
cort could have been responsible. The 
Sandiganbayan presiding judge, Man- 
uel Pamaran, ordered the National 
Bureau of Investigation (NBI) to find 
the witnesses, who have left their jobs 
at the airport, but to date only Layoso 
has turned up. 

The prosecution case has also been 
harmed by witnesses who have altered 
their previous testimonies. One of the 
Agrava board’s main arguments 


against Olivas, for example, was that 
the bullet fragments originally given to 
NBI forensic chemist Leonor Vallado 
for examination did not come from 
Aquino's head but rather were pieces 
of a test-fired bullet from a .357 Mag- 
num — the gun the military claimed 
was the murder weapon. Only later 
were the real fragments tested, which 
indicated they were more likely to have 
been fired from either a .38- or .45- 
calibre pistol, thetypes usually used by 
the military. But Vallado now claims 
she never reported the second test to 
Olivas, toil she told the board 
about it. During the current trial, she 
said to Olivas, who as a lawyer is de- 
fending himself: *I was not aware that 
the Agrava board would use it against 
you." 

Also damaging to the prosecution 
were the testimonies of Rizbonric 
Sicat, a friend of Galman, and Roberta 
Masibay, Galman’s step-daughter, 
who told the Agrava board that Gal- 
man wus picked up on 17 August 1983 
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ad Hermillo Gosuico, who is a 
civilian businessman and the only one 
of the accused to be charged with being 
an accomplice. 

Sicat told the three-judge court on 
27 March that what he had told the 
Agrava board were just “rumours and 
stories," which he agreed to give in tes- 
timony on the strength of promises by 
one of the Agrava board counsels that 
his children would be sent to the US. 
The counsel, Mario Ongkiko, has 
strongly denied Sicat’s allegations. 

Masibay had also tda the Agrava 
board of Custodio and Gosuico picking 
up Galman and, later, her mother, add- 
ing that Lina Galman told her before 
she left that she was being fetched on 
orders of Ver. In a tearful courtroom 
scene, however, she said she wanted to 
change her testimony, and a panicked 
prosecution hastily removed her from 
its list of witnesses. Allegations from 
family lawyer Lupino Lazaro that she 
was induced into changing her tes- 
timony by “representatives of the ac- 
cused” were stricken from the record 
upon objections by the defence coun- 
sels. And it now appears likely she will 
appear on behalf of the defence. 








he few witnesses who have upheld 

the testimony they made to the Agra- 
va board include Philippine Airlines 
mechanic Ramon Balang, who testified 
that immediately after hearing the 
shot that felled Aquino, he saw Gal- 
man standing among some of the 
Avsecom soldiers, smiling and acting as 
if they were his friends. Although he 
claims not to have seen the actual 
shooting of Aquino, he said he ran for 
cover after seeing Galman and the sol- 
diers. Galman was allegedly killed 
only some three seconds after Aquino 
was shot, but the prosecution failed to 
press Balang on whether he saw Gal- 
man shot as well. 

Galman's 12-year-old son, Rey- 
naldo, also stuck to his testimony that 
his father was picked up by Col 
Custodio and Gosuico four days before 
the assassination and identified the 
two in the courtroom. 

But at this point in the trial, perhaps 
the most surprising aspect is the gen- 
eral lack of interest expressed in its 
proceedings by the public. Despite 
constant coverage of the trial in the 
local press, many people obviously be- 
lieve the legal process is merely pro 
forma. Even members of Marcos' own 
Kilusang Bagong Lipunan party admit 
that people have already made up their 
minds as to the culpability of the mili- 
tary in the assassination and that the 
Agrava board findings have left an im- 
pression which no legal verdict can 
change. Despite the need for a proper 
legal decision on the "trial of the cen- 
tury," as it has been dubbed here, the 
Sandiganbayan will continue to face 
both a weak prosecution and a scepti- 
cal public. п 
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By Therese Obrecht in Geneva 


48" he first weeks of 1985 have been 

a great d4al more encouraging 
than those at the end of last year," com- 
mented Juan Agtonio Samaranch, pre- 
sident of the International Olympic 
Committee (IOC) in a classic under- 
statement. In fact, he had just received 
the first optimistic hint from the Soviet 
Union that they are prepared to accept 
the Seoul Olympic Games in 1988 — 
even if there are some very tricky dif- 
ficulties still to overcome. 

After talks on 19 March with Marat 
Gramov, head of the Soviet Olympic 
Committee, at IOC headquarters in 
Lausanne, Switzerland, Samaranch 
said: "Mr Gramov told me that the 
Soviet skaters who had won gold med- 
als at the recent world championships 
in Tokyo will shortly go on an exhibi- 
tion tour to Hongkong, Peking апа... 
Seoul." 

Asked whether he took this surpris- 
ing news as a signal from the new 
leadership in the Kremlin — the meet- 
ing came a bare eight days after the 
succession to power of Mikhail Gor- 
bachov — Samaranch had no com- 
ment, but said he would go on an offi- 
cial visit to Moscow in July and find 
out then. 

(Press reports from Moscow on 29 
March went even further and said it 
was believed the Soviet National 
Olympic Committee had agreed in 
principle to compete in Seoul, but 
these were unconfirmed and were 
greeted with some scepticism at this 
stage — a long time before 1988.) 

Indications are that Moscow's ef- 
forts last year to change the venue of 
the games have misfired, which ex- 
plains to some extent their conciliatory 
attitude of late. After the November 
meeting of the executives of the As- 
sociation of National Olympic Com- 
mittees in Mexico City, where 152 na- 
tions supported Seoul as the venue, 
Moscow had intensified its war of 
words, supported by its most faithful 
allies on the issue, North Korea and 
Cuba. 

On 19 November, in a first public 
criticism, Gramov told a delegation of 
Japanese members of parliament that 
South Korea, “a base for US troops 
and CIA operations, is an inappro- 
priate choice." In addition, he men- 
tioned threats from "terrorist groups 
to harm Soviet athletes [if] they went 
to Seoul." But he also hinted that Mos- 
cow might reconsider its attitude if 
some Olympic events were held in 
North Korea. 

Ten days later, Cuban President 
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reaking the ice 


Sending Soviet champions to Seoul for an exhibition gives 
a big boost to the South Korean Olympic hopes for 1988 
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Fidel Castro floated the same obvi- 
ously Moscow-inspired idea in a “per- 
sonal” letter to Samaranch. However, 
on 10 December, North Korean Pre- 
mier Kang Son San said that the choice 
of Seoul was a “sinister political plot 
designed to create two Koreas,” and | 
that his country “does not hope to play 
host to any of the Olympic events.” 
Diplomatic observers do not think this 
represented any serious difference of 
opinion between Moscow and Pyong- 
yang, however. While it might be an 
embarrassment for the North Koreans 
‘to be openly associated with efforts to 
hold events in both parts of the divided 
peninsula, it does not mean North 
Korea would not welcome it if it came 
about. 

Nonetheless, North Korea's prop- 
aganda assaults on the South con- 
tinued. On 16 December, in a broad- 
cast, Pyongyang said it had “urgently 


SPORTING 
OVERTURES 


By Shim Jae Hoon in Seoul 

he arrival in 

Seoul of a So- 
viet figure-skating 
contingent on 27 
March, comprising 
12 champions and 
two officials, has 
encouraged South 
Korean officials to 
believe Moscow 
will eventually decide to compete in 
the 1988 Olympic Games, which are 
to be hosted by Seoul. 

Admittedly, the Soviet skaters 
were part of a big group taking part 
in an International Skating Union 
(ISU) exhibition tour — not a na- 
tional team, which would have been 
even more significant in view of the 
absence of Seoul-Moscow diplomatic 
relations — following the 1985 World 
Figure Skating Championships held 
in Tokyo. The ISU charter provides 
for exhibition performances in coun- 
tries neighbouring the host city, 
which this year included Hongkong. 
Peking and Seoul. 

Even so, it was the first visit here by 
any sports figures from the Soviet 
Union and, therefore, it was seen as at 
least a very optimistic sign. Also in 
the party were one skater each from 
East Germany and Czechoslovakia 



















Samaranch: more encouraging. ч ' 





asked president Samaranch to cancel 
the choice of Seoul” but declared itself 
“ready to form a joint [Korean] team,” 
which was altogether different from 
the issue of the games’ venue 

Despite South Korea’s absolute re- 







| 
with which South Korea also has na 
diplomatic ties. At the same time, 
China — which sent 12 senior offi- | 
cials to Seoul last September for the 
Olympic Council of Asia meeting — 
has all but officially declared its in- 
tention of taking part, which was 
never seriously in doubt. - 

How the Soviet and Chinese ally 
North Korea will respond to all this is 
difficult to foresee. The idea of shar- 
ing some of the games between the 
North and South, first broached by 
Cuba, is considered here to be un- 
realistic. Given the state of the coun- | 
try's military confrontation, it is not - 
easy to imagine international 
athletes moving back and forth | 
across the heavily guarded de- 
militarised zone for sports events in 
Seoul and Pyongyang, which severely 
restricts Western visitors. 

Believing that world opinion, even 
inside the socialist bloc, is in favour. 
of coming to Seoul, South Korea is 
convinced time is now on its side. Its 
position towards Pyongyang is de- 
signed to get it to come to the 
negotiating table to discuss a joint 
Korean sports team for the 1988 
games. While these negotiations are 
stalled, it is inviting the North to a 
number of bilateral matches either 
here or in Pyongyang. “They can 
come to Seoul tomorrow, if you like, 
for training of athletes or for games,” 
said Sports Minister Lee Young Ho. 
“Our invitation is there . . . they only 
have to take it up.” 
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` Seoul that it is the cho 
` 1988 games, 








sen site of the 
Samaranch indicates 
some flexibility. He told the REVIEW 
that Castro's proposal of sharing some 
of the events between the two Koreas 
“is a very useful idea and we are work- 
ing hard on it." 

There are obvious advantages for the 
IOC in distributing the events between 
North and South Korea, though tech- 
nically it should require an amend- 
ment to the Olympic Charter under 
which the games are awarded to one 
city — not even one country. First, it 
would avoid any loss of face which 
Moscow might suffer if it eventually 
attends the Seoul games and so 
minimises the prospects of another 
Soviet-inspired boycott. At the same 
time, it could mollify the unpredicta- 
ble North Koreans and prevent them 








mitment to | own. 
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The IOC is not feeling complacent 
though there is a new air of optimism 
in Lausanne. “After the Moscow and 
Los Angeles games we have learnt that 
anything may happen up to the very 
last moment," commented the IOC's 
pragmatic director Monique Berlioux. 
“The IOC session to be held in East 
Berlin at the beginning of June will be 
a further indication as to the attitudes 
of the Eastern-bloc countries.” 


ne political obstacle has been re- 

moved by a change of tradition 
which will see the IOC, rather than the 
host organising committee, send out 
invitations to the 1988 Olympiad — 
calculated to make it easier for coun- 
tries which do not have diplomatic re- 
lations with South Korea, including 
the Soviet Union, the Eastern bloc and 


China's rule of law: will 


it succumb to tradition? 


hina is changing. Nowhere are the 

changes more apparent than in the 
establishment of a legal order, the 
opening up of the market system and 
the apparent rejection of late and in 
part of Marxism. The transformation 
of China is still difficult to surmise, but 
it is safe to assume that it will never be 
what it once was. 

Of more immediate concern is the 
significance and continuity of this 
metamorphosis. A host of questions 
come to mind: what is the role of law in 
China? What is the nature of the mar- 
ket economy? What ideology will pre- 
vail in China if Marxism is to be dis- 
placed? Only China's leadership knows 
what the future might bring and then 
only if evolving circumstances are kind 
to their vision and leadership. 

China's unsettled state of affairs is a 
source of both hope and anxiety. In 
grappling with China's uncertainties, 
there is a strong temptation among ob- 
servers to provide a simplistic analysis 
of events — China is getting better and 
so forth. But the more dangerous ten- 
dency is to render a judgment without 
a sense of China's historical, cultural 


and political development. And there 


is also the danger of taking an 
ethnocentric view, condemning 
China's ways and means as not com- 
patible with our customs and norms. 
China has a venerable history. It has 
long emphasised its uniqueness as a 
nation — thus the self-styled “Middle 
Kingdom." To put China's latest deve- 
lopments in perspective, it serves to re- 
member that China has a tradition to 
uphold, a cultural heritage to foster, a 
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political ideology to promote and, last 
but not least, social and economic 
realities with which to contend. 

China is getting more legalistic every 
day. The country's Joint Venture Law, 
first promulgated in 1979, has just 15 
articles. The Joint Venture Regulations 
adopted three years later have 118 pro- 
visions. In 1978, many investors in 
China complained there were no laws 
to follow; now they say the laws and 
regulations are unduly restrictive. 

How should one assess China's legal 
reforms? On the one hand, the Chinese 
leadership has gone so far as to subject 
the communist party to the application 
of the “rule of law." On the other hand, 
there have been reports of rampant 
violations of the spirit, if not the letter, 
of the law. It is widely accepted that 
the Gang of Four, comprising the late 
chairman Mao Zedong's widow, Jiang 
Qing, and three other leftist leaders 
tried and convicted for crimes commit- 
ted during the Cultural Revolution, did 
not receive a proper public hearing for 
their offences, but instead appeared at 
an open trial staged primarily for pub- 
lic consumption. The notion of pre- 
sumption of innocence has never 
existed in China. 


T: understand such contradictions, 
onemuststart with someunderstand- 
ing of the interplay between law and 
China's underlying society. The rule- 
of-law concept was never established 
in China. In the distant past, the Con- 
fucian ideal was that of governance by 
the virture of man, not through regula- 
tions and the impartiality of law. In 
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From East Germany (GDR) — the- 
nation which probably lost more than 
any other by the boycott of the Los 
Angeles games — has come the most 
unequivocal statement from any of the 
communist countries. On 12 March, 
Klaus Eichler, vice-chairman of the 
GDR's Sports Federation, was quoted 
in an interview with The Times of Lon- 
don that his country intended to par- 
ticipate in the Seoul games. "Our na- 
tional Olympic committee has called 
upon our athletes to prepare well," he 
added. 

In a country where sports occupy 
such a prominent place in the 
framework of society, East German 
leaders are reported to be concerned 
over the effect of a “lost generation" of 
sports youth in the event of a second 
consecutive boycott. The last time East 


more recent times, Mao's China resol- 
ved contradictions by friendly media- 
tion, not through adjudication in an 
adversorial process. In sum, both Con- 
fucius and Marx, as the latter's works 
were interpreted in China, had similar 
attitudes towards the law — that it is not 
essential for social ordering. It is thus 
no accident that the legalists failed to 
establish themselves in China. It is 
likewise not without reason that the 
brief experimentation with law in 
China іп 1950s enjoyed but a short life. 

It might be asked of today's legal re- 
formists in China whether they intend 
the law to be instrumental in trans- 
forming Chinese society from a non- 
legal-minded society into a legal one to 





Kam C. Wong is a lecturer of public law 
in the Department of Government and 
Public Administration at the Chinese 
University of Hongkong. 
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be governed by the rule of law rather 
than by the whims of men? And it is ap- 
propriate to question whether Chinese 
society, at its present stage of develop- 
ment, is ready to accept law as the sole 
or dominant means of social control?, 
If China as a nation is not ready or 
mature enough to embrace the rule of 
law as a governing ideal, what is the 
consequence of imposing such order as 
required by the imperatives of the 
modernisation process? (Admittedly, 
io attract foreign investment China 
needs a legal system which is accept- 
able to the West.) Two consequences 
seem apparent. First, the law is likely 
to be observed only in the breach. Sec- 
ondly, the law of the state will likely give 
way totraditional customs and norms. 
China traders and foreign business- 
men are experiencing just such a 
phenomenon. Traders have com- 
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Germany had an opportunity to attene 
an Olympiad was the 1980 Moscow 
games which were seriously com- 
promised by the United States-led 
boycott. 

Already, coaches complain of par- 
ents who are reluctant to sacrifice their 
children for the sake of a sports career 
and of competitors who find it difficult 
to overcome the trauma of the Los 
Angeles boycott. If there is no hope of 
competing in the Seoul games, po- 
tential defectibns of top East Ger- 
man athletes — particularly swim- 
mers, who had hoped to win 45 gold 
medals in Los Angeles — are another 
worry. 

If Eichler's words are confirmed as 
official policy, it would be an unpre- 
cedented public departure from Mos- 
cow's line on the games by East Ger- 
many, the Soviet's usually most obe- 
dient disciple in the Eastern bloc, in 





„plained that arbitration procedures, 
though explicitly provided for in con- 
tracts, often are not followed. Busi- 
"'nessmen note that “guanxi,” building 
up a network of personal relationships, 
As more important in doing business in 
China than proper authorisation and 
regulations are unduly restrictive. 

Through the ages, people have 
tended to look at laws as static con- 
cepts carved in law books. However, 
the institution of law, which codified 

„regulations form but a part, has a much 
larger and fluid dimension. Law as a 
Social institution draws upon the so- 
Ciety for its vitality and support. In its 
ideal form, it should reflect the culture 
and wishes of a society. Laws alone do 
not and cannot be relied upon to trans- 
form a society. An imposed legal order 
which does not reflect the values of the 
people would likely fail, unless 
sanctioned with great cost and only 
when the sanction is effective in elicit- 
ing obedience. 

This being the case, it is fair to ask to 
what extent are the current legal re- 
forms in China effective, given the lack 
of appreciation of the concepts of 
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in going to Los Angeles and scooping 
up medals and glory. Moscow is faced 
with the fact that it might be very dif- 
ficult to hold the line for a second time 
over а boycott, which ultimately 
harms the athletes and sports move- 
ments of the withdrawing countries 
more than anyone else. 


eanwhile, politics do not seem to 
have had much influence on the 
attraction of commercial sponsorship 
Coca-Cola is said to have paid US$15- 
20 million and Eastman Kodak US$10- 





$15 million to the organising commit- | 


tee to be designated official sponsors of 
the games as well as of the 1986 Asian 
Games, also to be staged in Seoul. 
Negotiation for sponsorship for 40 
other products is also under way, for 


an aggregate sum of US$200 million, | 


according to officials. 


rights and legal methods among the 
Chinese people? Could it be that the 
law must take the lead in educating 
and compelling people towards a more 
rational way of dealing with problems? 
Orisit morelikely that the law will fall 
into disuse because it is not compatible 
with social reality? 


м: ado was made of the open сгі- 
ticism of Marx in China's official 
People's Daily newspaper on 7 De- 
cember 1984. Some read it as a signal 
of future and further liberalisation of 
China in the political arena. Others 
spared no time in taking it as an 
open admission of the failings of 
Marx and the capitulation of com- 





€ Other communist countries 
have altered Marxist theory to 
fit the realities of their own 
experiences. 


Lon 


munism as an ideology base in China 

Such misconceptions result from our 
own ignorance, cultural bias or simply 
our subjective wishes. We want to put 
China in a stage of transformation 
which suits our purposes — be it ex- 
pectations fuelled by business consid- 
erations or projections based on West- 
ern assumptions of political ideals 
How then should we view the latest 
pronouncement from the Chinese 
leadership? Was it made in error, be- 
traying the convictions of the current 
leadership? The statement can only be 
deciphered in the context of emerging 
modernisation needs, within a given 
political-ideological framework. 

It was suggested that Marx's teach- 
ings could not ‘solve all of China's 
problems because his theory was 
dated. The statement shows a lack of 
appreciation for Marx's teachings. 





A major headache, however, are the — | 
TV rights on which no deal has been 
struck so far. Seoul hopes to raise 
US$750 million from the highest bid- 
ding American network. But the offer 
might be reduced by 40% if some of the 


finals (track and field, sy imming, 
gymnastics) do not take place in the 
morning hours in order to fit in with 


US “prime-time” transmis 
noon in Seoul being 7 p.m. in California 
and 10 p.m. in New Yor} 

It is not clear how much the IOC is 
prepared to accommodate Seoul over 
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the timing of events, which has been 
referred to individual sports federa- 
tions. IOC president Samaranch main- 
tains that "the interest of athletes must 
prevail," but on the other hand, the 


that the 
widest possible 


Olympic Charter stipulates 
games should find the 


audience," a clause which leaves room 


for compromise 








Marx never intended that his socio-po- 
litical-economic theory ш aa all 
problems in every society > simply 
proposed a theory about the historical 
development of peoples’ political con- 
sciousness as a result of necessary and 
inevitable changes pertaining to the 
material base of a society. This, he said, 
would culminate in the final realisa- 
tion of a utopian communist state, 
where people would be free from class 
oppression and materialist alienation 
As a general theory, postulating the ar- 
rival of utopia with no definite date or 


agenda in mind, is not easily assaila- 


ble. And to find, out of hand, Marx in- 
applicable to China, in whole or in 
part, is tantamount to rejection of 


Marx's thesis in full 

There is a danger that the People's 
Daily commentary will be seen as Pe- 
king's rejection of Marxism. But China 


is not abandoning Marxist theory, The 
commentary was simply an honest 
evaluation of Marxism as it has been 


applied in the Chinese context. Other 
communist countries have altered 
Marxist theory to fit the realities of 
their own experiences, but they have 
not been so public about it. Lenin, for 
example, allowed privatis of 
property in the 1920s 

Marx's writings, which were incom- 
plete and inconsistent vided his 
followers with much room for creative 
borrowing. Marx’s words, phrases and 
concepts were adapted to support pro- 
grammes and policies that Marx would 
never have dreamed of, much less 
proved. 

Perhaps, then, we should be more 
kind to the Chinese and complement 
them on their honesty, if only to show 
our understanding and appreciation 
for political leaders who are more con- 
cerned with providing solutions to real 
problems than debating esoteric poli 
tical doctrines. a 
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Ershad's watershed 


With a popular mandate, the president now has to bring 
the politicians into the civilianisation of his power 


By Salamat Ali in Dhaka 


уа in his quest for legitimacy 
through an election boycott by 
Bangladesh's political parties, chief 
martial-law administrator President 
H. M. Ershad has implemented the first 
step of his contingency plan by holding 
and winning a referendum on 21 March. 

The next step is expected to be elec- 
tions around May for chairmen of the 
460 rural municipal organisations — 
upazillas — covering around 60,000 
villages in this country with a more 
than 80% rural population. 

But this contingency plan would 
take him no nearer to winning over or 
neutralising either one or both of the 
dominant but mutually antagonistic 
political camps as symbolised by the 
seven-@@ty alliance led by the 
Bangladesh National Party (BNP) or 


"ALLAH HAS 
BEEN KIND' 


Following his referendum victory, 
Ershad is still willing to talk — 
but from a position of strength 


; oe days after the 21 March referen- 
dum result which permitted him to 
continue his “programmes and 
policies” until elections under the sus- 
pended constitution аге held, 
Bangladesh President H. M. Ershad 
told the REVIEW in an interview: 
“Allah has been kind to me. I have 
completed three years without doing 
anything wrong so far. When the floods 
came last year, I asked myself: ‘Is Allah 


angry with me?’ But then the floods be- | 
| cabinet or the parliament.” 


came a proof of the efficiency of the ad- 
ministration.” 

Before making this statement im- 
plicitly emphasising the relative sta- 
bility of his regime, Ershad made the 
following points: “Martial law in 
Bangladesh has been less stringent 
than in several other countries because 


the people of Bangladesh by nature do | 


not like authoritarianism. I am one of 
them and I understand this factor. We 
[the army] were strict only in the first 
two months of martial law and once 
again now [at the time of the referen- 
dum] and that only to correct the drift 
in the law and order situation. We shall 
relax the present curbs [restriction on 
the operation of political parties and 
revival of offices of military adminis- 








| 
the 15-party alliance headed by the | 
Awami League. Ershad needs this | 
badly to attain his stated objective of | 
introducing a civil administration by 

completing parliamentary and presi- | 


Ershad: looking forward to civilian rule. 


dential elections before the end of this 
year. The parties have proved their 
power, not only by forcing him to can-- 
cel the parliamentary elections he had 
scheduled for 6 April, but also by or- 
ganising strikes and creating mayhem 
whenever martial law is relaxed. 

A grand national reconciliation be- 
tween himself and the two rival politi- 
cal camps is proving as elusive for Er- 
shad as it did for his predecessor, Ziaur 
Rahman. The five-ppint agreement 
now loosely linking the two alliances 
calls for the end of martial law and free 
general elections but dbes not look at 
what should happen after that, be- 
cause ideologies as 
well as opposed 
perceptions of the 
national scene 
exclude such a com- 
mon outlook. 

But the parties 
are influenced by 
each other's politi- 
cal initiatives. In 
fact, in joining the 
boycott of the elec- 
tions due originally 
in February, the 
Awami League was 


liament and find a 
solution and that he 
could help them in 
arriving at a solu- 
tion to end the cycle 
of recurring coups. 
After his hoped- 
for elections under 
the suspended con- 
stitution, he would 
again suggest to the 
politicians they 
take up the issue. 
But it was up to the 








trators] over the next couple of 
months. 

"Unlike in some other countries 
where armed forces want to be bosses, 
all we had suggested to the politicians 
was to accept our participation. I had 
made it clear that the army does not 
want a political role, like a share in the 


Just before taking over the country, 
Ershad said he had told the politicians 
that the army was a difficult force, be- | 
cause it had a history of 14 mutinies, 
the murder of scores of its officers and 
assassination of two presidents of the 
country. At the same time, the army 
was an organised force and could be 
useful in the country's development. 

“We are not an alien army. We be- 
long to the soil of Bangladesh, to all of 
its people and not to any one segment. I 
had told the politicians that having 
served the army for 30 years, 14 of 
them in Bangladesh, I understand the 
army and could advise them in matters 
relating to it." He had suggested that 
the politicians debate the issue in par- 





elected parliament 
to decide as it pleased. He could 
not understand why political parties 
such as the Awami League and the 
Bangladesh National Party refused to 
participate in the elections. They had a 
lot to gain by going to the polls. 
It was his guess that the two were 
influenced by their minor allies in 
the 15-party and the seven-party al- 
liances respectively. These allies could 
not expect much through the elec- 
tions. 


Д“ deciding not to take part іп the 
elections, Awami League leader 
Sheikh Hasina Wajed told him: “I am 
not Banga Bondhu [Father of the na- 
tion]" — her father, Sheikh Mujibur 
Rahman. By that he understood her to 
mean she did not have her father's au- 
thority to swing the scales. 

It was wrong to argue that he met the 
two alliances' pre-conditions for par- 
ticipation in the elections too late. “If it 
is the objection that the four or five 
days left for filing nominations were 
too short a period after I conceded [to] 
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swayed at least partly by BNP presi- 
dent Begum Khaleda Zia's tough 
statement that those who would par- 
ticipate should be considered a cur- 
rent version of Razakars — the lo- 
cal volunteers who collaborated with 
the Pakistan army during Bangla- 
desh's 1971 struggle for indepen- 
dence. 


Ithough some of the political quar- 

ters forecast a troubled era for 
Bangladesh, Erghad seems to be mas- 
ter of his house right now. This is not 
merely becausg of the victory he has 
scored through the 21 March referen- 
dum in which 94% - 
of those voting ap- 
proved his plan to 
rule until elections 
are held, but also 
because of his fric- 
tion-free relations 
with his real consti- 
tuency — the armed 
forces. Another of 
his strengths is the 
grossly underesti- 
mated slow but 
steady growth of 
Jana Dal, the newly 


their demands, they 
could have asked 
for time and not 
announced the 
boycott." 

It should Бе 
understood now, he 
said, that all the 
commitments he 3 
made before the re- 
ferendum were to 
facilitate participa- 
tion of the parties 
in the general elec- 








trum DH a - 
formed political party of which he is 
the de facto president. 

Another silver-lining for Ershad is 
the conciliatory attitude of some im- 
portant politicians, some of whom, 
being involved in behind-the-scenes 
contacts, wish to remain unidentified 
for the time being. But their basic ap- 
proach is reflected in the remarks 
made to the REVIEW by the Awami 
League candidate in the last presiden- 
tial election and former 
minister Kamal Hossein, who argued 
that a confrontation between political 
forces and the armed forces would be 
against Bangladesh's national interest. 
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| Bangladeshi troops: a mutinous past. 





tion. Their boycott 
forced him to “go directly to the people 
and seek their verdict through the re- 
ferendum." Hence all those commit- 
ments were now cancelled, because he 


now had a specific vote of confidence | 
from the people and a specific mandate | 


to pursue his policies and programmes 
until elections under the suspended 
constitution. He had no objection to re- 
starting the stalled dialogue with the 
political parties but this time the 
initiative would have to come from 
them. 

It would be a misinterpretation to 
argue that it would indicate a confron- 
tationist posture if he held municipal 
upazilla elections first, he said. The 
new municipal structure was pivotal to 
his policies in which people had ex- 
pressed their confidence through the 
referendum. The municipal elections 
had nothing to do with party politics 
anyway and parties would not be al- 
lowed to put up candidates. “If politi- 
cal parties decide to back certain can- 
didates, it is their affair," headded. 
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Hossein also said that a proper at- 
mosphere for renewal of dialogue be- 
tween the military rulers and political 
parties could be created if Ershad did 
not use the referendum result as an 
excuse to ignore arrogantly the politi- 


cal sentiments of the country. He ar- | 


gued that stability would not come 
until army and politicians understood 
that they could not wish each other 
away. 


foreign | 





country, the diplomat argued. He 
added that it appeared that at present 
the Bangladesh electorate is indiffe- 
rent, especially in the rural areas, and 
are just not interested in what the 
politicians and the army are doing in 
Dhaka. Besides, it is widely supposed 
that some politicians who appear to be 
oppositionists are in the government's 
pay, adding to popular mistrust of 
politicians 

Another factor contributing to pre- 
sent stability is the virtual static price 
of rice — Bangladesh's staple food = 
for the past seven years, while at the 
same time there has been an all-round 
rise in incomes. Some of the op- 
positionists — claim continued 
pauperisation of the peasantry be- 
cause of the steady growth in the 
number of the landless rural work- 
force, but have no concrete statisties to 
prove their point 

Last year's serious flood that had 
raised fears of a famine, found the gov- 
ernment not only able to overcome the 
crisis through the release of 1.5 million 
tonnes of government-held buffer 
stocks and rapid imports, but even 
keeping the prices unchanged. Con- 
sequently, Ershad moves around 
safely, without security guards at the 
public meetings he addresses and in 
the streets of the small towns and vil- 
lages he visits. Not many of his coun- 
terparts in other countries can match 
this confidence. Although many of his 
countrymen may be indifferent, they 
do not hate him 


a 


he political parties have opposed 

his plans to hold the elections to 
upazillas, which Ershad conceived as 
centres of growth with an entire ad- 
ministrative structure available to the 
elected representatives of the people to 
plan and implement their own local 
development programmes. While agree- 
ing with the concept, the political par- 


| ties feared that these bodies would be 





Describing Bangladesh's domestic | 


political scene, one highly knowledge- 
able diplomat told the REVIEW two 
days before the referendum that what- 


| ever the opposition might say about 


the turn-out of the voters and the pro- 
portion of positive to negative votes, it 
would be the logic of the exercise and 
not quibbles over percentages that 
would be remembered. 

The results of the referendum — in 
which the government says 72% of the 
population participated despite the 
opposition calls for a boycott — would 
be generally accepted all around, for 
there is no sign of any ground-swell of 
hostile public opinion anywhere in the 


used in conjuction with Jana Dal to 
bolster Ershad’s regime at the grass- 
roots and play a role in the parliamen- 
tary elections later. Hence their de- 
mand to let an elected parliament con- 
duct the municipal elections 

But if the political parties go on op- 
posing his plans to hold elections with 
their participation, Ershad might be 
left with no option but to resort to just 
the tactic the parties fear. Jana Dal 
secretary-general Meezanur Rahman 
Chowdhury told the REVIEW that he 
had created a party nucleus in every 
upazilla and had made strong inroads 
into the student unions. He thought he 


| needed another three to four months to 





silence those who have said Jana Dal is 
a still-born party. Asked if Ershad 
would become the president of the 
party before his formal candidature in 
the presidential election, Chowdhury 
replied: “He would be the best- 
suited person for the party's presi- 
dency." 

Chowdhury argues that he joined 
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which is part of the 15-party alliance, 


— only because he found Ershad closest 


to the Awami League's ideology. How- 
as opposed to the Awami 
League's belief in the parliamentary 
form of government, secularism and 


.. socialism, Chowdhury himself now es- 


- pouses the presidential system. The 


` four 


Jana Dal principles are: 


b. Bangladeshi nationalism, democracy, 


promotion of the Islamic way of life 
with full protection for religious 
minorities and socio-economic pro- 
gress. 

Ershad and the army should logi- 


- cally find the BNP their natural ally, 
— for the party, apart from being a 

- product of the first military take-over 
_ of the country, is a strong exponent of 
| Bangladeshi nationalism as opposed 


to Bengali nationalism, the presiden- 
tial form of government, the retention 
of the suspended constitution in a 


3 materially unaltered form, а guarded 


but strong anti-Indian stance in 
foreign policy and an emphasis on 


— Islam. 


But, being the party last dispossess- 


_ ed and with several of its top leaders 
disqualified from participation in the 
- elections because of their convictions 


on charges of corruption, it is now the 


hard core of the most militant opposi- 


tion to the regime. BNP chief Begum 


_ Khaleda — Zia's widow and currently 


under house arrest — has spurned all 


— offers of friendship from the govern- 


ment. 
Another complicating factor is the 
relations of the army with the two al- 


` liances. The BNP is believed to have a 


strong section of sympathisers in the 


— army. This is understandable, since the 


BNP was funded by the previous mili- 
tary regime under Zia. Because of 
these connections, the BNP is consi- 
dered much better informed on army 
affairs than the Awami League, which 


E. is suspect in the eyes of the army. 


- Mujibur Rahman's private 


tarting from the times of the Rakhi 
Bahini — former president Sheikh 
militia 
force — the army has considered the 


— Awami League a party hostile to its in- 
` ferests because of its traditional anti- 


| military stance and its perceived links 


— With India which favoured a strong 
- Civilian government in Bangladesh. 
| The initial efforts by some for a better 
_ understanding between the two, were 


undone about an year ago when Sheikh 





Hasina Wajed, Awami League presi- 
dent and daughter of Mujib, remarked 
that the Bangladesh army was an 
avoidable drain on the nation's meagre 
resources. Again, in February this year 
when Home Minister Maj.-Gen. Abdul 
Mannan Sidki made an effort to bring 
the Awami League closer to the gov- 
ernment, he ran into the suspicions of 
his army colleagues and ended his 
mediatory role. 

Although unstated, there is mutual 


a Dal — leaving th f 
s own faction of the Awami League | and 





"ul conside] 
impossible to let disqualified BNP 
former ministers contest elections. He 
told the REVIEW on 24 March: “Though 
I commuted their sentence and freed 
them from jail, how can I justify to the 
people a declaration of their clean 
record which a withdrawal of restric- 
tions would imply?” 

Paradoxically, this firm line appears 
to be one reason for his currently some- 
what softer attitude towards the 
Awami League. Despite whathis critics 
say, Ershad is a humane ruler and not 
an arrogant person. He is always pre- 
pared to compromise so long as it does 
not clash with the army's institutional 
interest. In dealing with the leftist- 
dominated Trade Union Federation 
which, in combination with Bangla- 
desh's volatile student community, pro- 
vides the shock 
troopers of all local 
political agitations, 
he has made conces- 
sions which have 
left employers and 
investors unhappy. 
In dealing with stu- 
dent militancy he 
has used the stick 
rather than carrot, 
but only sparingly. 

Although some of 
his critics argue that 
it could come much 
earlier, — Ershad's 
real test is likely to 
come if or when he 
steps down as army 
chief and becomes а 5 
civilian president. 
The Bangladesh 
army is now far less 
politicised than it 
has been in the past, 
but going by its 
record, analysts ar- 
gue, it could begin 
regarding him, as it 
did Zia, as a former 
colleague who was 
ignoring it to con- 
solidate his own 
power base. So far 
he has avoided in- 
ternal tensions in 
the army by address- 
ing his troops more 
frequently than any 
army chief, pointing 
out the total loss 
that disunity would 
entail, ensuring 
more than their normal welfare and 
never taking any significant decision 
without involving his generals. 

On the other hand, while the intel- 
ligentsia and even most of the political 
parties are prepared to put up with Er- 
shad becoming a civilian president 
they are not going to agree to the idea 
of institutionalising the army's role in 
running the country — which is the 
army's own objective. п 
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re-thinking 
After the failed boycott 


the parties regroup 
for the next struggle 


By S. Kamaluddin in Dhaka 


pposition political parties in Ban- 

gladesh still appearedazed and dis- 
organised following the 21 March re- 
ferendum which sanctioned President 
H. M. Ershad's continuous rule until 
national elections are held, with the 
opposition boycott having little effect. 

Major political leaders, who went 
into hiding from 1 March when a ban 
on political activities was 
imposed, are now gradually 
returning home — though 
some of them, such as former 
deputy prime minister and 
an important Bangladesh 
National Party (BNP) 
leader, Moudud Ahmed, are 
attending their offices but 
are staying away from their 
homes at night for fear of ar- 
rest. 

They. say they need a 
couple of weeks to reassess 
the situation to decide about 
their next course of action. 
Sheikh Hasina Wajed, presi- 
dent of the Awami League 
and the leader of the 15- 
party alliance, and Begum 
Khaleda Zia, who heads the 
BNP and leads the seven- 

arty alliance, are still under. 

ouse arrest. 

A former member of parli- 
ament and a BNP activist, 
who had also made himself 
scarce until the last week of 
March, and preferred to re- 
main un-named, told the 
REVIEW that the major lead- 
ers of both the alliances went 
so well into hiding that they 
lost touch with their workers 
trying to organise a boycott 
of the referendum. He ap- 
peared bitter about the 
whole thing and felt that the 
time had come for the lead- 
ers to become more realis- 
tic. Obviously confident of 
being re-elected from his 
own constituency, he clearly 
favoured participation in future elec- 
tions. 

On the other hand, a well known 
leftwing leader belonging to the 15- 
party group, who kept in touch with 
this correspondent through the period 
by telephone from his hideout in the 
city, was bitter about the Awami 
League's role, both before and afterthe 
referendum, and said that had the party 
given its total support to the movement 
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The Requirement: An ATC system with exceptional 7 
reliability for today, and room to grow for tomorrow. 


The Technology: Lockheed Electronics pre- 


sents a new generation of Air Traffic Control systems. 


Systems built to handle an ever-increasing workload. 
Systems whose advanced technology design achieves 
new levels of d@pendability. 

Lockheed's approach is unique. It distributes the 
workload overa network of fault-tolerant computers. 
Each computer's own internal back-up hardware lets 
it operate continuously. So electronic component 
malfunctions are detected and isolated and circuit 
boards may be replaced without interrupting the 
operational system. Air traffic safety is significantly 
enhanced because air traffic controllers can rely on 
the increased availability of the fail-safe system. 

The Lockheed system brings new technology to 
the world of Air Traffic Control automation. Fault- 
tolerant computers, intelligent peripherals, electronic 


displays for flight progress monitoring 
human-machine interface make the L. 
proach the most modern in the world 
safe system is now being implemented 

As a specialist at implementing all as; 
automated Air Traffic Control, Lockheed 


has years of experience in Europe, the U.S 
Middle East and Asia. 
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count on today, and build on for tomorrow. I 
further information, contact: N. Huseland 
Electronics, Plainfield, New Jersey (7061-15 
(201) 757-1600. 
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against the referendum, the 
. would have been different. 
— Some Awami League leaders and 
_ workers, including Tofael Ahmed, 
- former home minister Abdul Mannan 
. and Mrs Sajeda Chowdhury, were 
.— taken into police custody on 26 March 
— for addressing a meeting and raising 
_ slogans at the national monument at 
| Savar, about 20 miles outside Dhaka, 
but were released a few hours later. 
= A newspaper reporter who is а 
staunch supporter of the Awami 
| League, aware of the criticism being 
` levelled at the league by some of the 
small components of the alliance, told 
_ the REVIEW: “Leaders of these small 
— - and extremist parties only talk big but 
` do nothing. It has to be the Awami 
League that does something. It must 


























A Ге rich soil of the delta of the 
E. Ganga and Brahmaputra rivers has 
_ for centuries provided abundantly for 
the people of East Bengal. But with 
a орноп growth and immigration 
` from less fertile areas — some of them 
fleeing persecution in other areas of 
_ the Subcontinent present-day 
Bangladesh has become overcrowded 
_ апа one of the poorest countries in the 
— world. 

The size of the cake and the slice that 



































— сап claim is central to all politics. But 
.. in Bangladesh, which now has more 
. than 100 million people in only 55,000 
— mi’, with abundant water, rich soil 
` and some deposits of natural gas but 
little else, it is pivotal. Many 
— Bangladeshis believe the world owes 
| Bangladesh better than the current lot 

— Of the vast majority of its people. 

- Discussing the position of his coun- 

try in the large perspective, one young 
— civil servant angrily remarked to the 
_ REVIEW: "We were given a bad coin in 
_ —— 1947 [with partition] and now we аге 
 _ expected to make do with it somehow. 
On top of that, now India wants to 
` fence us off as if we are the lepers of 
South Asia. If we are to be treated as 
lepers, we will see to it that leprosy 
_ spreads all around." 
_ Examined against this backdrop, it 
— is easier to understand the various po- 
- litical upheavals Bangladesh has suf- 
| — fered. Forced into separatist revolt by 
the unyielding attitude of the the rul- 
ing elite of West Pakistan and fleeing 
to India for refuge, the founding 
fathers of Bangladesh formed a gov- 
ernment in exile in West Bengal. Peo- 
А ple were designated generals апа 
| others officers of the army and also 
secretaries of the government. 
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terms.” 

The opposition parties are also at a 
disadvantage in that they need to con- 
sult each other in order to arrive at a 
consensus about the course they ought 
to take now. No doubt indoor meetings 
and informal talks will soon begin be- 
tween the leaders, but they need to air 
their views publicly which they cannot 
do without reactivating the parties. 
According to an informed opposition 
source, the 15-party group is likely to 
decide in favour of participating in 
parliamentary elections if they are 
held some time towards the end of this 
year. But before that, they would like 
the government to lift the ban on poli- 
tical activities. The pro-election 


- Soil for turmoil 
` Rich land, poor people and a strong army are the ingredients 
` for the successive upheavals since the bloody birth of the nation 


Domestic friction de- 
veloped when, with the 
fall of Dhaka, the officials 
of the exiled government 
came face to face with 
their countrymen who 
had stayed behind and 
were part of the Pakistan 
army or Pakistan civil 
service — and in most 
cases better qualified 
than the exiles to be at the 
top of the new state ap- 
paratus. 

Hence conflict grew be- 
tween regular soldiers 
and those who had be- 
come national heroes. 
Also, a conflict grew be- 
tween the freedom fight- 
ers and the politicians 
who — given the unset- 
tled conditions of the 
country — found them- 
selves relying more and 
more on armed men, whe- 
ther freedom fighters or 
soldiers repatriated from 
West Pakistan. 

Awami League leader Sheikh 
Mujibur Rahman, hailed as the “father 
of the nation” when he returned from 
detention in Pakistan, gave his country 
a constitution that tried to satisfy 
everyone. But he soon found himself 
confronted by the gut perception of his 
lieutenants and others who regarded 
separation from Pakistan as one of the 
results of the denial of opportunities 
by Pakistan's successive rulers. 

Considering politicians manageable 
and letting them plunder as they 
pleased, Mujib sought to contain mili- 
tary aspirations through the creation 
of Rakhi Bahini — a militia of his own. 


















he, are keeping quiet and watching 
the development within the other 


group. 
Mie the government, which 
had almost decided to hold the 
municipal upazilla elections before the 
holy month of Ramadan beginning 20 
May, now seems to be having second 
thoughts. A group within the govern- 
ment-sponsored Jana Mal party is ar- 
guing against holding the upazilla 
elections until the roje of upazilla 
chairmen in relation to members of 
parliament is clarified. It is saying that 
if the upazilla chairmen become re- 
sponsible for everything — develop- 
ment as well as administration — in 
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The Bahini, in collaboration with cor- 
rupt politicians, played havoc with the 
country. The political assassinations 
and sundry murders it committed are 
now placed at 14,000. 

Faced with a disillusioned electo- 
rate, Mujib lost confidence in democ- 
racy and introduced one- 
party rule. One outcome 
of the total mismanage- 
ment and corruption plus 
natural disasters was the 
famine of 1974 in which 
people were dying by the 
score on the streets of the 
capital. By the time he was 
killed, Mujib had lost most 
of his prestige and credi- 
bility, though it suited 
some to use him as a sym- 
bol to pursue their own 
political ambitions. 

The Mujib era was a 
blow also to India, which 
had supported not only 
the Bangladesh separa- 
tion and made it possible 
through its military force, 
but supported the Awami 
League for espousing sec- 
ularism and socialism — 
the two cardinal princi- 
ples of the Indian Con- 
stitution. Mujib’s oppo- 
nents found willing ears 
for their charge that he 
was a surrogate of India. 

The continuing politicisation of the 
army and chaotic conditions in the 
post-Mujib era ended in direct take- 
over in 1977 by army chief Gen. Ziaur 
Rahman, who civilianised himself 
through a referendum followed by a 
general election. He introduced a pres- 
idential system through a new con- 
stitution and a new political party, the 
Bangladesh National Party (BNP). 

But the civilianisation created its 
own hazards as the army began feeling 
it was being relegated more and more 
into the background and that it was 
not sharing in the spoils being enjoyed 
by the BNP ministers. Zia was not per- 
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politicians of any party. 

The local elections were postponed 
in March last year when the opposition 
decided to actively boycott them, say- 
ing upazillas were a new concept and 
needed the parliament's approval. Ac- 
tually, they were afraid that if Ershad 
could get the upazilla system, complete 
with the elected chairmen, in place, 
politics would have become difficult 
for the tradition! politicians. 

However, it is now being argued that 
the problem cofild be solved by making 
the MPs ex-officio chairmen of the 
upazillas instead of electing them 
separately, and in the absence of the 
MP before elections are held, a vice- 


sonally corrupt but presided over a 
corrupt system. One of his ministers 
remarked to the REVIEW in 1981 that 
most of his cabinet colleagues were a 
bunch of “cheats, pick-pockets and 
cut-throats.” President H. M. Ershad 
told the REVIEW on 24 March that Zia 





himself had completed investigations 
against seven of his ministers and that 
some of those who had been impri- 
soned by the present regime were pro- 
secuted on the basis of those investiga- 
tions. 


ia fell victim to the resentment in 

the army, which was lucky to avoid 
an open armed clash within its ranks 
after his murder. Averting a still-born 
revolt, the army helped the BNP to 
continue in power. But the party was 
so carried away by the mass show of 
grief over Zia's murder that it believed 
it could rule in its own right. 
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bate on upazilla elections, a source 
close to the military administration 
told the REVIEW that the situation is 
still in a state of flux. 

The election of the upazilla chair- 
men is a part of the military govern- 
ment's administrative reorganisation 
programme and the president is em- 
powered, under martial law, to do it. But 
for the MPs to become ex-officio chair- 
men of the upazillas would involve a 
constitutional amendment. There were 
only 300 elected MPs in the old 
chamber, against 460 upazillas and 
therefore the number of the par- 
liamentary seats would also have to be 
increased. 





It forgot that acting president Abdus 
Sattar's candidature for presidency 
had been cleared by the army and also 
that it was the army that forced parlia- 
ment, behind the scenes, to amend the 
constitution, making his candidature 
possible. After his November 1981 
election, Sattar de- 
clared that the army 
had no role to play 
except to defend the 
country's  frontiers 
and soon, according 
to his own admission 
in public, he was 
forced to quit at gun 
point. He did not give 
up voluntarily as was 
stated at that time. 

Now Ershad, the 
present military 
ruler, has gradually 
come to preside over 
another set of high 
government func- 
tionaries, not all 
of whom are above 
suspicion. Off the re- 
cord, several busi- 
nessmen in Dhaka al- 
lege that the present 
administration is 
corrupt to the point 
that no major busi- 
ness deal in Bangla- 
desh is possible 
without the right 
links. Serving military officers or their 
retired brothers-in-arms now preside 
over 90% of the corporations in the 
public sector, are on the boards of di- 
rectors of the nationalised banks and 
hold a number of civilian posts. 

Whatever the objections to the mor- 
ality of this system, it has given Ershad 
a relatively stable army. Since his rise 
to power there has not been a rumour 
of unrest in the armed forces. This is no 
mean achievement for a chief-of-staff 
who commands a force that so far has 
killed two presidents, scores of its of- 
ficers and seen 14 mutinies in its ranks. 

— SALAMAT ALI 
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А slap і іп 
the face 


The government loses a 
battle with Peking as Seoul 
returns a torpedo boat 


By Car! Goldstein in Taipei 


outh Korea's handling of China's 

torpedo-boat incident seemed to 
demonstrate that Seoul places greater 
importance on improving its relations 
with Peking than on maintaining 
warm ties with Taipei, its long-time 
diplomatic partner, 

Taiwan Foreign Minister Chu Fu- 
sung expressed “extreme dissatisfac- 
tion" with Seoul's decision to return to 
Peking the Chinese crew and torpedo 
boat, which was discovered adrift near 
South Korean waters on 22 March, 
without allowing Taiwan Ambassador 
Hsueh Yu-chi a chance to meet the 
crew. 

Despite reports that some of the 
crewmen may have been trying to de- 
fect to Taiwan, Seoul maintains the in- 
cident had no political overtones. The 


boat was discovered, apparently out l 


of fuel, by a South Korean 

vessel and was towed to the port ¢ 
Kunsan. On board the torpedo boat 
were six dead and one injured crew- 
men, apparently shot by two other 
crewmen. The incident was resolved on 
26 March when South Korea turned 
the boat and crew over to the Chinese 
in international waters. 

Taipei was denied the chance to 
make propaganda hay out of the possi- 
ble defections, but even more painful it 
had to witness China and South Korea 
take another step towards a more for- 
malised relationship. Seoul is one of an 
ever decreasing number of countries 
which maintain formal diplomatic re- 
lations with Taipei instead of with the 
Chinese Government in Peking. 

The incident aroused a strong 
backlash of popular opinion here 
against South Korea. Legislators ee 
ed for the government to break off d 
lomatic relations, and some trade o 
cials threatened economic sanctions. to 
demonstrate Taiwan's displeasure. On 
the streets, crowds demonstrated out- 
side the South Korean Embassy. While 
some people pelted the embassy build- 
ing with eggs and tomatoes, a retired 
serviceman set himself afire in protest 
of Seoul's move. 

The torpedo-boat incident also high- 
lighted Taiwan's growing diplomatic 
isolation. Since the Unit 
broke off relations with Taipei in 1979 
to recognise the government in Peking, 
the number of Taiwan's diplomatic 
partners has declined steadily. South 
Korea is the only country in Asia to 
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recognise Taiwan. In all, Taipei has 
diplomatic relations with 25 nations. 
Nonetheless, the island has thriving 
economic and cultural relations with 
many more countries. 

The affair was the third diplomatic 
episode involving Seoul and Peking in 
the past two years to reflect the reality 
of the two countries’ increasing trade 
and, more recently, diplomatic con- 
tacts. In May 1983, the hijacking of a 
Shenyang-to-Shanghai Chinese air- 
liner to Seoul by six Chinese resulted 
in the first official, direct contacts be- 
tween the two governments. South 
Korea returned the aircraft and crew 
after a Chinese delegation went to 
Seoul for negotiations. But the hijack- 
ers were imprisoned briefly and then 
sent to Taiwan, where they were given 
a warm welcome as “freedom seekers." 

In April 1984, a Taiwan delegation to 
the Asian Youth Cup basketball tour- 
hament in Seoul withdrew in protest 
after their hosts insisted that the 
Taiwan team participate under the so- 
called Olympic model — using the 
name “Chinese-Taipei,” rather than 
"Republic of China," and giving up the 
right to use Taipei's national flag and 
anthem. Taipei claimed Seoul had re- 








neged on an earlier agreement to allow 
Taipei to use its preferred name under 
pressure from Peking, which was also 
competing. Peking's team went on to 
win the tournament. 

"Because the two countries have 
diplomatic ties, Taiwan is holding 
South Korea to a higher set of princi- 








ples than it does others," said a foreign 
observer in Taipei. The frustration felt 
by the government and people in many 
other circles stems from the fact that 
they cannot do anything to affect the 
long-term trends towards closer ties 
between China and South Korea, 
Seoul's eagerness to make a success of 
the Olympics, to be held there in 1988, 
makes this even more true. 

The trade sanctions urged by some in 
Taipei did not seem to amount to much. 
One Minstry of Econorgic Affairs offi- 
cial said Taiwan was cónsidering cut- 
ting back on purchases of South Ko- 
rean ginseng and might postpone a 
bananas-for-pears exchange agree- 
ment. Local carmakers said Taipei 
should suspend imports of South Ko- 
rean compacts. About 2,400 cars have 
been shipped to Taiwan since 1979. 

But cooler heads seem to have pre- 
vailed, as the foreign minister said the 
government would not allow the tor- 
pedo-boat incident to affect "the 
sound relationship between the two 
nations." In fact, Taiwan has little 
choice but to recognise that, once 
again, its own interests are not the 
major factor in one of its most impor- 
tant diplomatic relationships. п 





SRI LANKA 


Bankers strike out 


The government cracks down on bank employees seeking a wage 
increase by using laws designed to deal with Tamil rebels 


By Manik de Silva in Colombo 


he Sri Lanka Government has used 

the mailed fist of the emergency de- 
clared in 1983 to fight Tamil 
separatists to smash what it considers 
to be an emerging trade-union threat 
to its authority. On 22 March the gov- 
emment enforced an essential-services 
order on 13,000 employees of the two 
big state-owned banks dominating the 
country's commercial-banking scene 
and said that tougher measures were 
on the way if workers continued to re- 
[use overtime work in their quest for a 
40% wage rise. 

At the same time, the government 
said it was aware state health-service 
employees were also planning trade- 
union action and made clear that any 
Such move would be ruthlessly sup- 
pressed. “The government will not tol- 
erate wildcat strikes, and those engag- 
ing in such a course will lose their jobs. 
There are thousands waiting to take 
their places,” President Junius 
Jayewardene warned. 

The bank employees began their 
overtime refusal campaign on 20 
March as the first stage of a push for 
the new wage package. Phase one of 
the action was restricted to several 
thousand employees of the state- 
owned Bank of Ceylon and the People's 
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Bank. Executives joined hands with 
the largely clerical union, making the 
campaign more effective. 

Since the ruling United National 
Party's Jathika Sevaka Sangamaya 
(National Employees Union) is weak in 
the banks, the powerful Ceylon Bank 
Employees Union (CBEU) was confi- 
dent that it could mount substantial 











pressure on the government. The union 
said it was well aware that an essen- 
tial-services order would be invoked 
but they had planned to flout it. 

The administration anticipated a 
snow-balling trade-union challenge 
to the government, and the cabinet 
decided on 20 March to smash it. Soon 
after the regular weekly. cabinet 
meeting ended, Information Minister 
Anandatissa de Alwis told the press 
that the government had decided to 
take “all necessary measures to curb 
the attempts of certain trade unions to 
disrupt the normal life of the country 
..." De Alwis charged that a small 
group in the banks considered the 
trade-union action an opportunity to 
seize a vital sector of the economy to 
weaken the government and to assist 
forces opposed to the government, in- 
cluding the Tamil separatists. 

The essential-services order under 
the Emergency (miscellaneous provi- 
sions and power) Regulation of 1985 
and a separate order under the Public 
Security Act requires bank employees 
to perform their normal work-week 
duties and work on some holidays and 
work overtime. Failure to comply ren- 
ders them liable to immediate termina- 
tion and also makes them guilty of an 
offence. The government's information 
and propaganda machine was first 
primed to give the ominous news to the 
concerned unions' membership and, at 
the same time, Jayewardene used a 
platform given him by the Post and 
Telecommunications unions to tell the 
country that he would tolerate no 
trade-union disruption. 

"Recently two unions have been at- 
tempting to coerce the government to 
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We share your belief in successf 
institutional investment. 


A “At the institutional level successful 
investment is a team effort. 
We believe in making that effort.” 
Max Studerus, 
First Vice President, Zurich 


If successful investment is 

your credo, you know it isn't simply 
an act of faith. Investing institu- 
tional funds requires a dedicated 
team with a broad base in 

every area of banking, worldwide. 
The stakes are so high and the 
environment can change so fast, 
that if you don't have a strong 
team of in-house professionals you 
could end up simply running 

with the pack. 

To a newcomer, the world of inter- 
national markets may seem 
complicated. But we're veterans of 
these markets, and we believe 
they could actually make life easier 
for you. You know our reputation, 
but you may not know all our 
capabilities. And until you know 
what we could do for you, you may 
not be aware of all your own 
possibilities, either. 

When you're thinking of exploring 
new markets, the first step could 
be the most important: talk to 

the people at the key Swiss bank. 


: : Swiss Bank Corporation _ 4 
Schweizerischer Bankverein - 
Société de Banque Suisse 


The key Swiss bank 


General Management in CH-4002 Basie, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide _ 
network (branches, subsidiaries and representatives): Europe: Edinburgh, London, Luxembourg, Madrid, Monte Carlo, Paris. North America: Atlanta, 
ану Chicago, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogotá, Buenos Aires, Caracas, Lima, — 
Mexico, Panama, Rio de Janeiro, São Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. Africa: Johannesburg. Asie: 
Hong Kong, Singapore, Tokyo. Australia: Melbourne, Sydney. 
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red bodies. Their action will 
completely disrupt the banking system 
nd the hospital administration. The 
erers will be the masses,” Jayewar- 
ene said. 
Alleging that “there was a similarity 
n the methods adopted and the times 
— chosen to strike," the president asked 
E hether the leaders of the agitation 
— wanted to heap further troubles on the 
tate, which already has its hands full 
ping with the northern Tamil in- 
urgency. “When the government and 
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y V. G. Kulkarni in Singapore 


n the brief campaign leading to last 
December's general election, Prime 
hister Lee Kuan Yew had warned 
t constituencies voting for the op- 
ion could risk losing some of the 
ces provided by the government. 
ving lost two parliamentary seats to 
he opposition, the ruling People's Ac- 
n party (PAP) has proceeded to 
ke good its threats. 
.. National Development Minister Teh 
Cheang Wan told parliament on 21 
"March that the Housing & Develop- 
: ment Board (HDB), which builds and 
naintains Singapore's public housing 
estates in which the majority of the 
| people live, would give priority to PAP 
districts in providing maintenance 
ices. These include maintenance 
— of lifts and repairs to water pipes, 
drains, roofs and other parts of the 
1 buildings. 
- Oppostion MP J. B. Jeyaretnam, rep- 
Eun Anson district, promptly re- 
— torted on behalf of his constituents: 
— “We will stop paying service and con- 
"servancy charges. You can take us to 
court.” Upon further questioning, Teh 
clarified that emergency needs of op- 
—position areas would be met, but de- 
fended his policy saying: "This is a 
E E» practical political decision . . . I 
| ke no apologies for it. As a PAP gov- 
nment we must look after PAP con- 
` stituencies first because the majority 
—— of the people supported us.’ 
E When Chiam See Tong, the only 
other opposition MP, asked about the 
— position of residents in opposition con- 
— . stituencies who had voted for the PAP, 
Teh said blandly: "It is regrettable, but 
" it can't be helped." Even as Jeyaret- 
— . mam called the policy scandalous and 
| remarked that the PAP was showing 
. its true colours, some PAP backbench- 
` ers could not hide their glee at the 
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what the organisers want and are mis- 
leading their followers to do?" 
Jayewardene said. 

Jayewardene and his government 
correctly judged the national psychol- 
ogy. The vast majority of Sri Lankans 
outside the north do not wish the 
separatists’ hands strengthened, and 
the government has been able in recent 
months to exploit these sentiments to 
contain dissatisfaction — principally 
on the cost of living. All other issues 
have been submerged under the im- 
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“Сите” and punishment 
бз re Government carries out its threat of hardship 

и (o opposition voters by curbing their home maintenance 





new privilege of priority won by them. 
One of them, Lai Tha Chai quoted Con- 


fucius to support Teh: "We should 
treat our opponents with principle and 
reward our supporters with kindness.” 
Lai added: "So 1 hope what we have 
talked today will benefit the voters, " in 
teaching them the price of voting for 
the opposition. 


ut Singapore's public apparently 

had little sympathy for Lai's inter- 
pretation of Confucius. Even as the par- 
liamentary debate was being televised 
that evening, disenchanted viewers 
called newspaper offices to register 
their protest. Letters to newspapers 
berated blatant official discrimina- 
tion, a view also highlighted by a straw 
poll by The Straits Times. Readers' let- 
ters also madea telling point — missed 
by MPs in the heat of the parliamen- 
tary exchanges: that the PAP was 
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CBEU said it was 


festracting its mem- 
bers to go back to work “in view of gov- 
ernment's invocation of emergency 
regulations. to impose harsh legal im- 
pediments." Both the CBEU and the 
executives associations of the two 
banks also said that governmental wil- 
lingness to negotiate on their demands 
had been expressed by Finance Minis- 
ter Ronnie de Mel. The hospital work- 
ers' threat did not sake, and the Co- 
lombo government resumed wrestling 
with the ethnic problem which re- 
mains its chief priority. п 


using government patronage in the 
cause of partisan advantage. One 
reader pointed out that it could lead to 
the politicisation of the civil service 
and wondered what would happen if 
the policy were extended to all govern- 
ments and statutory bodies. 

The issue surfaced again on 27 
March when Jeyaretnam charged in 
parliament that the daily Business 
Times — one of the staunchly pro-gov- 
ernment Straits Times group of news- 
papers — on 22 March had withdrawn 
the newspaper after a partial print run 
to kill a highly critical editorial on 
HDB policy and the next day a much 
milder editorial on the same subject 
was run. 

He asked if the the government had 
had a hand in the affair. Tay Eng Soon, 
minister of state at the Ministry of In- 
formation, appeared rather non-plus- 
sed at this surprise question, though in 
the end he denied any official interfer- 
ence. Meanwhile, Yatiman Yusof, a 
new PAP MP and a former editor from 
the Straits Times group, made a 
spirited defence of editorial indepen- 
dence and responsibility without 
claiming any specific knowledge of the 
editorial involved. 

Peter Lim, the chief editor of the 
Straits Times group, took responsibil- 
ity for the action because he felt “the 
language used [in the original version 
of the editorial] was unbecoming of a 
Times publication.” But in response to 
the outcry, the editorials were re- 
printed in full on March 28. The re- 
written version was largely along the 
same tame lines as one which appeared 
in The Straits Times on 23 March, 
while the withdrawn one was more 
punchy and critical. In the eyes of the 
public neither the Times group nor the 
government emerged with much cred- 
it. 

The opening paragraph of the dis- 
carded Business Times editorial aptly 
summed up the predicament: "If the 
PAP ever wanted feedback, it has now 
ensured it will get it. The bald stupid- 
ity of Teh Cheang Wan's statement in 
parliament regarding the way the HDB 
will treat the residents of Anson vir- 
tually makes it certain that the people 
of Singapore will cry *foul'." п 
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Foreign currency payments after WorldLink. 


Now theres a more direct 
way to move money around 
the world. ы 

WorldLink simplifies the 
whole process. Idle foreign cur- 
rency balances are not necessary. 
Plus paperwork and follow-up 
correspondence are greatly 
reduced. And with our exclusive 
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WorldLink software program for 


your IBM PC, you can completely 
automate cheque issuance and 
reconcilement. 

You get private branded 
cheques, fast global clearing, 
complete reconcilement, respon- 
sive customer service, advanced 
security features and improved 
funds control — with either a 


float sharing or fee based settle- 
ment program. 

For more information, 
contact your Citicorp/Citibank 
representative. 
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A better way to move money 
around the world. 
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own private plane. 
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© ITS very success is the main reason 
East Asia features so rarely on radio 
and TV news bulletins these days: 
most of the news is good, and thus ap- 
parently of little interest to editors in 
the West. The isolated, arrogant men 
who rule Vietgam and whose troops 
occupy СатЫіа still mount incur- 


sions into ailand, recalling the 
days when ochina was aflame; a 
bomb  shatfers some stupas at 


Borobodur in Indonesia; the Muslim 
or communist guerillas in the Philip- 
pines mount an assault, while North 
Korea remains unpredictable. But 
generally peace and good sense pre- 
vail. 

So, it was something of a shock last 
week, after the news bulletins had 
provided the usual ration of disasters 
— massacre in South Africa, unrest in 
Kenya, famine in Ethiopia, tankers 
hit in the Gulf, mustard gas and 
chemical warfare between Iran and 
Iraq, kidnappings in Beirut, Israel's 
"iron fist" search-and-destroy oper- 
ations in south Lebanon, a US major 
killed by a Russian sentry in East 
Germany, Irish Republican Army 
murder in Ulster, 1.5 million rapes 
within a decade in the US and Ameri- 
can Nazis on trial in Carolina — to 
hear that shots had been fired as a 
Chinese naval vessel drifted into 
South Korean waters. 

But neither Peking nor Seoul 

wanted matters of national face or 
the interests of ideological allies 
(North Korea and Taiwan respec- 
tively) to disrupt the growing trade 
and contacts between them. Some 
swift diplomacy in Hongkong led to 
the former expressing regrets and the 
latter treating the episode as a 
mutiny, not an attempted defection 
— and common sense once again pre- 
vailed. 
* WHAT price common sense in Sri 
Lanka? Well, it prevailed there for 
one day, the third Sunday in January, 
as reader Jamshed Fozdar points out. 
It was designated World Religion 
Day to underline the teaching of the 
Baha'i faith which stresses the 
similarities shared by the world's 
great religions rather than the differ- 
ences which divide them. Sri Lankan 
Prime Minister Ranasinghe Pre- 
madasa made a speech, finding 
echoes between Buddha's sayings, 
the Koran and the Sermon on the 
Mount, even quoting the old atheist 
George Bernard Shaw: "There is only 
one religion, though there are a 
hundred versions of it." 

TheSri Lankan Post Office issued a 
commemorative stamp. 

On this I can spot, anti-clockwise 
from the top left-hand corner, the 
Christian Cross, the eight-spoked 
wheel (for the eight-fold path) of the 


Buddhist Dhar- 
machakra, the 
double-triangle 
(symbolising 
King David's 
unification of the 
kingdoms of Is- 
rael and Judea) 
Star of David of 
Judaism, the Zo- 
roastrian Flame, 
the Swastika of 
Hinduism (meaning simply Sign — 
"tika" — of Good Fortune — “Swasti” 
— a symbol found in most Buddhist 
temples too), the Star and the Cres- 
cent of Islam and the Baha'i logo. But 
I cannot identify the star with two 
longer points between Baha'i and the 
Cross. Can any reader help? 

But will the fine words and the 
stamp’s symbolism mitigate the bit- 
lerness ` dividing Sinhalese from 
Tamils in Sri Lanka? Somehow I 
doubt it. 

* IN our cover feature on China's 
rural and urban reforms (From Here 
to Modernity, 13 Dec. '84), Robert 
Delfs reported on the success of the 
Tashan gelatine factory established 
outside Chongqing in the Sichuan 
countryside. I am glad to report that 
the enterprise continues to prosper 
and, with new equipment in place, 
gelatine production is at an all-time 
high. Peking-based foreigners have 
since visited the factory, which has 
received inquiries from foreign con- 
cerns about possible cooperation and 
investment. We hope they hear froma 
marketing consultant soon: the fac- 
tory's food additive institute has de- 
veloped a new product from extracts 
of ginseng leaves and stems which 
they have fatally brand-named 
"Gensenocide. " 

* NOT all Chinese enterprises are 
modernising at the same speed. Rapid 
and efficient hotel room-service is 
supplied by the modern hotels 
opened recently in Peking and Can- 
ton, but the longer-established hotels 
have yet to catch on. The old Hua Du 
hotel in Peking tells its guests: 
"Please call the 'Order a Meal' at 2386 
four hours in advance for a room ser- 
vice." 

* MOST of the propaganda about 
the Four Modernisations reads just as 
depressingly as did the stuff before 
and during the Cultural Revolution. 
Recently the Lhasa Radio in Tibet an- 
nounced that the members of the 
Xizang Military District Central 
Committee had completely elimi- 
nated the "leftist pernicious influ- 
ence of the Cultural Revolution," 
making a "clean ideological and no- 
tional break." Evidently they also 
broke with the traditional methods of 
persuading people to change their 
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minds. As the radio said: "The mem- 
bers of the Standing Committee 
adopted the method of not grabbing 
people by their pigtails or beating 
them with clubs in reposing full con- 
fidence in and holding heart-to-heart 
talks with their organisation." 

e IN other areas of China, however, 
modernisation proceeds apace. On 20 
newsagency ап- 
nounced that construction was 
started on China's first horse-racing 
stadium in Peking. Well, it's not 
exactly the first as many pre-revolu- 
tionary residents of China can attest. 
Nonetheless, Zheng Fengrong, a 
former world record female high- 
jumper who is managing the new 
US$1.5 million, 10-ha Kublai Khan 
Equestrian Park, says the park will 
stage horse races and polo games. 
Perhaps when the British queen visits 
China, probably next year, she will 
bring along the Duke of Edinburgh to 


| play a chukka or two. 


The 1,000-m racecourse will differ 
in one important respect from its pre- 
decessors: it will be "commercial and 
recreational," and not for gambling, 
Zheng said. Curiously, the course and 
the park will be jointly run by the 
China Sports Service Company, the 
Sports Service Company of Inner 
Mongolia (that’s the connection with 
Kublai Khan, I suppose) and a rural 
commune near Peking. 

e THE Japanese language, like 
Chinese, is usually written in vertical 
columns, reading from top to bottom, 


| but when written horizontally, it can 


be read either from left to right or 
vice versa, which can be the only pos- 
sible explanation for the lettering on 
the truck photographed. by Andy 
Muller on the Chugoku Expressway 
in West Japan: 





* UNTIL the relatively youthful 
Yasuhiro Nakasone took over Japan's 
premiership, the country could be 
said to have been ruled by a political 
gerontocracy. Nevertheless, a recent 
headline in the Japan Times seemed 
somewhat exaggerated 


Half of Cases of Senile 
Dementia Linked to Diet 


The story, however; dealt with the 
linkage between cerebro-vascular 
disease and eating habits. 






























































у Daniel Nelson in London 


scheme to encourage shipowners 
A and captains to halt the "dramatic 
nd frightening decline" in the number 
f Vietnamese refugees rescued at sea 
апе to be launched by the United Na- 
ons on 1 May. There is evidence that 
many ships are ignoring distress calls 
nd taking longer routes to avoid areas 
'here refugees might be spotted. 

The percentage of boat people 
icked up by passing ships has fallen 
rom 21% of all arrivals in second 
ountries in 1980 to 8% in 1984. The 
umber of countries whose vessels res- 
ued refugees fell from 33 in 1981 to 
5 in 1983, the last year for which there 
re figures. Explanations offered by 
he shipping industry include fear of 


етп about costs and delays arising 
rom rescues and the spread of what it 
alls *compassion fatigue." 
“Some captains argue that as there 
re fewer people leaving Vietnam by 
oat, it is proportionately more dif- 
ult to spot them at sea. “It’s logical 
nough,” said Rob Cooper of the UN 
High Commissioner for Refugees 
UNHCR). “The problem is that we 
know the ships do see the refugee boats 
nd sail on by.” 
Survivors sometimes supply the 
iames of ships which fail to stop and 
Ip. But the UNHCR never takes ac- 
jon, partly because of potential politi- 
‘al problems the UN, as an organisa- 
ion representing world governments, 
feels it should avoid and partly be- 
cause of the difficulty of obtaining suf- 
ficient corroborative evidence. 
“The UN's policy, therefore, is to 
praise publicly those who help rather 
than criticising those who do not. Oc- 
sionally this produces results, as 
when a well-publicised congratulatory 
message from UNHCR Commissioner 
Poul Hartling to a Greek captain, who 
had picked up a boatload of refugees, 
ved him from the sack and turned 
him into a hero. 
2 UNHCR's refusal to name guilty 
shippers provoked annoyance when 
Cooper talked to shipmasters during a 
bbying exercise at the recent Ex- 


ally denied that the offenders were 


mainly from the Eastern bloc. They | 


have a good record of offering food and 
water to refugees at sea, he said, but 
there have been several cases of boat 
people refusing rescue from these ships 
when they spot the hammer and sickle 
sign. There is always the danger that 
the rescuer's next port of call will be 
Ho Chi Minh City. ` 
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jrates masquerading as refugees, con- | 


he UN prepares a scheme to encourage more 
ps to rescue Vietnamese boat people 





oship '85 exhibition in London. He fi- | | t atthe N 
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chr ing seems a bit inhu- 
. But it's understandable. Why 
should a country be 


it, such re-ro 
man 





Industry sources 
say that the most 
consistent culprits 
are Greek ships, fol- 
lowed by the Japan- 
ese. But Tokyo has 
said it will partici- 
pate in the new Res- 
cue at Sea Resettle- 
ment Offers (Rasro) 
scheme and strong 
pressure is being put 
on Athens to join as 
well The scheme, 
which is Cooper's 
brainchild, is an at- 








burdened by re- 
fugees just, because 
it has maritime in- 
terests in the South 
China Sea? There's 
no lgical answer to 
that] 

T tackle the 
problem, Rasro aims 
to read тоге 
equally the resettle- 
ment  responsibili- 
ties arising from res- 
cue at sea by ensur- 
ing participating 
countries an annual 
resettlement ceiling. 

Under the scheme, 
maritime and non- 
maritime countries 
pledge a quota to a 








tempt to get around 
the reluctance of 
certain flag-states to 
resettle refugees picked up by their ves- | 
sels. They lean on shipowners not to | 
pick up refugees or to avoid areas where | 
boat people are likely to be spotted. | 

“It costs more in terms of fuel апа | 
| 


^ 


time to sail around the refugees, 


erative пи 
nment, 


posed 


that the convention |. 
pital indicates | mo 
much. 





ds ver 


1979 cartoon by refugee Bernard 
Minh Hu Ng: a very bloody iceberg. 


collective pool of re- 
settlement offers. 
Once a country has 
filled its quota, any additional re- 
fugees rescued by its ships during the 
course of the year will be sent to other 
countries in the scheme. = 

UNHCR officials hope the scheme 
will also improve the prospects of inte- 


ns or lou 





fix the date for its : 











gration by making it possible for re- 

- fugees to be sent to resettlement coun- 
tries where they have a link — whether 
it be a relative or friend, or whether it 
is job-related or linguistic in nature. At 
present, most rescued re- 
fugees are resettled in the 
country represented by the 
flag of the ship which picks 
them up. 

So far, 13 nations have 
pledged 2,500 places to the 
Rasro pool. ey are 
Canada, Denm§k, Finland, 
France, Japan, the Nether- 
lands, New Zealand, Nor- 
way, Spain, Sweden, Swit- 
zerland, Britain and the 
United States. In 1984, 2.172 
boat people were rescued by 
merchant vessels in the 
South China Sea, bringing 
the cumulative total to more 
than 50,000. An ambassa- 
dorial-level meeting in Gen- 
eva on 2 April was expected 
to give the go-ahead for the 
scheme to start on 1 May. 

Other actions taken by 
the UNHCR to increase the 
number of refugees' lives 






saved at 


sea include: the broadcasting of radio 
messages to: ships in the South China 
Sea appealing to captains to assist 
refugees in distress; distribution of a 
booklet 


in English, Japanese and 


- lished in 1960. Bhattarai said that 
there was no difference between the 
search for an alternative political 

` System and the proposed non- 
cooperative movement. In fact, in his 
words, the two serve the same pur- 
pose of restoring full democracy. 
_ A report submitted to the conven- 
tion said the Nepali Congress would 

= seek cooperation and enter into 
dialogue with like-minded opposi- 

-~ tion parties to attain the goal of re- 

` sto democracy. It said that the 

twin objectives of launching a 
^4 һа or disobedience move- 

.. ment, and searching for an alterna- 

. tive would strengthen the concept of 
national reconciliation. 
pou 

у dd economic policy declaration, 
d report criticised the successive 
panchayat governments for destroy- 
ing the forest wealth of Nepal and 
causing ecological imbalance. It also 
criticised the government for adopt- 
ing a wrong policy on land-holdings, 
which gave rise to double ownership. 

t No sumus other negative results 

. 9f government policy such as gallop- 

ing inflation, shortage of food and 

-lack of its equitable distribution, and 

W unemployment. 

_ In a foreign-policy statement, the 

| report stressed the need for develop- 

_ ing close relations with Nepal's two 

. big ; India and China, and 

| endorsed^the policy of non-align- 
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Vietnamese boat people off the Malaysian coast: reluctance. 


























ment. It also expressed the need to 





эр, prov -shipmasters with a 

"cklis ud be taken when 
boat people have been picked up, and 
implementation of a scheme to reim- 
burse shipowners who have suffered fi- 


“It is also true that the majority бї 
ships haveno trouble disembarking re- 
fugees at their next scheduled port of 
call." 

Bad news travels fast; however, and 
the industry talks 


still 


Ф] abouta ship, the Turquoise, 
, 
"| which last year picked upa 
boatload of refugees while 
Р, sailing to the breaker's yard 


= 


nancial loss through rescue operations. 

Cooper admits delays and costs have 
been incurred in the past, particularly 
in the early days of the exodus when 
States in the region were uncertain of 
the status of the refugees. But he adds: 


strengthen the United Nations. 

Sources said that the party leaders 
were going to determine the nature of 
the proposed Satyagraha movement 
and fix the date of its launching 
within a few weeks after all party 
workers get back to their respective 
districts. But other sources indicated 
that there was a lack of consensus as 
to the nature of the movement itself. 
Many delegates wanted the move- 
ment to be confined to the capital 
while others felt that it should be 
launched in the districts as well. 

It has been speculated the Nepali 
Congress will launch the movement 
only in the capital, in order to con- 
centrate its strength and secure sup- 
port from all like-minded forces. This 
includes students influenced by Nep- 
ali Congress, who won a s acular 
victory in the recent student-union 
election over leftist opponents. 

The holding of this convention in 
Kathmandu has been criticised by 
the die-hard panchayat proponents. 
They consider it asa sign of weakness 
and bankruptcy of the Chand govern- 
ment. A partyless system should 
never have allowed a political party 
convention to take place in the heart 
of the capital, they say. But liberal 
supporters of the panchayat system 
consider it was a wise decision on the 
part of the Chand government to 
allow the convention. 
















in Taiwan. Since Taiwan 
does not accept refugees, 
the ship took them to 


another port, and the detour 
costs cancelled out the 
money to be made by break- 
ing. This story isnow part of 
the lore of the sea, and to 
counteract its effects the 
UNHCRis investigating the 
possibility of compensating 
the owners 

The cost factor is exacer- 
bated by the use of time- 
charter agreements, which 
put the burden of expendi- 
ture incurred by rescues 
onto shipowners The 
UNHCR said: "This repre- 
sents a deviation from past 
practice and may serve as a deterrent 
to shipmasters who represent the own- 
ers on board, when considering rescue 
Whether or not this fear is justified, the 
new wording is a reflection of the de- 
fensive attitudes prevailing today." 

Apart from flag states' reluctance to 





| accept refugees, owners' fear of lósses 


and the "harder to spot" argument, 
Cooper says the following three expla- 
nations are offered by the shipping in- 
dustry for the fall-off in rescues 

» The refugees are not really in dis- 
tress. Cooper says: "Shipmasters are 
used to seeing lots of small boats, 
mostly Indonesian and Filipino hardly 
more seaworthy than refugee boats, 
and they develop and idea that South- 


| east Asia is full of people who go to sea 


| in small 


boats. An understandable 


view, but it's wrong." 


|» It is difficult to distinguish г fugees 





| couldn't live under the 
| they real refugees? And if so. can 


from pirates. He says: "Pirates do exist 
in the South China Sea: 1.400 refugees 
have been killed by pirates, 2.300 have 
been raped and over 600 abducted. 
These are known figures and they are 
undoubtedly the tip of a very bloody 
iceberg. But it is not true that pirates 
masquerade as refugees. To our knowl- 
edge, there has not been a single case.’ 

» There is compassion fatigue. Cooper 


| says: "Vietnamese refugees are not 


news any more. The war finished 10 
years ago so some people ask: ‘Why did 
it take them a decade to decide they 
› Are 






regimt 
Wt 
continue to accept all of them? And 
anyway, haven't we done enough? 
That's a phrase I hear all the time." 

As Cooper sums up: * Ignoring [the re- 
fugees] won't stop them coming. All ig- 
noring them will do is to make sure 
more die on the way to what thev think 
is freedom. " п 
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DEFENCE 


Chores of deterrence 


Anew spirit aboard the Midway, the US fleet’s oldest carrier, 
reflects Washington’s resolve to restore its navy’s credibility 


By Richard Nations aboard USS Midway 


41 t's the closest thing to a real war 

imaginable without live fire,” 
said an aviator aboard the American 
aircraft carrier USS Midway. He was 
describing mock dogfights between 
the ship's F4 Phantom fighter-bomb- 
ers and a wave of more than 100 Soviet 
warplanes which blanketed the sky 
over the Sea of Japan in December last 
year. “For a long moment it seemed 
like the real thing." 

The Soviet move came in response to 
a massive display of American sea- 
power mounted on 1 December when 
the Midway and the nuclear-powered 
carrier USS Carl Vinson began man- 
oeuvres in the Sea of Japan, drawing a 
clear line in the waters close to Vla- 
divostok, home port of the Soviet 
Pacific Fleet and one of the most sensi- 
tive military installations in the Soviet 
Far East. 

Looking at the world from Vladivos- 
tok, Moscow first sees Japan as a phy- 
sical and political barrier to its access to 
the Pacific and so regards a safe haven 
in the Sea of Japan as its first strategic 
imperative in the Far East. But it is 
precisely to disturb any such sense of 
security that Washington has raised 
the tempo of United States naval ac- 
tivity in the West Pacific — to- 
gether with joint exercises and war 
games with allies — over the past two 
years to the highest level since World 
War II. 

“The Sea of Japan does not belong to 
the Soviet Union," said the command- 
er of the 7th Fleet Battle Force, Rear 
Adm. W. Lewis Chatham, who con- 
ducted this 20-warship naval minuet 
to drive the point home to Moscow. 
“We got a very strong reaction from the 
Soviets which provided us with a good 
opportunity to conduct our own anti- 
air warfare plans." And just to givethe 
message an unmistakable Japanese ac- 
cent, the Japanese Air Self-Defence 
Force scrambled its F15 fighters fully 
loaded with Sidewinder air-to-air 
missiles to intercept 26 Soviet Badger 
bombers, which flew down the west 
coast of Japan while flanking the US 
naval forces. 


he episode illustrates more than 

just the declared intention of the 
administration of President Ronald 
Reagan to reverse what it views as the 
US Navy's 20-year decline and re- 
vitalise it as a principal instrument of 
Washington's power diplomacy. The 
fact that it was the Midway — the old- 
est carrier in the fleet and the only one 
based abroad (Yokosuka, Japan) — at 
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the forefront of this aggressive naval 
probe says much about the intangibles 
of morale, assertive deployments 
and alliance management which 
Washington is relying upon tore- , 
store, as a Washington official $% 
put it, the US’ maritime supre- * 
macy. 


„е + 
0 


USS Midway: a white elephant on the water. 








what one officer aboard called “the 
post-Vietnam malaise.” 

“It's sheer morale that makes all 
the difference when 4,000 men are 
cooped up for long months at sea 
working 18-hour days,” one officer 
said. “In the 1970s, the navy became a 
social laboratory and exercises at sea 
were considered a nuisance.” Now, 
however, the sharp increase in the 
Midway's opei: tional tempo, together 
with the atmospherd of crisis sur- 
rounding many of it deployments, 
has bred a new ѕепѕеої realism. “I 
cannot schedule flight operations 


without leaving myself fllenty of flex- 
ibility to respond to Soviet aircraft," 
Chatham said, referring to the Soviet 
reconnaissance and strike warplanes 








The administration of former presi- 
dent Jimmy Carter planned to decom- 
mission the Pacific War vintage Mid- 
way in 1981 as part of a longer-term 
naval modernisation programme 
which, critics claimed, amounted to a 
unilateral naval disarmament at a time 
when Soviet seapower was asserting 


itself — particularly in the Pacific. The | 


current administration's naval re- 
covery programme has reversed this 
trend and in the process gave the Mid- 
way a new lease on life. By September, 
the total number of US Navy warships 
commissioned is expected to be 530, up 
from the 473 in 1981. 

But it will be the mid-1990s before 
the three post-Afghanistan Nimitz- 
class aircraft carriers — to be the 
largest warships ever built — are com- 
missioned to provide the most modern 
core of the 15-carrier battle group, 
600-ship navy which is to be the pride 
of the Reagan defence build-up. Until 
then, Washington is stretching every 
resource to restore credibility to its 
forward-based strategy, particularly 
in the Pacific. And so the Midway — 
the “Buick of the Pacific," as one of- 
ficer affectionately referred to it — 
will remain the “tip of the spear” in the 
West Pacific where the superpower 
naval contest is most fluid. 

Operations on board the Midway 
also illustrate the intangibles of the 
US' assertive new navy at work in the 
daily chores of deterrence and how 
they have helped to lift the fleet out of 








EXERCISING 
SEA POWER 


42°F he fleet is more ready to go in 
harm's way," United States 
Navy Secretary John Lehman re- 
cently testified in the US Congress, 
“than at any time in recent peacetime 
history." And “in harm's way" is.a 
fair description of where the USS 
Midway, together with the nine 
auxiliary warships of its. battle 
group, has spent most of the past 
year: i 
» On 5 January 1984, the Midway 
left Subic Bay in the Philippines to 
begin a three-and-a-half month tour 
on station near the Straits of Hormuz, 
to provide air cover for the area’s sea- 
lanes should the Iran-Iraq war esca- 
late and threaten international ship- 
ping. By the time Iraqi attacks.on 
commercial oil tankers materialised, 
the Midway had been replaced by the 
USS Enterprise. The Midway’s ide- 
ployment-demonstrated the viability 
of maintaining the 7th Fleet's two- 
ocean mission. i; тэу! 
ь By 16. September last, year, the 
Midway had joined, Annualex 59G, 
described by US. officials as the most 
extensive and effective jest exer- 
cises ever with {һе Japanese 


1- APRIL 1985 e FAR EASTERN HECONOMIC REVIEW 


which regularly shadow the Midway. 

The “general-quarters alert” — 
damage control exercises under war- 
time battle conditions which mobilise 
the entire crew — gives a taste of how 
this real-world atmosphere filters 
down to morale-building exercises. 
“We don't anticipate a nuclear at- 
tack,” Lieut-Commander Mark 
Geshke said, as he conducted a ship- 
wide nuclear decontamination exer- 
cise from the ovdf-heated and airless 
damage-control Mentre in the ship's 
well-armoured re near the engine 
room. "But we dón't want anyone here 
to take things ffr granted." 


he fictitious scenario for that day's 

general-quarters exercise — there 
may be as many as four a week, often 
during "off-duty" hours — was built 
around a clash between Soviet forces 
and the USS Enterprise conducting 
mine-sweeping operations in the Gulf 
which, in turn, triggered a cruise-mis- 
sile attack on the Midway in the Sea of 
Japan. (The ship's engineers calculate 
that the Midway — built to take 1,000- 
ton “iron-bomb” direct hits — stands a 
fair chance of surviving a nuclear-tip- 
ped cruise missile explosion five miles 
away at sea.) 

Other general-quarters scenarios 
envisage attempts to block a Soviet 
amphibious assault on the Japanese is- 
land of Hokkaido; a pre-emptive strike 
against Soviet bombers in Afghanis- 


Maritime Self-Defence Force. The 
exercise involved 90 Japanese sur- 
face ships, 125 aircraft and 22,000 
personnel. The eight-day operation 
was conducted in the coastal waters 
east of Honshu to put into practice 
Tokyo's commitment to sealane de- 
fence, and underlined the practical 
integration of Japanese defence 
forces in a common strategy with the 
US to exploit Soviet vulnerability in 
the Sea of Japan. 

ь In November, the Midway partici- 
pated in the largest US naval exercise 
since World War II, Fleetex '85, in- 
volving five aircraft-carrier battle 
groups and 37 warships, with the car- 
rier USS Constellation operating off 
the US West Coast and the USS Inde- 
pendence in the Indian Ocean. The 
exercise was designed to demonstrate 
the Pacific Fleet's ability to coordi- 
nate extensive operations over its en- 
tire 100 million-sq. mile, two-ocean, 
area of responsibility. 

But the spearhead of Fleetex was 
thrust into the strategic waters north 
of Japan, cutting across the sealanes 
which give Soviet warships access to 
the Northwest Pacific. On 4 
November, the Midway joined up 
with the carriers USS Carl Vinson 
and the Enterprise, which were 
steaming north from the Philippinés 
up the east coast of Japan into the 
waters north of Japan’s northerh- 
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tan, and a naval confrontation off 
Soviet waters as the Midway covers a 
search for a black-box data recorder of 
a commercial airliner shot out of the 
sky. And though the ship's officers in- 
sist they “dream these episodes up 
from newspaper accounts" they 
nonetheless illustrate how the political 
climate the Midway operates in is used 
to generate a keener sense of morale 
and pace of training. "You can see it [a 
more professional attitude] in every- 
thing,” a boatswain with 15 years in 
the navy commented. “There’re less 
tatoos, less foul language and tension 
— апа the ship's operations are 
sharper.” 

Some officers say a revival of the ser- 
vice’s traditional pride and elan is 





navy-wide, reflecting the deeper shift 
in American attitudes after the Iranian 
hostage crisis crystallised the coun- 
try's new defence mood. At about the 
same time, there was strong support 
among navy enlisted men to restore the 
traditional American seaman's uni- 
form of bell-bottom trousers, jumper 
and “dixy cup” canvas hat 

Early in the 1970s, this 19th-century 
costume was gradually replaced by the 
chief petty officer's jacket and tie, an 
egalitarian reform designed by its ad- 
vocates to reduce the symbolic barriers 
between officers and enlisted men 


Now reformism itself is discredited by 
association with what the navy views 
as its post- Vietnam War decline 

The Reagan reforms areno less a sign 





The Midway's landing deck: limited hangar space. 











most main island of Hokkaido. The 
move is designed as a “sea-shield” for 
the US' commercial traffic with its 
Pacific trading partners and for the 
seaborne Alaskan oil which the US 
depends upon more heavily than oil 
from the Middle East. 

» In March 1985, the Midway began 
participation in Team Spirit '85, a 
multi-service annual exercise with 
the South Korean military which has 
grown under the administration of 
President Ronald Reagan into the 
largest peacetime military operation 
involving US forces overseas. Like 
Annualex and Fleetex, the Team 
Spirit exercises have been beefed up 
to convey an unmistakable strategic 
message to Moscow. 

Although Team Spirit's "threat 
scenario" still envisages an attack by 
North Korea, the exercise has been 
crafted to deny a safe haven to Mos- 
cow anywhere in Northeast Asia, 
since it demonstrates US capabilities 
to project US sea, air and amphibi- 
ous-landing power across the Pacific 
into the Sea of Japan. Official de- 
scriptions of Team Spririt hint at its 
theatre-wide flexibility by emphasis- 
ing the demonstrated "capability to 
deploy a large number of forces over 
great distances" to demonstrate US 
"resolve in support of treaty commit- 
menís in the Pacific region." 

— RICHARD NATIONS 








of the times. The US Navy is “dry,” and 
officers and men content themselves 
with diet Pepsi and orangeade while at 
sea. But under a new regulation, after 
45 days at sea in the Indian Ocean, each 
sailor is issued a ration of two cans of 
beer — a concession to the hardship of 
long months on station in the Indian 
Ocean and recognition that over the 
past three years US seamen have aver- 
aged more hours at sea than even dur- 
ing World War II. 


hile morale may be high on the 

Midway, the 40-year-old carrier 
was commissioned in 1945 to fight a 
different war, and today is a white 
elephant on the water — lacking many 
of the sophisticated systems required 
by the “defence-in-depth” of modern 
naval warfare. While most modern air- 
craft carriers accommodate 8t 
warplanes in their tactical airwing, the 
Midway's smaller hangar-deck allows 
it to carry only 65. Moreover, the Mid- 
way and its sister ship the USS Coral 
Sea are the only carriers which still 
embark F4 Phantoms, while the more 
modern F14s fill out the airwings of the 
rest of the fleet. 

The limited hangar space also pre- 
vents the Midway from taking on 
board the S3A Viking anti-submarine 
jets, standard equipment in the rest of 
the fleet, which fly 200 miles away in 
front of the battle group to detect sub- 
marines. Moreover, diesel-powered 
carriers are not only slower than nu- 
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which takes several hours as often as 
every second day. 
It may seem incongruous, at the very 
least, that the the only carrier based 
abroad as the n of American 
power should also be the oldest and 
most obsolete in the fleet. But the 
charmed life of the Midway tells the 
story in a nutshell of the US Asia po- 
licy, and the compromises of alliance 
management. 

The US naval build-up triggered by 
the Vietnam War first renewed the 
Midway's lease on life by deferring 
plans to decommission the carrier in 
1965. Instead, the ship underwent a 
five-year modernisation programme 
which increased the flight deck from 
2.8 to more than four acres; added two 
C13-1 catapults enabling it tọ land air- 
craft one-third heavier than before, 
and updated the ship's electronic 
package. 

But by the time the Midway arrived 
at Yankee Station off the coast of what 
was then North Vietnam in April 1971, 
the naval build-up which brought it 
there was already in reverse as then 
president Richard Nixon set in motion 


Indochina. Ironically, the Nixon Doe- 
trine gave the Midway a new career in 


commitment to use seapower to back 
allies in Northeast Asia — allies which 
were increasingly coming to question ` 


guarantee. 


t the time it arrived іп Yokosuka, 

the Midway was far from a state- 
of-the-art aircraft carrier, then repre- 
sented by the nuclear-powered USS 
Enterprise, commissioned in 1965. But 
the diesel-powered warship was polit- 
ically acceptable to Japanese anti-nu- 
clear and pacifist opinion. Moreover, 
however obsolete the over-built and 
over-armoured carrier, once it settled 
in Yokosuka it attracted several 
thousand Japanese mechanics, en- 
gineers and craftsmen who built a life 
around maintaining the Midway and 
are now teaching a new generation of 
apprentices to respect the "40-year- 
old-lady” as “part of tradition." 

"We benefit from the Japanese work 
ethnic,” the carrier'sexecutive officer, 
Capt. William Hood, said commenting 
both on the high standards of the Mid- 
way's maintenance, as well as the sense 
among Yokosuka residents that the old 
carrier is something of a local fixture. 
This is ironic, since the Midway was 
designed in 1943 as Washington's ulti- 
mate answer to the threat of kamikaze 
warfare in the Pacific. 

If the Midway has achieved a niche 
in Japanese life, it also suffers from the 
rigid restraints of a densely populated 
society, which’ places severe Шта 
tions on the “Midway's орен 








ава nst the US 

of such facilities as Atsugi: Naval Air 
station, four hours from Tokyo, where 
the Midway's fighter wing of two 
Phantom squadrons practise while the 
Midway is in port. 

At the US Air Forge base at Kadena 
in Okinawa, for exdfpple, jet engines 
are not started befor@\7 a.m., nor after 
10 p.m. And thoughhe US Navy is 
pressing the Japanesg to find new 
facilities for night flying and "bounc- 
ing" exercises — essential to the con- 
tinuous training required to maintain 
nàvy pilots precision-landing skills — 
the Midway's air wing now flies reg- 
uarly to Clark Airfield in the Philip- 
pines for virtually unrestrained bomb- 
ing and flight operations. 

The long-standing compromise be- 
tween Japan's anti-nuclear sentiment. 
and the 7th Fleet's war-fighting capa- 
bilities may be tested by the deploy- 
ment of nuclear-capable Tomahawk 
cruise missiles. Among the Midway's 
nine escort ships, the guided-missile 
destroyers USS Reeves, USS Sterett 
and USS Olendorf are among the class 
of ships designated by the Pentagon as 
possible platforms for the Tomahawk, 
scheduled for. deployment + in the 
Pacific since mid-1984. 

The Tomahawk canisters are visible 
on deck aboard the ships which carry it 
— which observers in Tokyo suspect 
could provide a focus for the long- 
stagnant pacifist movement in Japan. 
Unlike nuclear munitions stowed out 
of sight aboard US'naval vessels, t 
Tornahawk cannisters would strain the 
credibility of the Japanese Govern- 
ment's posture that a particular US 
naval vessel is assumed not to carry 
nuclear missiles since Tokyo had not 
been so informed in advance by Wash- 
ington in accordance with treaty obli- 
gations. 

In the past, Washington avoided un- 
necessarily provoking opposition sen- 
timent in Japan by tactfully deferring 
ship deployments expected to be con- 
troversial: The visit to Japan of the nu- 
clear-powered ballistic-missile “sub- 
marine USS Nautilus was deferred for 
three yeats after then prime minister 
Noboru Kishi was toppled after sign- 
ing à revised security treaty with the 
US in 1960. | | 

But following the confrontation 
with New Zealand's Labour Prime 
Minister David Lange «over. what 
Washington regards asits right tohave 
nuclear-armed warships call at allied 
ports, Washington: may Wwellbelessinà 
mood to compromise with host-coun- 
try politics. Some navy observers be- 
lieve Washington may just deploy the 
cruise missile to Japan-based vessels 
just to "stand on principle" a move 
which would signal an end to the era of 

















compromise the Midway Japanese 
career embodies, 










Malaysian Muslims at prayer: an invigorated understanding. 


out having to join one of 
the existing political par- 
ties 

The al-Arqam group 
which followed is reput- 
edly the strictest “dak- 
wah” community. Its 
men wear Arab-style 
robes and caps in green, 
the colour of Islam, or 
white, for purity. The 
women wear black so 
as not to draw attention 
to themselves. Muslims 
who want to be sure that 
their food contains no- 
thing forbidden by Islam, 


may buy Arqam-made 
bean curd and noodles. 
The Argam community 


even runs its own mater- 
nity home. 

Meanwhile, members of 
the less well known 
“tabligh” (Islamic preach- 
ing) group take one month 
off every year to travel and 
conduct religious classes 





Return and retreat into 
Igious puritanism 
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By Suhaini Aznam in Kuala Lumpur 
he 1970s were to Malaysians what 
the 1960s were for the United 

States, a time for testing existing 

mores and seeking individuality. 

In the wake of the West's 1960s 
liberalism, Malaysian youths took off 
in at least three distinctly different di- 
rections. An initially urban group dis- 
played an insatiable appetite for a uni- 
versal pop-culture. Others took to Re- 
publican-like conservatism, beating 
the drums of reawakened nationalism 
in culture, language and economics, at 
the same time seeking fatter private 
purses. Yet another group turned to re- 
ligion. Among Malay youths, this re- 
ligious revival was to have the greatest, 
most lasting impact. 

An imported religion built on earlier 
layers of animism, Buddhism and Hin- 
duism, the Islam practised in Malaysia 
has been gentle, its teachings accepted 
without question and perhaps because 
of its unchallenged stature, tolerant of 
those who showed greater or lesser re- 
ligious expression. This changed in the 
1970s. 

At home, a few young Malays went 
from reciting the Koran by rote to 





reading translations and interpreta- 
tions of the Koran. Abroad, Malaysian 
students became exposed to Muslim 
student; movements in Britain and 
the US. The combination was an 
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invigorated understanding of Islam 


The new influences initially came | 


from other Sunni Muslims, from 
Pakistan and Egypt. The new-found 
identity with the greater Muslim world 
was heightened by religious ethnocen- 
trism fanned by the Opec's economic 
success and its ability to hold the trad- 
itional Western “masters” to ransom 
After 1978, in a post-Khomeini Islamic 


world, Shia influences from Iranian | 


students gained strength, though 
Malaysian students still practised 
an Islam based on Sunni interpreta- 
tions. 

The village religious teacher perhaps 


lost the most authority in the eyes of | 


the young “dakwah” (proselytising) 
group. “It is not that our old ‘ustazah’ 
[woman religious teacher] failed to 
teach us proper Islam,” explained a 
second-year economics student. “But 
she limited it to explaining the five pil- 
lars of Islam and a few dos and don'ts, 
without explaining how Islam views 
economics, politics, law.” 

The first Muslim revivalist group, 
the Malaysian Muslim Youth Move- 
ment (Abim), was founded in 1970 
Making the careful distinction be- 
tween politics and party politics, 
Abim sought to provide an alterna- 
tive platform for politically aware 
Muslims to express themselves, with- 





as part of their prosely- 
tising mission. Significantly, since the 
opposition Parti Islam was revitalised 
in 1982, it has targeted its appeal to 
these same "young fundamentalists.” 

But while "fundamentalists" has 
negative connotations in the West, 
smacking of extremism, in Malaysia, 
the word describes Islamic purists, and 
their return to an unadulterated 
understanding and application of the 
word of Allah. 

Arguably, 1980-81 may have been 
the only time when fundamentalism 
became à: bad word here. Many Mus- 
lims were shaken when even a few edu- 
cated professionals among them were 
reportedly throwing out TV sets and 


| sofasin an effort to revert to the simple 


style of the Prophet Muhammad's 
days. Sitting on bare floors, sleeping 
on mats and "Arab style" eating — 
four or five from a huge tray of food — 
became fashionable 


akwah communities still strive for 
the simple life. But the blind imita- 
tion of things Arab has slowed down, 
though it is still manifested in lan- 
guage — "ana, anta" (I, you) and 
dress: the wearing of Arab-style 
"jubah" (long robe) for men and black 
robes and “purdah” (veils) for women, 
the latter now banned on campuses 
A number of factors combined to 
make local campuses fertile ground for 
the seeds of Islamic revival to take 
root. Professors from the 1970s recall 
the earliest dakwahs as those who 
seemed unable to cope with the pres- 
sures of urban campus life, and thus 
sought refuge in religion. Arriving 
from the security of small villages, the 
move to "sin-city" Kuala Lumpur, 
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us, many faced competition 
from Indians and Chinese for the first 
These academic rivals are 
acknowledged to be sharper and more 


— aggressive than the self-described “re- 
- laxed" Malay. Cliquish urban Malays 


also gave newcomers the proverbial 
country-mouse complex. Campus so- 


cial life was urban-centred, its student 


dominated by those 


organisations 
academically elite 


from urban or 


schools. Islam gave the rural students а 
` sense of group identity and belonging. 
— More vitally, it gave them legitimacy. 


Today, these needs no longer exist, 
for the dakwah are now secure in their 
numbers. On campus and in the town, 
they no longer feel self-conscious 


_ walking alone, where 10 years ago they 


moved only in the psychological pro- 
tection of large groups. Academically, 
dakwah students are no different from 


- other Malay students, being generally 


equally reticent, as a political science 
lecturer put it wryly. 
Yet parents and teachers worry on 


` another score. Students calling them- 


selves dakwah are getting younger. 
The hardened views they express are 
imitative rather than thoughtful. Abim 
secretary-general Kamaruddin Jaafar 


pointed out that the proliferation of 
‘boarding schools could be a major 


cause of the increasingly young dak- 
wah. Boarding schools were the gov- 
ernment's answer in the 1970s to the 
problem of academic  mediocrity 
among rural children. 

But boarding schools also allow 
children to explore Islam without their 
parents' guidance, warned Kamarud- 
din. A Form One student's decision to 
join his 13-year old classmates in 
forming an "usrah" (Islamic discus- 
sion group) prompted an anxious 
father to seek the aid of religious 
friends — fearing that youthful lack of 


. temperance would only lead to danger- 


ous black-and-white interpretations 
of Islam. 

His fear was not without basis. 
Another distraught father recalled 
how his 15-year-old son had fallen ill 
and died after joining one of the strict- 
er dakwah communities in Pahang. 
The family had had serious reserva- 
tions and an uncle had warned that 
after joining, “the boy would oppose 
the father.” 

Initially, the lad reported being well 
fed and comfortable. But as months 
went by, he began to complain of 
hunger, telling of eating porridge and 
boiled fish, of not being allowed to use 
toothpaste and soap, and of having to 
bathe from cold, fresh water springs in 
the hills. On his last visit home, the boy 
told his mother that he could no longer 
bear sleeping on the hard floor and was 
taking a pillow from home. 

The boy fell ill just days after that. 
No doctor was summoned as his 
friends felt they could best treat 
him with natural medication. The 
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But it is such incidents which make 
parents fearful of the dakwah trend 
sweeping Malay youths. The irony 
would be amusing if the issue were not 
so serious. Where parents had previ- 
ously worried about the influences of a 
“decadent” West, they now worry 
about dakwah activities distracting 
their children from their books, or 
about daughters dropping out 
school to cater to a dakwah husband 
(women students are reportedly indoc- 
trinated to believe that a woman's role 
in life is but to serve the man). 

The more honest also admit to mild 
anxieties about having to adapt the 
family lifestyle to the teachings 
brought home by dakwah children. 
Food must be carefully selected; in 
some cases, they. may only be bought 


of | 
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cannot be touched. 


B: more than the inconvenience 
caused by the string of sudden ta- 
boos, many parents resent the implica- 
tions that they are somehow less than Is- 
lamic. Urban parents are particularly 
vocal in their misgivings on this score. 
For though the first dakwah upsurge 
was a function of rul&l-urban migra- 
tion, the late 1970s dw youths from 
urban homes with Wistern-educated 
parents — sons and daughters of doc- 
tors and judges — sudtienly donning 
the robes and participating at religious 
talks. 

In most cases, dakwah and non-dak- 
wah students do segregate, “but not 
because we feel we are too good for 
them,” stressed one dakwah. Often 
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Кһотеіпі$ irrepressible dash back 
to the days of Muhammad 


The Reign of the Ayatollahs by Shaul 
Bakhash. /. B. Tauris, London. No price 
given. 


n his introduction, the journalist and 
historian Shaul Bakhash recalls an 
image of two cars full of Iranians 
celebrating the departure of the shah 
from Teheran on 16 January 1979, col- 
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Breaking the shah's statue: the tiger turned. 








liding head on at a junction. He re- 
marks that it was an ironic foretaste of 
many collisions to come in the next five 
years. 

I have my own image of the time: an 
animated young Iranian woman jour- 
nalist, wearing jeans and a T-shirt, in 
the bar of the Teheran Intercontinental 
Hotel, passionately arguing the cause 
for the overthrow of the shah in favour 
of Ayatollah Ruhollah Khomeini. 
What about the status of women, 
which, one must admit, had improved 
under the shah's reforms, I asked her? 
“We will have to take the risk. The old 
man won't live for ever and the first 


| priority is to get rid of the shah. Then 


we can deal with other problems that 
arise,” she replied with confidence. 

Ido not know what happened to that 
starry-eyed young woman. To be sure 
she is not wearing jeans and a T-shirt, 
sitting in a bar with men or working for 
the official Iranian newsagency, as she 
was then. 

Her attitude was one endorsed by 
practically every member of the edu- 
cated middle classes one met in the 
period leading up to the overthrow of 
the shah and the return from Paris of 
Khomeini. It was their concerted de- 
termination to be rid of the hated cor- 
ruption of the Pahlavis and their clique 
which was the crucial factor in under- 
mining the regime, rather than any 
popular uprising from the predomin- 
antly peasant population of the coun- 
try. But if ever there was a case of un- 
successfully riding a tiger, the Iranian 
revolution was it. 

Practically the whole of the middle- 
class strata of Iranian life ended up in- 
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embarrassed before the piety shown by | the ignorant or the errar 


the dakwah, yet reluctant to join, the 
non-dakwah withdraws. In turn, the 
dakwah feels out of place at movies or 
pop concerts, if not totally opposed to 
such frivolity. 

And yet, the other reason offered for 
segregation totally contradicts the 
stereotype of the righteous fundamen- 
talist. Being dakwah involves more 
than just donning a scarf, explained a 
vocal dakwah carefully. To lead 
others, one musfMirst be strong in one's 
own convictio "If I mix with non- 
dakwah while my faith is still shaky, I 
might end up throwing off my scarf." 

And dakwah youths take their duties 
very seriously. Part of the rationale is 
almost self-serving: spreading the 
faith is a duty which if not performed 
would mean failing one's religion. The 
other is a genuine compulsion to save 


side the tiger: dead, imprisoned, re- 
pressed or among the half million — in- 
cluding Bakhash himself — who left 
the country to live in exile. For them, 
the dreamed-for short period of Kho- 
meini's domination, which they firmly 
believed would be transformed. into a 
liberal Western-style democracy, has 
turned into a long nightmare. 

Bakhash — who observed the first 
Khomeini year before leaving — has 
provided the best and most com- 
prehensive account of the evolution of 
the Islamic revolution yet available. It 
is drawn partly from his own experi- 
ence, but chiefly from secondary mate- 
rial, some of it not necessarily abso- 
lutely reliable. 

He uses, very properly, the writings 
of Khomeini to demonstrate what the 
man stands for and believes. He relies, 
perhaps too heavily however, on the 
writings of the first transitional prime 
minister, Mehdi Bazargan, and the ill- 
fated first president of revolutionary 
Iran, Abol-Hasan Bani-Sadr, for fac- 
tual input, since both have vested in- 
terests in presenting their role „іп 
events 


A one does shudder at source 
notes such as "from a leaflet in the 
author's possession quoting a Kho- 
meini interview with the BBC," or sim- 


ply The Guardian or The New York | 


Times. It worried me not to know who 
wrote the leaflet and why the author 
did not seek a transcript of the inter- 
view from the BBC, or who wrote the 
newspaper 
sources were. 

But these are small matters. By and 
large, in view of the lack of primary 
documentation and the impossibility 
of getting at it if it exists, Bakhash has 
put together as complete an account 
of the events from 1979-84 as is pos- 
sible. He has also managed to record 
very clearly how Khomeini, over à 
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articles and what their | 





| when Khomeini actually started to 





| to join his friends. Sceptics believe that 


| and interests of men — a sort of male 


place for us so we don't havetofight," 7 
said a social science undergraduate. As 
to the dress, which some regard as re- 
strictive: "I feel sorry for the men be- 
cause even if they lower their gaze [as 
required between the sexes in Islam], 
they still see bare legs or more on those 
who insist on wearing skirts. It is up to 
us not to tantalise and invite sin." 
An American visiting Malaysia re- 
cently remarked that Islam seemed a 
harsh religion for the stereotyped 
“gentle Malaysians.” But for the “gen- 
tle Malay” in particular, Islam might 
provide the discipline needed to face 
these competitive times. Withdrawal 
alone may not have been the motive 
when the first rural students turned to ] 
Islam. Instinctively, self-preservation 


nt. Ог 8 
this is a sense of righteousness which 
“has eroded the more tolerant “live and 
let live” attitude of the pre-1970s — 
not only on campuses, but, since more 
than 10 years of graduates have joined 
the workforce, wherever large concen- 
trations of young Muslims gather 

For many Muslim youths, peer pres- 
sure continues to be the initiating 
point into the dakwah movement. Em- 
barrassment at being thought some- 
what less than a good Muslim, or even 
guilt, would encourage a non-dakwah 





men have an added impetus. The “sec- 
ular” women especially, see dakwah 
social mores as serving the comforts 





chauvinism legitimised by religion. may have prompted the move — 
Dakwah women chafe at this: "Islam | answering an unconscious yearning 
treats women with dignity. Islam has a | for strength п 

































period of some 20 years, set out 
his intention and carried it out. 

Khomeini's objective was 
simple if audacious: to replace 
the Iranian monarchy — as 
alien to Islam — with an Is- 
lamic republic based entirely 
on the ummah or community 
founded by the Prophet 
Muhammad in seventh-century 
Arabia. One of the extraordinary 
things about the Iranian revolution 
was that, despite the fact that this 
is what Khomeini said and wrote 
for years, when it came to the 
event, many — including some of his 
closest followers or hangers-on, such 
as Bani-Sadr — were taken aback 
implement it to the letter 
law 

The middle classes and some of the 
religious or semi-religious expected 
there would be compromise and that 
some form of updated, 20th-century 
secularised state would result, even if 
it had strong Islamic elements. But | 
Khomeini meant what he said. He also 
meant what he had writ- 
ten years before: that if & 
there was a single, out- 
standing religious figure 
with knowledge of Islamic 
law and a sense of justice, 
then leadership should be 
vested in him and *his re- 
gency will be the same as 
enjoyed by the Prophet in 
the governing of the Is- 
lamic community and it is 
incumbent on all Muslims 
to obey him." 

No prize for guessing 
who he had in mind and he 
could not have said it more 
clearly than that. But even 
so, when it came to it, 
Bani-Sadr and the other 
Iranian _ equivalent. of 


of the | 


| 
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Khomeini; Bani-Sadr: Muhammad's constitution. 













‘other things should not have | 
as any surprise: the emergence of 
lergy as political leaders and the 
roots support the revolution re- 

ed from the peasants. For years the 
avis, father and son, had sys- 
matically and brutally wiped out op- 
ition and suppressed dissent. There 
fas only one place left in Iran where a 
an could address a gathering and ex- 
S ideas not sanctioned by the 
one or the Savak secret police: the 














ined in its reac- 
tion. Khomeini himself, though openly 
preaching treason, was merely sent 
into exile. The underestimation of the 
man and his message is, in retrospect, 
amazing. A few other cleries were 
jailed and at least two died under in- 
terrogation. But the regime drew the 
line at open confrontation, presumably 
because of its fear of the forces it might 
unleash. This allowed the ayatollahs to 
exercise enormous, if surreptitious, in- 
fluence and to emerge as potential 
leaders. 





E The regi ле did | ot like it of ‘course, 
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sque. At Friday prayer meetings all The fact that one day after the pro- 
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assucha su se to those understand- 
ing Islam: The faith of the peasantry 
and urban poor, unlike that of the mid- 
dle and upper reaches of society, was 
undiluted by contact with outside, 
non-Muslim influences. The peasantry 
was fundamentally &puritanical and 
suspicious of, and Һе to, the mod- 
ernism growing up їп е towns. Islam 
is a creed with great Appeal to the op- 
pressed. . 






he retribution meted out by the in- 

stant Islamic courts was a result, in 
great part, of the exploitation by land- 
lords, the suppression and brutality of 
the regime and the perceived immoral- 
ity of the modernists. The fact that it 
got out of hand is a testament to the 
corruption of man by power. The 
parallels with the Fr rench revolution in 
both the deserved retribution and the 
excesses are striking. 

The fact that even Khomeini could 
not immediately control the forces he 
had loosed is well set out by Bakhash. 
The power of the local committees was 
insurmountable before it was even ob- 
served. Most of the 300,000 rifles, sub- 
machine-guns and light arms seized 
from military arsenals when the army 
decided not to resist the revolution, fell 
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into the hands of the young Revolu- 
tionary Guard and made it an almost 
unchallengeable force. 

Bazargan, the old-time liberal mod- 
erate who had — almost miraculously 
— survived Savak's killing instinct, 
was already 72 when he came into of- 
fice and could not cope. “The commit- 
tees are everywhere and no one knows 
how many exist, not even the Imam 
himself," Bazargen wrote. The com- 
mittees and the #qually uncontrolled 
revolutionary rts, he said, were 
creating an atm@sphere of instability, 
uneasiness and,fear, “turning our day 
into night.” 

Bazargan, though a devout Muslim, 
tried to exclude the clerics from his 
provisional government, aiming for 
the creation of a secular state adhering 
to basic religious tenets. He failed. The 
religous, under Khomeini's protective 
umbrella and driven on by fundamen- 
talist Mohammad Beheshti, formed the 
Islamic Republican Party (IRP) which 
was to become — and remains — the 
dominant power in Khomeini's Iran, 
against which liberal democrats had 
no defence. 

The rest of the story is really a recital 
of how Khomeini adeptly learned to 
play the forces he had unleashed, en- 
couraging them here, drawing them 
back there, never confronting them, al- 
ways able to step aside and give the im- 
pression that others were responsible, 


Indonesian women in traditional dress: no single model. 
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allowing any 
trend to go very far away from his ob- 
jective. 

In the process, he allowed the stu- 
dents to hold the US Embassy hostages 
but never got personally involved; he 
allowed the IRP to bring down Bani- 
Sadr and drive him out of the country; 
he allowed the revolutionary courts to 
carry out appalling purges after the 
leftists — in June and August 1981 — 
assassinated not only Beheshti but 
Bani-Sadr's successor as president, 
Mohammad Ali Rajai, prime minister 
Mohammad Javad Bahonar and police 
chief Hushang Dastgerdi, with two de- 
vastatingly well-placed bombs. 


akhash suggests that it was only 
the use of terror at this stage which 
prevented a popular anti-clerical up- 
rising. He does not seem to consider 


| that perhaps there was no support for 
| it. The fact is that in the election for a 


new president to replace Rajai, the vot- 
ers chose the IRP candidate, Ali 
Khamenei, rather than the more mod- 
erate Mohammad Reza Mahdavi-Kani, 
chosen by Khomeini as interim prime 
minister. And all this while, Iranian 


youth were being sacrificed in defence 
of Khomeini's republic in the inter- 
Islamic war with Iraq, with no report- 
ed backlash. 

There is good evidence to suggest 
that, despite all the bigotry, terror and 


the importance of 
education i in help- 
ing to emancipate 
women. Debbie 
 Gerner's essay, 
Roles in transition: 
the evolving po- 
sition of women 
in Arab-Islamic 
countries, is a good 
short account of 

. the history of ear- 
ly feminism in 
the Arab world. 
Through useful 
education and em- 
ployment statis- 
tics, she shows the 
| rhea d їп 
the male-dominat- 

ed Arab societies 
today. Only Egypt 





is exceptional in 


rately define such political concepts that large numbers of women are in 


as feudalism. She is brave to p 
female oppression in a much broader 


the workforce. Basic political rights 
such as suffrage are denied women in 


. political context, but to do so de- | nearly all the Gulf countries and 
d greater understanding of the | Saudi Arabia, so the recent develop- 


o To desctihe, i fo 
- dent Zia-ul Haq of Pakistan, as. 
another feudal ruler, is a glaring 


r example, Presi- 


processes than is apparent | ment of women’s higher education 
. remains a contradiction. 


Hussain in her essay The viidigi 
of women in the national develop- 


simplification of a far more complex | ment of Pakistan shows how Zia's re- 
alliance: between the military, the | gime has in fact taken the women's 


bureaucracy, the ullema and the| movement 


United States. . 
Мапу of the authors concentrate 
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|| women participa 


` movement against the British and 


backwards. Although 
ted in the freedom 


1 





А ing one single model for female roles 


ee | 


lack of civil liberty, the bulk of the 
Iranian people support the Khomeini 
brand of Islamic republic. The reasons 
are historical, ethnic and religious. 

Iranians are non-Arab Shias whose 
country ajoins a mass of Arab Sunni 
countries. The revolution them 
land reforms at home and the opportu- 
nity in the wider context to see them- 
selves as the world's leading anti- 
imperialists and Muslim idealists 
Perhaps most fundamentally wept 
away the old social order and provided 
upward mobility for the peasantry for 
the first time in history. It is this open- 
ing up of opportunity which gives the 
revolution its continuing strength 

For these reasons, L agree with Bakh- 
ash's conclusion that the Iranian rev- 
olution is probably less exportable 
than was at first feared by others. Kho- 
meini's claim to be the leader of all 
Muslims, Sunni and Shia alike, does 
not endear him to Sunni communities 
Iran's Aryan people are not well suit- 
ed to be role-models for Semitic na- 
tions. 

Most importantly, the Islamic rev- 
olution in Iran was just that: a revolu- 
tion by the Iranian masses against the 
existing regime. Whatever grievances 
some other people may have, it is dif- 
ficult to find a similar situation to that 
which threw the “ King of Kings, Light 
of Lights" out of Teheran 

country in its 


— MICHAEL MALIK 
: ar a 
5 р. 
lamic system borrowed from Saudi 
Arabia and preached by the military 
and the ullema to ju their domi- 
nation, has returned women to the 
veil and the four walls of their house. 
There are further sociological and 
anthropological essays on Muslim 
women in Malaysia, Tunisia, Egypt 
and Sudan. They demonstrate both 
the vast differences in culture and so- 
cial milieu throughout the Islamic 
world and the impossibility of form- 


gave 






























in Islamic societies. Many of the pre- 
judices, prohibitions and cultural 
norms practised to keep women down 
have no Islamic precedent, but have 
evolved either through the complex 
intermingling of religions, races and 
cultures in these countries or have 
been inherited from a pre-Islamic 
past. Such is the case of the Malay 
woman’s seventh-month pregnancy 
ceremony described by Heather 
Strange. 

One wonders why in these collec- 
tions of studies on women — now a 
major growth industry in the pub- 
lishing world — writers on Muslim 
women do not include the role of 
Muslim women in India. For it is 
there that one of the largest Muslim 

populations in the world lives , offi- 
cially at least, in a vv: secular envi- 
ronment, 
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Asia develops 
the drug habit 


or most of Asia, poor or affluent, the drug business is 
E flourishing. Sales of. pharmaceutical products are 

growing at a fast pace and projections are for even 
"higher growth rates. At present, Asia (excluding indus- 
trialised Japan) is the world's fourth-largest pharmaceuti- 
cals market — and Japan itself is the second-largest, fol- 
‘owing Europe and North America. 

And industry analysts estimate that developing Asia will 
overtake Japan by the year 2000 to become the second- 
largest market — only 5% smaller than North America. By 
then, they say, developing countries will account for more 
than 36% of the world's market from the current 25%. (The 
world market is now estimated to be more than US$80-100 
billion a year.) 

In the poorer countries of the region, such as those of the 
Subcontinent, where health 
expenditures are less than 1% 
of gross national product (or 
around US$1 per head per 
year,.compared with some 
US$200 for Japan), there is 
enormous scope for expansion 
of cheaper and common dis- 
easesqombatingsdrugs in the 
ruraimilareas while urban 
centresswill continue to be 
highly’ receptive to more ex- 
pensive preparations such as 
diet pills, stimulants and 


ON OTHER 
PAGES 


The Market 46 
The Industry — 48 


Policies —— — ——— 55 

Problem Drugs — 56 

Country Profiles: 
Japan ——— —- 59 
China — —— —— 60 
Indie c 21 


FAR EASTERN ECDNOMIC REVIEW e 11 APF 


Refugee children; the world's oldest man, Japanese Shigechiyo Izumi. 














and old are market targets. 


depressants, vitamin combina 
$ tions and tonics 

In relatively affluent East 
Asia (apart from China), the 
problem is one of over-supply 
from a health point of view with 
consumers who are in the habit 
of pill-popping for any discom- 
fort. The markets, however 
continue to be lucrative as 
standards of living rise and 
people age. In Japan, drug com- 
panies are looking to an aging 
population to provide a promising market for anti-arthritic 
drugs and other medication for old-age diseases 

But despite huge advances in medicine and its growing 
availability in poor countries through the increased pro- 
duction of generic (non-proprietary) drugs and govern 
ment efforts (in varying degrees) to improve health, large 
numbers of the impoverished die from common infections 
such as malaria, intestinal diseases and tuberculosis 
Many of the diseases in the poor regions can also be pre 
vented or reduced by balanced, adequate nutrition and 
sanitary living conditions. Malnutrition continues to be a 
widespread problem in the rural areas of the Subcontinent 
and Southeast Asia. 

Many countries in the region have no allocatior 
for developing a pharmaceuticals industry of their owr 
Where there is an industry, it mainly consists only of for- 


or plans 


This FOCUS was written by Elizabeth Cheng in Hongkong, with 
contributions from Nancy Langston in Peking, Hikaru Kerns in 
Tokyo, Paul Ensor in Seoul, Carl Goldstein in Taipei. Jayanta 
Sarkar in Calcutta, S. Kamaluddin in Dhaka, Manik de Silva 
in Colombo, Mohammed Aftab in Islamabad, Paisal 
Sricharatchanya in Bangkok, Jose Galang in Manila, James 
Clad in Kuala Lumpur and A Correspondent in Jakarta 
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packaging. Insome countries, thelack of cap-. 
re es acts dgainst the production of raw materials’. 
h of which requires sophisticated and quality-sensi- 
/nthesis and fermentation). In others, the economies. 





cale are the discouraging factor. Although Japan and 
ina export some processed raw materials, Italy and a 
ber of other European countries are a major, relatively 
p source. International companies with the know-how 
d resources are reluctànt to manufacture raw materials 
sia, citing the loose patent laws in some areas and gov- 
ттеп inclination to nationalise in others. 

Patents are à sensitive subject for international com- 
jes and governments of developing countries alike. 


earch and development can be fully recouped only 
ugh patent protection which allows the company to de- 
"mine. prices according to what the market will bear. 


health of the people is an essential human need and 
erefore should not be monopolised by any commercial 
'Oorporation. Many countries in the region support the 
oduction and sale of significantly cheaper generic 
rugs even if some of these are cópies of patented formula- 
S. ^ 

he United States; where most of the world's major 
ug companies are based, patent protection. has been step- 
d up, but at the same time the production of generics has 
been further en- 
couraged. In Sep- 
tember 1984, the 
US Congress 
passed legislation 
allowing generic 
manufacturers 
to file "abbre- 
viated new drug 


ASIA'S DRUG MARKETS 
{Trade and production, 1983) 


f imports | Exports | 


igladesh 
hina 


drugs on which 
patents have ex- 
pired. This would 
cut out the need 
(as required 
under the old 
law) to repeat the 
safety and effec- 
'eness testing already done by the original patent-holders. 
The bill has also. satisfied brand-name manufacturers 
о had complained about the length of time taken by the 
Food and Drug Administration (FDA) to approve a new 
oduct for the market. With the FDA taking up to 10 years 
give its approval, the drug would be left with only seven 
of patent life. (Drug manufacturers rush to patent a 
uet. assoon as it is discovered: patents normally run for 
ears.) The new law will restore up to five years of z 
gtime to a patent term, giving a new product up to 2 
s of protection. 
Many countries in, Asia respect these patent laws 
ugh generic copies. continue to slip through. There 
| plaints about dilution or the use of 
ial in generic drugs since most of 





al 1903-04. 
Шаг value unavailable, volume 48,000 tons. 



















arem 
sian and European: countries. For instance, one’ of 
the latest drugs used to combat. stomach ulcers, Tagamet 
(made by Smith Kline & French) sells for about HK$12 
(US$1.54) a tablet in Hongkong while generic copies made 
by various Taiwan companies, are. available through 


iul year's treatment; that:could mean ‘a-saving of nearly 
56,000. Many patented antibiotics are also available in 
їс form. 


g companies argue that the vast sums of money spentin . 


vernments in Asia which suffer constantly from a short- “ | 
e of funds counter that medicine to save life and improve : 


applications" for : 


utable companies in а number 


doctors for a third of that-price. For a patient requiring a’ 




























¿which аге available in cheap , generic forms) in an at- 
tempt to make drugs more widely available to the needy. 
Meanwhile, government regulation and supervision of the 
drug business have become increasingly important due to 
isolated instances of 
doubtful-efficaey drugs by international 


pines have been trying 
Organisation to formulate a list of essential drugs (most of 





"dumping" of sub-standard and 
mpanies. Gov- 





THE MARKET ; 
Increasing doses. 
іп а scramble — 
for sales 


he Asian pharmaceuticals market (worth more than 
T US$20 billion.a year) is booming, bucking the reces- 
, sionary trend that has affected many other economie 
sectors in the past two years. Sales increases range up to 
40% a year and in some. product lines even more. The 
largest Asian market is undoubtedly. Japan, where turn- 
over is estimated at some US$16 billion a year. Although 
growth has slowed down to around 10% a year, the momen- 
tum is expected to be sustained by a rapidly aging popula- 
tion — the proportion of those aged 65 and above will ac- 
count for some 16% of the Japanese population by the end 
of the century compared with 8% in 1983, and those aged 45 
and above alr eady account for 32%.South Korea and India 
each has a market estimated at US$1 billion. . 
In areas where free competition is possible, promotional 
efforts account for for.a substantial apur tion of sales income. 


ES 





A pricing policy 
that’s hard to 
swallow 


any of the drugs sold in countries such as the 

Philippines, which has to import about 95% of 
its raw materials and where the pharmaceuticals in- 
dustry is dominated by units of international firms, 
tend to be more expensive there than similar drugs 
elsewhere. A case study conducted by a doctor with 
the University of the Philippines' College of Medicine in 
1976 found that the multinationals. Bristol-Mead 
Johnson and Beecham, for example, were buying am- 
picillin at US$177.47 and US$251 a kg respectively from 
their parent companies while locally owned Doctors 
Pharmaceutical was paying US$81. 38 on the. open mar- 
ket. 

The study noted that ampicillin i in the Philippines was 
365% more expensive than in Malaysia, 260% more ex- 
pensive than in Papua New Guinea and 300% more ex- 
pensive than in the United States. “No wonder. that 50% 
of our expenditure ow health care goes to phar 1 
cals because we have some of the’ highestip, 
medicines in the world," the doctor said. | 

A number of governments have attempted 
practice, known.as үш pricin " y imposing con- 


























ernment supervision on the whole leaves room for improve- 
ment, however. 

All the world's leading drug manufacturers are repre- 
sented in Asia either as joint ventures or full subsidiaries. 
Foreign firms have the lion’s share of the retail market in 
most Asian countries where they are also substantially in- 
volved in manufacturing. And Japan, as the only developed 
country in Asia, has a well-developed pharmaceuticals in- 
dustry which is seeking to internationalise further to re- 
duce its dependence on the domestic market. Although not 
much of a threapyet in the top end of the market, Japanese 


ies generally tend to spend more than 
their Western, counterparts on advertising and promotion 
to the extent of 30-40% of sales. While there are no overall 
figures for a market breakdown of drug categories, indus- 
try sources note that the most lucrative include antacids, 
analgesics and antiseptics. Vitamins and health tonics 
probably account for one of the highest volumes, and in 
places where there is no price control, such as Hongkong, 
some vitamin preparations are retailed at 200% over their 
wholesale price. 

In South Korea, where the nation’s 13,000 or so phar- 
macies — one for every 1,495 people in 1982 — are the main 
source of medicine and medical advice, and where there is 
little control over distribution, competition often gives rise 
to severe price-cutting, forcing many small businesses into 
bankruptcy. Not long ago, 31 pharmacies received pack- 
ages in the post each containing a live snake and a threaten- 
ing letter. The packages were traced to the vice-president 
of the Pusan Pharmaceutical Association, who claimed he 
had sent them in a desperate attempt to stop price under- 
cutting by large pharmacies. 

Pharmaceuticals have traditionally been à speculative 
business in South Korea. Companies come and go, and 
many are very small. Of the 10 largest drug makers in 1960, 
only two still exist, and of the 281 producers, 264 employ 
fewer than 300 workers. Market growth averaged 30% 
in the 1970s but has since lost steam and is expected to grow 
by 10-20% through this decade, Around 40% of the popula- 
tion is covered by insurance, and the government hopes to 


trols on the prices of raw-material imports, with varying 

of success. Partly acting on a 1979 World Bank 
report on the viability of pharmaceuticals production in 
Bangladesh, the government directed that all firms must 
import raw materials on internationally competitive 
tenders from reputable firms, and it regularly vets 
manufacturers’ product costing. As a result the prices of 
some drugs have fallen (but they are still high when 
compared to the income of the nation). 

The World Bank study team found that most essential 
drugs could have been imported at much lower cost than 
the local manufacturers’ prices. This was borne out by 
trade figures during 1979-80 which showed that local 
subsidiaries and licensees of international companies 

„Paid their parents more than the market price for raw 

, materials. Buying or importing them at higher costs 
transfers profits directly to the parent. Drug companies 
have argued that buying raw materials from their par- 
ents ensures that the goods meet with the companies' 
quality-control requirements. 

In India, several drug companies recently have been 
asked to return their “unintended profit" after the In- 
dian Parliament became incensed over alleged wrong 
pricing of rifampicin (an anti-leprosy, anti-TB drug). 
The National Drug and Pharmaceuticals Council last 
August submitted a report which targeted 95 out of 260 
bulk drugs and formulations for price control. The gov- 
ernment is expected to review the drug-pricing situation 
shortly. 

Transfer pricing aside, marketing and advertising, 

‚апа, to a certain extent, research-and-development 
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companies are seen as potentially aggressive competitors, 
willing to spend huge amounts on advertising to win a mar- 
ket share. 

China, meanwhile, is beginning to make a name for itself 
as an exporter of bulk drugs and modern herbal prepara- 
tions. Its market remains by-and-large closed to foreign 
drug products, though in some specialised areas huge 
quantities of finished products have been imported. A 
couple of well-known international companies have set up 
joint ventures in the country but these are mainly there to 
make drugs for export. п 





have 60% covered by the end of the decade. Under the sys- 
tem, patients can receive a 50% rebate on medicines ob- 
tained in hospitals and clinics. 

But this has not brokénithe habit of popping into a neigh- 
bourhood pharmacy Where virtually any drug can be 
bought over the counter. People rely on the advice of the 
pharmacist or recommendations from friends and family. 
This system of treatment by purchase has been a factor in 
the huge growth of the South Korean pharmaceuticals 
market, leading most observers to agree that drug con- 
sumption in the country is too high. Advertising plays an 
important role in gaining a market share, with 15% of all 
advertising revenues in South Korea coming from pharma- 
ceutical companies. 


any developing countries now make a variety of 
M oes used drugs and their raw materials 
which are sold at more competitive prices than 


those of brand-name companies. International suppliers' 
grip on Asian markets has also been loosened by govern- 


FOREIGN COMPANIES' SHARE OF 


E PHARMACEUTICALS RETAIL MARKET 
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cost, also contribute a great deal to the high price of a 
brand-name product. As a member of the Philippine 
National Assembly pointed out recently, an antibiotic 
that sells for P 18.40 (99 US cents) under one brand name 
can sell for P93 under another brand name, which is 
usually better promoted. 

The pricing problem takes a different tack in In- 
donesia where a government price list is issued twice a 
year, tending to give companies an excuse to raise prices 
every six months. This has often resulted in hefty 20% 
price increases each year. One drug expert says high 
prices and over-consumption (stimulated by aggressive 
promotion and physicians’ tendency to over-prescribe) 
are becoming a big problem. 

The question most often asked by consumers is whe- 
ther they are paying a fair price for a drug much in need, 
taking into account the cost of production and delivery. 
But to the supplier, a fair price is usually what the mar- 
ket can bear — which can have little relation to basic 
costs. 
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Dispensary in Pakistan: regulation needed? 


ment regulations and slack patent protection, either as a 
result of policy, as in Taiwan and Bangladesh, or inade- 
quate law enforcement, as in India and the Philippines. 

As a newly industrialising country, Taiwan has access to 
high-technology resources and funds that give its manu- 
facturers an advantage over other producers. Taiwan pro- 
duces and exports a wide range of antibiotics and antacids 
which are often only one-third the price of similar brand- 
name items. It is one of the markets in Asia that consumes 
more locally produced drugs than foreign ones. Others in- 
clude Indonesia, Thailand, Malaysia, South Korea, India, 
Japan and, of course, China. Bangladesh, with its new drug 
policy, has managed to trim the market share of foreign 














` from the virtually com- 
plete control they had a 
few years ago. Until the 
new drug legislation 
came into force in 1982, 
drug companies had re- 
ported sales increases of 
some 100% a year. 

The Philippines is the 
most accessible to drug 
imports. Even with 
foreigh-exchange con- 
straints, the market po- 
tential is estimated at P6 
billion (US$324.32 mil- 
lion), with sales last year 
reaching P3.3 billion. 
But in the short term, 
loans will dictate where 
drug supplies are 
sourced. For instance, 
two loans from the Unit- 
ed States and Australia (secured in the recent foreign- 
exchange crisis) which may be used for importing drugs 
specify the sourcing of purchases. 

Where enforcement is slack, dumping of sub-standard 
drugs can occur. Malaysia's Deputy Health Minister 
К. Pathmanaban recently warned of growing illegal 1m- 
ports and the dumping of poor-quality drugs. New regula- 
tions promulgated in Malaysia last year to control the 
manufacture and sale of drugs have yet to be widely en- 
forced. The market is estimated to be worth more than 
M$300 million (US$117.19 million) and industry sources 
expect sales to generate more than M$600 million by 
1990. п 












THE INDUSTRY 


Asia attempts to move up 


from pill-packaging 


dustry is limited to mixing dosage formulation, 

packaging and repackaging. Large-scale produc- 
tion of bulk drugs is difficult because it requires scientists 
trained in organic synthesis, chemical engineers and 
sophisticated plant. On top of that, production must also be 
economically viable. The production of antibiotics and a 
number of important chemicals (such as citric acid, amino- 
acids and enzymes), for example, requires high-technology 
and capital-intensive fermentation tehniques. Even where 
there is sophisticated technological input, it has been 
largely introduced by big, foreign dru manufacturers 
either on a joint-venture or wholly owned basis. 

Among Asean countries, Indonesia is the most sensitive 
about foreign domination of its industry and market. Most 
of the drugs available are manufactured locally, yet 90% of 
medicinal raw materials are imported. Only a handful of 
plants, largely subsidiaries of major American and Euro- 
pean pharmaceutical companies, produce some raw mat- 
erials. An awareness of this situation has prompted Jakarta 
to pressurise foreign firms into more upstream activity. 
While foreign companies were required in the early 1970s 
to produce at least one new raw-material input in 10 years, 
now any new foreign investment has to include plans for 
integrated manufacturing of raw-material products and 
capability to develop new drugs. 

However, since the government has failed to specify the 
quantity to be produced, companies are able to get away 
with producing only a few kg of raw-material items, indus- 
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Ww ith few exceptions, the Asian pharmaceuticals in- 


try analysts say. A reluctance 
to spend money on market 
development plus the large 
amount of capital needed 
have stymied the expansion of 
the raw-materials industry. 
Since the third five-year plan 
(1978-79 to 1983-84), the gov- 
ernment has been trying to 
rationalise the supply and use of drugs with emphasis on 
the production of essential drugs based on a World Health 
Organisation list of 220 therapeutic and prophylactic 
agents which cover most health problems. Since 1979, gov- 
ernment-owned drug companies have begun producing es- 
sential drugs required by public health centres and hospi- 
tals at low prices. 

As in Indonesia, the drug industry in Thailand has made 
strides over the years, with the government's active help, so 
that today locally produced drugs dominate the market. 
But most basic raw materials are still imported, apparently 
owing to insufficient economies of scale within the country. 
There is marginal production of certain antibiotic inter- 


| mediates — though this is expected to rise in the coming 


years. Of the 189 registered manufacturers, some 10% are 
wholly owned subsidiaries of multinational corporations 
(from Western Europe, the United States and Japan) or 


| joint ventures. 


Other Asean members have only fledgeling pharmaceuti- 
cals industries, and therefore depend on imports for most of 
| their needs. The industry in the Philippines, for example, is 
often described as merely an importing, compounding and 
packaging industry. Most of the local manufacturers are 
subcontracted by foreign drug companies which do not 
have plants in the country. 

For instance, United Laboratories, which had 2796 of the 
market turnover of P3.3 billion (US$178.4 million) in 1983, 





has either joint ventures or licensing arrangements with 
such foreign firms as Imperial Chemical Industries (ICI) 
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British Pound and Swiss Franc Optio: 


The Best 








Are Now at the CME— 





= The Chicago Mercantile Exchange 
has two new ways to help manage 
foreign exchange risk more effectively 
— options on British pound and Swiss 
franc futures. They're innovative con- 


tracts that share a distinguished lineage. 


A RECORD OF SUCCESS 


In 1972, the CME traded the first 
financial futures contract ever — cur- 
rency futures. Since then, the CME 
has established an unmatched record 
for developing deep and liquid cur- 
rency markets. In 1984, currency 
futures trading volume at the CME 


totalled a record 13.8 million contracts. 


Last year the CME introduced its 
first currency option — on Deutsche 
mark futures — with great success. 
Over 725,000 DM option contracts 
traded at the CME in 1984, making 
it by far the most active DM option 
on any exchange in the world. At 
the same time, trading in CME DM 
futures increased 127% to 5.5 million 


Deutsche Mark Options 
n) Volume and Open Interest 






9% 
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1984 
m DM options = = «DM options 
monthly month-end 
volume" open interest? 


* DIM options began trading on Jan. 24,84 


contracts, demonstrating that a side- 
by-side market for futures and options 
enhances liquidity in both contracts. 


REALISTIC PRICING 


Every institution with currency 
exposure understands the relationship 
‚ between the spot market and forward 
`` contracts. A similar, demonstrable 


ere Financial Futures Be 


relationship exists between CME cur- 
rency options and these markets, assur- 
ing effective options price evaluation. 
The options are based on CME 
futures, which in essence are 
exchange-traded forwards. So futures 
and their options are affected by the 


` same pricing parameters that govern 
.. forward contracts. 


PRICE RELATIONSHIP: 
Deutsche Mark Spot, 
Futures, and Options 





23 30 


5 12 19 26 2 9 16 


Oct. Nov. 
esa Spot we Futures ew Options 


In addition, side-by-side, open 
auction trading at the CME enhances 
the relationship between futures and 
options by keeping price spreads in 
close alignment. 


CME OPTION ADVANTAGES 


Along with the limited risk and 
unlimited reward that all option 
instruments offer to buyers, CME 
options on British pound and Swiss 
franc futures provide users with 
several unique, attractive features. 

* The CME has a proven record for 
developing deep and liquid currency 
markets. It is the only exchange 
trading both futures and options, 
creating a synergistic relationship that 
enhances liquidity in both markets. 

* CME currency futures and options 
have a demonstrable relationship to 
prices in the spot and forward 
currency markets. 

* АП CME options are American- 
style, which means they can be 
exercised on any trading day before 
the option expires. 





* Contract sizes 
options are the largest currently trade 
onany exchange, covering 125,000 
Swiss francs and 25,000 British 
pounds. That can mean substantial 
commission savings. And because ope 
tions and futures contracts trade side- 
by-side at the CME, it is easy for users 
to generate synthetic instruments. 

* Choosing to exercise a CME option 
results in a futures s position rather i 
than the obligation to accept or deliver: 
physical currency. 


YOU BE THE JUDGE 


Discover how CME British pound. | 
and Swiss franc options can be better 


for both futures and —— 












options for you and your institution, 
‘Check our daily figures on volume and — 


open interest. 

For more information. anda copy | 
of our booklet “Options on Currency 
Futures," contact your brokers ot the 
Chicago Mercantile Exchange. In 
the U.S., telephone 1-800-331-3332, 
from overseas, 312-930-8213. 
Telex: 255123. 





Please send me more information 
and a copy of the booklet “Options 
on Currency Futures." | 


Майа ы сыы ae > 


Title 





Company а 


Adress ae енесин gation 


Telephone Telex „2и... 


Send to: Chicago Mereantile Exchange 
Marketing Services Department 
30 South Wacker Drive 


dno de "s 2 Hlinois 80606 == ОЗА 


beue eruat "PCT IER 








30 South Wacke 
Telex: 255 

8? Wa 
Telex i 

27 Throgmoónton Stree! Lon 
Telex: 892577 





Motu dunt Ra oe BA a) 4 Men ast 


-—— 


Mit, نه‎ oP 


POC 


' 


2 F 


Coffin of Petosiris, fourth century B.C. (Courtesy of the Egyptian Museum, Cairo) 
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Symbols and speech. 


orthern Telecoms Displayphone terminal communicates ideas 
to all—with voice and data. 
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The communications system the Egyptians developed was extremely flexible. Hieroglyphs could 


rt t 
objects, abstract ideas, numbers — or just sounds. But it was a limited system. Only a small group of 
and scribes could understand it. 

For years complicated computer technology imposed the same limitation on business. Only exp | 
access to information. But with our Displayphone* terminal —the world's first computer terminal and te 
accessing internal or external data banks is as easy as making a telephone call 

The Displayphone terminal is a complete data management 
tool anyone can use. You can call up sales figures, pricing, or airline northern 
schedules in the middle of a telephone conversation. Even send telecom 
and receive electronic mail. . : 

In the last hundred years there have been two revolutionary ғ weis abge vo Ped on a єл 
advances in information management: the computer and the (Ania) Limited, Keck Seng Tower, 133 Cecil St 


telephone. Northern Telecom was first to bring them together. 


Unit 15-01, Singapore 0106, 
Tel. 2255151, telex 23369 


MALAYSIA, IRELAND AND THE UNITED STATES. SALES OFFICES AND DISTRIBUTORS THROUGHOUT NORTH AMERICA, EUROPI 


"Trademark of Northern Telecom Limited 





INTER: CONTINENTAL SERVICI 


Some things we plan fifty years 
ahead of time. Most things can be 
arranged at a moment's notice. 


That's another InterContinental advantage. 


IN GERMANY THE ADVANTAGE IS INTER: CONTINENTAL 
DINTER: СО МТІМ-Е М ТА HMTELS 





BERLIN. The city's premier deluxe hotel, the Inter*Continental, close to the Tiergarten park area, is within walking distance of Kurfürstendamm 
COLOGNE. The InterContinental Cologne, near banking and shopping areas, commands a beautiful view of the cathedral. DUSSELDORF. Facing the 
Rhine, adjacent to the fairground, the Inter* Continental Düsseldorf enjoys an enviable reputation. FRANKFURT. The Frankfurt Intercontinental offers 
plendid views of the city and the ever-changing Main river scene. HAMBURG. Within walking distance of the Congress Center, and overlooking beautiful 
Outer-Alster Lake, is the Inter*Continental Hamburg. HANNOVER. The Inter*Continental Hannover has a superb location facing the impressive 
Rathaus" building. MUNICH. Surrounded by the opera, theaters, museums and fashionable shops is the world famous Hotel Vier Jahreszeiten Kempinski 


INTER- CONTINENTAL More than 80 superb hotels around the world 





and Beecham Laboratories of Britain, and G. D. Searle and 
Schering of the US, Another local drug manufacturer with 
several subcontracting arrangements with established 
foreign brands is Interphil Laboratories Inc. A rare joint 
venture between а оса! firm and a Japanese company is 
Boie-Takeda — a fnion of Philippine-American Drug and 
Takeda Chemicalgof Japan. 

Constraints to firther growth in the industry include the 
limited foreign xchange available, given the current fi- 
nancial squeezg resulting from the country's heavy debt 
burden. А Cenffe for Research and Communication study 
predicts that the industry will go through a vigorous shake- 
up because 95% of its raw materials are imported. The 
country's drug supply, the study says, could drop by 31- 
58% if the volume of imported raw materials shrank by 
about 40%. The drug industry , however, has rejected this 
prognosis. 

In Malaysia, continuing duties and surcharges levied on 
both active and inactive process materials result in a disin- 
centive against more local drug manufacturing investment 
(very few raw materials are available locally). Imported 
finished products are duty-free while for raw materials 
there is a 5% surtax on some formulations categorised as 
non-poisons. Other items, such as flavouring agents, food 
colouring and glass containers, are taxed at 5%, 25% and 
50%, respectively. Other government strictures also trou- 
ble the industry, such as a revision to 
the patents legislation in 1983 that en- 
ables the government to waive patent 
payments in tendering for public- 
health supplies. 

The state of the drug industry in the 
Subcontinent, as in Asean, depends on 
raw-material imports. The industry 
has suffered neglect and stagnation in 
Sri Lanka and Pakistan while in 
Bangladesh and India, the govern- 
ments continue to press for increased 
technology transfer from international 
firms. 

Although pharmaceuticals produc- 
tion in Bangladesh had increased to 
nearly US$34 million by 1983, meeting 
80% of the local needs, much of the 
manufacturing is by subsidiaries of 
major Western pharmaceuticals com- 
panies such as Glaxo and ICI of Bri- 
tain, Pfizer and Squibb of the US and 
Eoechst of West Germany. The 20% of 
finished products which are imported 
come mainly from Britain, the US and 
West Germany. Of the 150 registered manufacturers, three 
— Pfizer, ICI, Organon and Bangladesh-owned Pharmatek 
— are involved in basic manufacturing of the more com- 
monly needed drugs. 

None of the companies does research and development 
(R & D) in Bangladesh nor tries to develop new drugs, main- 
ly because of a lack of adequate facilities. The main prob- 
lem facing the industry is capital shortage. With the excep- 
tion of the multinationals, the industry consists of very 
small factories which can set their sights no higher than on 
introducing new machinery to upgrade their facilities. 

Foreign drug manufacturers have argued that the gov- 
ernment's Drug Control Ordinance directly conflicts with 
its Foreign Investment Act of 1980. They are unhappy with 
the government's discrimination in favour of domestic in- 
vestors, which are given exclusive rights to make Vitamin 
B-complex and other single-ingredient vitamin pills, and 
all antacids. However, the more successful local drug firms 
and consumer groups support the drug policy which, they 
say, fosters competition, whereas previously the markets 
for various drugs were controlled by single suppliers. 

Drug manufacturing in India is largely at the level of for- 
mulations though the production of intermediates is 
gradually picking up owing to government efforts to estab- 
lish a‘ vertically integrated, self-reliant drug industry. 
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Foreign firms, which once dominated production, are being 
forced to cut back equity in line with a national policy to ine 
digenise. Under the new drug policy, foreign firms with 
majority equity will have to dilute their stake in local ine 
vestments to 40% unless they are high technology and ex 
port-oriented. 

Some of the big companies are believed to have entered 
into “working arrangements” with smaller units to take 
advantage of the various concessions and sales networks 
enjoyed by the latter. Of the 55 foreign pharmaceutical 
firms with more than 40% equity, only three — Wyeth 
Laboratories, Sandoz and Merck and Sharpe and Dohms = 
are permitted to hold equity up to 74% as they are high- 
technology units. 

A recent report by the National Council of Applied Eco- 
nomic Research estimates that, with demand for drugs 
growing at around 12% a year, the market will be worth 
about Rs 50 billion (US$3.89 billion) by 1990 — making fora 
considerable shortfall in the supply of pharmaceuticals: 
Imports of bulk drugs rose to Rs 1.41 billion in fiseal 1983 
from Rs 1.03 billion two years earlier. Little is spent on R& 
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D (estimated at 1% of drug firms’ total turnover). The gov- 
ernment is expected to revise the drug policy shortly, whieh 
may give the industry a new direction 

In Sri Lanka, an attempt in the early and mid-1970s te 
rationalise the entry and sale of drugs to ease confusion 
over a multitude of brand names has faded in the years the 
government of President Junius Jayewardene has been in 
power. The seven recognised pharmaceutical manufactur- 
ers in the country are mostly subsidiaries of US and British 
firms and they account for 90% of the drugs made. The in- 
dustry estimates current production in terms of wholesale 
prices at around Rs 400 million (US$15.4 million) but the 
government-owned State Pharmaceuticals Corp. puts it at 
about Rs 100 million and the size of the market at Rs 553 
million in 1984. 

The industry is primarily involved in the manufacturing 
of widely used over-the-counter (OTC) products such as 
analgesics, antacids, antiseptics and vitamins. As one in- 
dustry source says, the markets in Sri Lanka are small and 
though the manufacture of sophisticated life-saving drugs 
may be important from a social point of view, such opera- 
tions are not commercially viable. The industry, threatened 
with nationalisation at one time, is now wary about in- 
creasing investment and expanding its product range. 

There is little government interest in developing the drug 
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gredients — a promise they usually make while applying 
for government permission to start business). Of some 30 
basics approved for manufacturing, oaly two — ephedrine 

industry in Pakistan, where it is limited to the production 

of formulations based on imported materials. Local invest- 

ors are reluctant to part with the capital required to go into 


and penicillin — are being manufactured, and these do not 
modern drug manufacturing. Some 40% of the industry is 


fully meet the country’s demand. 

By comparison, the drug industry in t Asia is the most 
dominated by foreign firms, mainly US, British and West 
German. Of the 222 pharmaceutical manufacturing units, 












highly developed. In South Korea, thf government has 
taken a relatively liberal line on foreign ilvestments in the 
sector. According to 1981 investment guWelines, foreign 





The lessons of the Bhopal tragedy 


By O. P. Kharbanda in Bombay 


on the Union Carbide plant 
in Bhopal, central India, pro- 
duced chemicals rather 
pharmaceuticals, the nightmare that 
occurred there on the night of 2 De- 
cember 1984 has important lessons 


for developing countries which play | 
host to multinational industrial cor- | 


porations of any type — and for mul- 
tinationals setting up such enter- 
prises in the Third World. 

What exactly happened in Bhopal? 
The following is the timetable of dis- 
aster: 


10:15 p.m.: Towards the end of a 
shift, a supervisor asks an operator to 
wash the piping around one of three 
tanks holding the dangerously toxic 
chemical methyl isocyanate (MIC). 
Water leaks into the tank, initiating a 
reaction which causes heat to build 
up. 

11 p.m.: The new shift operator 
notices there is a pressure rise in the 
tank, but assumes that the previous 
shift has pressurised it with nitrogen 
to transfer its contents to the pes- 
ticide unit. 


11:30 p.m.: Operators notice irrita- | 


tion to their eyes similar to that 


caused by a small MIC leak. This is | 


not unusual so it is ignored. 
Midnight: 


rushes through a 33m-high vent line 
into the atmosphere. 


The result of this chain of events 
was the world’s worst industrial 
tragedy — leaving 2,500 dead and 
some 150,000 probably with perma- 
nent disability. The Union Carbide 
plant has no fewer than five safety 
systems, but none came to the rescue 
on that night. They were: 


ə Avent gas scrubber: When a safety 
valve vented, the gas was intended to 
pass through a scrubber to detoxify 
it. But on the night of the accident the 
*unit was under repair. 


Dr О. P. Kharbanda is a writer and consultant 
who runs a techno-economic data base from 
Bombay and is the joint author of How to Learn 
from Project Disasters. 


Pressure in the tank | 
bursts a rupture disc and MIC gas | 


than | 


A flare stack: At the top of the vent 
line, there was an automatic ignition 
system to burn off waste gases before 
they reached the atmosphere. This 


| was also under repair — and the pilot 


light was not lit. 


A water curtain: Jets of water 
shooting 15-20 m into the air were in- 
tended to form a curtain round any 
leakage, converting MIC into harm- 
less substances. But it could not cope 
with MIC pouring out at a height of 
30 m. 


A refrigeration system: The plant 


€ á 1 C м 
Bhopal dead: not so foolproof. 


had an accident-free year since it 
went into operation. 

The subject was also raised in the 
Madhya Pradesh State Assembly in 
December 1982, when it was pointed 
out that though it was isolated when 
it was originally built, the area had 
become thickly populated due to 
Bhopal’s population growth. 

The then labour minister, Tara 
Singh Viyogi, said that the plant 
could not be moved because of the 
huge investment it involved. “It is not 
a small stone which can be removed 
just like that,” he said, adding that it 





| had equipment to circulate cooling 


brine through coils in the MIC tanks 
in the event of a heat build-up. But on 
the night of the disaster, it had been 
removed for use elsewhere. 

A spare storage tank: One MIC 
tank was always kept empty so that 
in the event of a pressure build-up, 
gas could be vented through valves to 


| the empty unit. But in the confusion 


no one apparently thought of taking 


| this simple step. 


Many misgivings had been ex- 


| pressed about the plant's safety. 


Local journalist Rajkumar Keswani 
wrote a series of articles about it, in- 
cluding one in September 1982 say- 
ing that it “could reduce all Bhopal to 





a city of the dead." He noted in 
another article that the plant had not 





had “foolproof” safety arrange- 
ments. 

The United States chairman of 
Union Carbide, Warren Anderson, at 
first appeared to agree. He was 
quoted as saying: “Our safety stand- 
ards in the US are identical to those 
in India or Brazil or someplace else 

. same equipment, same design, 
same everything." 

But it was later admitted that the 
design and detailed engineering of 
the plant had been left entirely to the 
Indian subsidiary and the head office 


| in the US did not even have drawings 


of the Bhopal plant. Also, while a 
similar plant in West Virginia had 
several computerised and automatic 
fail-safe devices, the Bhopal plant re- 
lied on the human ear and eye. _, 





11 APRIL 1985 ө FAR EASTERN ECONOMIC REVIEW 


= 






_ they need to recoup R & D costs. 
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ture providing they synthesis 
their equity to 50% or less within five years. Imports of all 
mee esie are scheduled to be liberalised by 1986. 
oreign firms havegesponded enthusiastically to the new 
rules — of the 30 fharmaceutical joint ventures in South 
Korea now, 21 weg started after 1981. But many want the 
government to liMfralise further and to tighten up on its pa- 
tent laws which ег protection on processes but not pro- 
duct. : 

One reason Юг the government's current openness to 
foreign involvement in the industry is the hope that the ar- 
rival of foreign firms will boost the level of technology. 
South Korean'irms do very little R & D of their own. Local 
firms have twaditionally been more concerned with short- 
term goals in a market where bust can come fast on the 
heels of boom. 

Like South Korea, Taiwan is also keen on getting more 
technological input. Its industry is in a state of transforma- 
tion. A government-initiated programme designed to up- 
grade standards and lead eventually to the development of 
a home-grown R & D capability will force many of 
Taiwan's more than 400 Western drug-making firms out of 
business. By May 1987, the final deadline of the Good Man- 
ufacturing Practices (GMP) programme, it is expected that 
as few as 30 locally owned companies will be able to moder- 
nise their facilities and quality-control procedures enough 
to meet the Department of Health's new standards. (Herbal 
manufacturers are not affected by the new rules.) 

The government move was intended to regulate fierce 
competition which has led to low prices, low profits and 
low rates of re-investment in capital equipment and, at 
some smaller companies, low-quality drugs. With many 
prescription drugs wide- 
ly available over the 
counter, consumers have 
no way of knowing which 
drugs are safe. The retail 
market in 1983 was valu- 
ed at about US$370 mil- 
lion: Japan was the larg- 
est source, especially for 
OTCs. China Chemical 
and Pharmaceutical Co., 
which makes generic 
(non-proprietary) imita- 
tions of patented drugs 
and foreign brand-name 
medicine under contract, 
led sales in 1983 at 
NT$514 million (US$13.2 
million). 

The government sees 
foreign drug firms as 
agents for the introduc- 
tion of advanced technology and drugs to Taiwan. But the 
lack of product-patent protection in Taiwan has made 
them unwilling to play this role. When Pfizer took its 
hugely successful anti-arthritis drug Feldene to Taiwan 
three years ago, it was a big success, even at NT$16 per 10 
mg capsule. Within six months, however, 20 generic com- 
petitors had hit the shelves, all made by Taiwan-owned 
companies using bulk materials purchased from Italy and 
Spain which also do not honour international patent agree- 
ments, and selling for NT$2 a capsule. 

None of the major foreign companies manufactures bulk 
chemieals in Taiwan, partly to protect their formulae, but 
also because the small size of the market does not justify it. 
The GMP may threaten foreign manufacturers' grip on the 
uppér ёла of the pharmaceutical market. Up to now, they 
have'eürved out a secure sales niche with hospitals and doc- 
tors'fhát demand the highest possible quality in the drugs 
they 4ë! As more local companies improve their standards 
and qualify under the GMP, it will be much harder for the 
foreign companies to justify the price premium they say 
u 
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n India, half the deaths in villages are of children under ~ 
I five and the mortality rate in the rural areas is, on aver- 
age, twice as high as in the cities — about 125 for every” 
1,000 live births, accounting for some 30% of all deaths. In 
Bangladesh, infant mortality climbed from 135 per 1,000 in 
1982 to 148 per 1,000 last year. But Cambodia and n= 
donesia lead Asia in baby deaths at 201 anti 151 respec- 
tively. (This compares with an infant mortality rate of 6.6 
for Japan, 10.3 for Australia, 9.7 for Hongkong and 10.8 for — 
Singapore.) E 
Under-fives are more vulnerable to diseases, particularly _ | 
when they are malnourished. In Bangladesh, some 60% 6f | 
children in this age-group die as a result of diarrhoea dueto 
malnutrition and/or infections. Acute diarrhoeal diseases 
are thought to kill about 1.5 million a year in India. 
On average, there is only one doctor for every 10,000 in — 
Indonesia and one for every 6,000 in Bangladesh and Thai- | 
land, but some 80% of the doctors work in the urban areas 
while more than 80% of the population live in the coun- 














ple in Singapore and Hongkong, 1.4 in Japan, two in C 
and nearly four in Malaysia, which has the largest number 
of doctors to population in Asia. 

More than half the deaths from diseases are preventible 
— the highest percentage of preventible deaths result from ~ 
lack of immunisation, such as against tuberculosis and 
poliomyelitis. Medical sources note that about 10 million _ 
Indians suffer from TB, with 500,000 dying ifi 1981. Deaths _ 
from childbirth and pregnancy complications are a close 
second. Most of the diseases that dominate poor countries 
have now become insignificant or non-existent in the 
richer countries, though 30-50 years ago they were a foree .— 
to be reckoned with. 5 

It is clear that the availability of modern medicine has 
much to do with the curbing of those diseases that hit the 
poor and in an attempt to make it more widely available 
several Asian governments have established programmes. 
to encourage domestic production of comparatively cheap; 
non-proprietary generic drugs and to restrict imports of 
brand-name drugs. These policies have met with vigorous _ 
opposition from international drug companies with local 
subsidiaries, but many have been forced to adjust to the © 
governments’ way of thinking and have found their busis — 


nesses have continued to thrive. : 
Q desh — where 80% of the population has no ready 
access even to life-saving drugs. Its Drug Control _ 
Ordinance 1982 cut 1,700 drug items it deemed useless or 
harmful from a list of 4,000. Based on a World Health Or- _ 
ganisation (WHO) list of 220 essential drugs and vaccines _ 
which the WHO says effectively deals with most common 
problems, health authorities have selected 150 items to — 
serve most therapeutic purposes. Of these, 12 have been ^ 
selected for use by village-level health workers for themost 
common diseases in the rural areas. A further 100 have 
been selected for use in more complicated cases. 

Although the production of generic drugs has increased | 
substantially under the new legislation, there is still much 
to. be done in terms of making an impact on the overall 
health situation. The well-publicised People's Health 
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ne of the best examples of such policies is Bangla- 





' Centre (Gonoshasthaya Kendra), set up in part with the aid 


of European charity organisations in 1972 is making efforts 
55 
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to train health vorKers and to manufacture bulk drugs 
— eventually expected to cater to the needs of 15-20% of the 
| population. The centre already produces such common var- 
_ jeties as ampicillin, tetracycline, paracetamol, aspirin, 
diazapam and antacids, all marketed at a profit, but 
— cheaper than brand-name counterparts. However, the 
| United Nations Children's Fund, Unicef, continues to be 
the main supplier of drugs for primary health care in the 
— -— rural health centres of Bangladesh. 
Indonesia has restricted the import of drugs to anti- 
— cancer treatments which can be bought only on a limited 
— scale, largely for use in hospitals. There are more than 6,300 
— drug items, mostly locally produced, on the market. This 
"compares with at least 15,000 and possibly as many as 
- 22.000 items available in the Philippines and some 20,000 
_ İn Malaysia and Thailand. By contrast, in Switzerland only 
— —about 1,500 brand names are allowed 
































onsumer groups in the Philippines, Malaysia and 
Thailand are lobbying against the unnecessary 
е proliferation of brand-name products, many of 
— which represent similar formulations at vastly different 
_ prices. This, they say, has caused a great deal of confusion 
` among consumers. For example, the price range for brands 
of paracetamol (an analgesic) sold in Malaysia shows a 
seven times difference between the cheapest and the most 
- expensive, noted Malaysia's Consumers Association of 
Penang (CAP), which has called on the government to fix a 
—— evel for prices of essential drugs needed for primary health 
care and related raw materials. It also wants the govern- 
~ ment to ensure that all raw and packaging materials are of 
— acceptable quality and are procured from international 
— ‘sources at competitive prices. 
— CAP wants the Malysian Government to adopt a national 
__ drugs policy, to regulate what it sees as the free-wheeling 
attitude of drug companies. It wants a drastic cut in the 
"number of drug products available, pointing to the fact that 
"Malaysia has 8,000 more formulations than the United 
States and most European countries and nearly 100 times 
more than the WHO's essential-drugs recommendation. 
Most countries have health programmes though health 
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expenditures as a proportion of gross national product dif- 
fer widely from more than 10% of GNP (for rich countries) 
to less than 1% in some poor ones. The failure rate of such 
programmes is high in poor countries where bad manage- 
ment, the lack of trained personne `nd the lack of funds for 
improving medical facilities and purchasing drugs all con- 
tribute to a defective health care system. 

Malaysia provides an example of a growing awareness 
within the government of the need to improve the country's 
system of medical care. The government in 1984 increased 
its health expenditure by 16% to M$971 million (US$374.9 
million), taking up to 19% of all social-services spend- 
ing. There are nearly 100 hospitals with 35,000 beds serv- 
ing a population of 15.2 million. There are some 651 fixed 
and 471 travelling dispensaries licensed by the govern- 
ment, In 1985, the government has budgeted M$1.43 bil- 
lion, of which M$315 million will go towards capital expen- 
diture. 

As a result of persistent pressure from consumer groups 
and the incidence of dumping of sub-standard drugs onto 
the Malaysian market, the government last July passed the 
long-overdue Control of Drugs and Cosmetics Regulations, 
which call for the setting up of a Drug Control Authority 





Banned in the West, but still on sale 
















any developed countries have 
banned or restricted the use of a 
number of drugs which are still on 
open sale, often over the counter, in 
Third World countries. One of the 
best publicised of these cases in re- 
cent years has been the use of 
anabolic steroids to stimulate growth 
or appetite in children. 
In developed countries, such as 


` Britain, their use is increasingly re- 


stricted to a few serious conditions 
such as bone and blood diseases and 


genuinely needed is reduced through 
indiscriminate use. Antibiotics are 
с sly used to treat colds and 
dı... жа, yet medical journals have 
pointed out that they are useless 
against such illnesses. 

Colds are caused by viruses and 
antibiotics are effective only against 
bacteria. According to the British 
Formulary, many forms of diarrhoea 
are not caused by bacteria but even if 
bacteria is suspected, antibiotics 
should be avoided ifi many cases be- 


chronic kidney failure — because | ca nay prolong rather than 
they have side-effects such as ir- | sh „с time taken to control 
reversible virilisation in females and | diarrhoea. 


liver damage. 

But the same applies to much more 
common drugs such as antibiotics — 
also the most commonly abused or 
misused. To make matters worse, 


their effectiveness when they are 


In her book Bitter Pills Dianna 
Melrose (a staff member of the Bri- 
tish-based charity, Oxfam) reports 
that antibiotics are often sold in in- 
complete courses by pharmacies. In 
Nepal, for instance, it is common to 








see people buying two or three cap- 
sules of chloramphenicol or tetracy- 
cline for diarrhoea or fever. 

“In some African countries, people 
take the odd penicillin or ampicillin 
capsule as a blanket protection 
against illness, particularly venereal 
disease," she writes. 


ro in Thailand a virtual 
“drug cocktail” is on sale as a 
popular cure-all. The Yachud package 
contains an assortment of tablets pur- 
porting to cure a variety of ills rang- 
ing from food poisoning to venereal 
diseases. The package may comprise 
dexamethasone (a corticosteroid), 
paracetamol (an analgesic), am aspi- 
rin-phenacetin-caffeine + combina- 
tion, chlordiazepoxide (a tranquil- 
liser) and chlorpheniramine and cy- 
prohetadine (both anti-histamines). 
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which will register pharmaceutical products and license 
pharmaceutical retailers, suppliers and importers. 


kong’s Pharmacy and Poisons Ordinance, revised in 

1980, which provides for a law-enforcement service 
and a service responsible for dispensing medicine in all 
government hospitals and clinics. Drugs are screened for 
safety, quality and efficacy before they are approved for 
the market for a period of five years. The Hongkong Gov- 
ernment's chief pharmacist, Li Kwing-yee, told the REVIEW 
that about 10,000 routine inspections were carried out on 
about 4,886 premises engaged in pharmaceuticals man- 
ufacturing and selling in 1984, resulting in 115 prosecu- 
tions for such offences as selling controlled drugs without 
prescriptions or licences, and manufacturing without li- 
cence. 

A recent move by the Hongkong Government to amend 
the Pharmacy and Poisons Ordinance to facilitate access to 
premises for inspection at any time has raised a storm of 
protest from representatives of pharmaceutical companies. 
Warner Lambert's pharmaceuticals marketing manager, 
Raymond Poon (who heads the Pharmaceutical Society of 


"s regulations work along similar lines to Hong- 





Analgesics or pain relievers are 
also the subject of some abuse. For in- 
stance, the analgesic phenacetin, 


painkillers. 


| Hongkong) ЖЗ 








offer few advantages over other, safer 


Benoxaprofen, an anti-inflammat- 


ment of being 
short-sighted and 
suggested that the 
law should instead 
be amended to re- 
quire more phar- 
macists to be em- 
ployed at point of 
sale. But the 
REVIEW has found 
that pharmacists 
will often, on a 
customer’s re- 
quest, dispense 
controlled items in 
loose tablets with- 
out giving any ac- 
companying in- 
formation on dos- 
age or contra-in- 
dication 

In any case, re- 
ducing the num- 
ber and price 
of formulations 
is not a sure way of 
reaching the sick, 
particularly when 
they live in remote areas, though local entrepreneurs will 
benefit. The high infant mortality rates in Indonesia for 
example, indicate that it would need much more tham 
cheap drugs to help the poor. It appears that a reshuffling 
of its priorities is in order 

Although Indonesia's per capita drug consumption at 
around US$3 is higher than India's US$1 or Bangladesh's 
50 US cents its infant mortality rate is higher and the ratio 
of doctors to population lower, suggesting a much moreun- 
even distribution of health care, and possibly more expen- 
sive drugs. Despite its ban on all kinds of drugs, there is а 
thriving black market in a wide variety of preparations 
owing to inadequate enforcement of the law. The standard 
of health care appears to have plummeted despite an over- 
all steady economic growth. 

The infant death rate increased in 1984 to 151:1,000 from | 





ned in Japan, not marketed in the US, 
withdrawn in Norway, Sweden and 
Denmark and restricted for severe 


which has been banned in Canada, 
Britain and Australia, and is reported 
to have caused skin rashes and liver 
and kidney damage, continues to be 
available in many Third World coun- 
tries, often in combination with ad- 
dictive ingredients such as caffeine 
and pyrazolone. 

Two other analgesics, amidopyrine 
and dipyrone, have been withdrawn 
from markets in Britain and the Unit- 
ed States after reports of fatal toxic 
effects. Where they are available in 
developed countries, they are sold 
strictly under prescription and used 
with great caution by doctors. 

But in the developing countries, 
these drugs are promoted for a wide 
range of minor ailments. Amido- 
pyrine and dipyrone have been 
known to cause agranulocytosis — a 
fatal blood disease that destroys 
white blood cells and consequently 
the body's immunity system. They 
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ory analgesic, manufactured by Eli 
Lilly and marketed under names that 
include Opren and Oraflex, has been 
withdrawn from Britain, following 
reports of 61 deaths associated with 
side-effects said to have been caused 
by the use of the drug, such as gastro- 
intestinal haemorrhage, aplastic 
anaemia and liver and kidney dam- 
age. Lilly, however, maintains that 
the drug is safe when used as directed. 


S ome 12 years after the first cases | 


of crippling and for some, fatal, 
neurological damage from the use 
over long periods of the anti-diar- 
rhoeal Entero-Vioform (clioquinol) 
were reported, Ciba-Geigy an- 
nounced that it was withdrawing the 
amoebicide from the market by 1983. 


The drug, however, is still widely | 


sold over the counter in some de- 
veloping countries, including Thai- 
land and Indonesia. The drug is ban- 





cases of amoebic dysentry and acro- 
dermatitis enterophatica in Australia. 

In general, oral contraceptives are 
freely sold over the counter in de- 
veloping countries, often without any 
accompanying instructions. Birth- 
control pills are contra-indicated in 
patients suffering from or with a his- 
tory of cardiovascular disease, severe 
migraine, sickle-cell anaemia, liver 
disease, diabetes and arterial throm- 
bosis. 

Side-effects can include severe 
headaches, visual disturbances and 
high blood pressure. They also reduce 
or stop lactation. Such information is 
generally available in birth-control 
packages, which also include advice 
to pill-users to go for semi-annual 
checks. But in some developing coun- 
tries, promotional material either 
fails to give all the contra-indications 
and precautions or understates the 
side-effects. 
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: - s 93 and life expectancy dropped to 45.5 from 48. Al- 
though there are community health centres for low-income 
groups throughout the country, doctors in these places nor- 
_ mally charge Rps 500 (45 US cents) for a visit — equivalent 
| to a full day's wage for a skilled labourer and nearly four 
i! _ times more than the daily income of a plantation worker. 


By Lawrence Surendra in Hongkong 


»F he World Health Organisation (WHO) has, as its 

A T main goal, health for all by the year 2000. Among the 
M initiatives to achieve this goalis the Action Program- 
— me on Essential Drugs, or Drug Action Programme (DAP), 
— adopted at the 31st World' Health Assembly іп 1978. The 
. rationale for the programme as spelled out by Halfdan 
- Mahler, director-general of the WHO, is that: “Essential 
gs, which can cope with the overwhelming majority of 
` the problems even in relatively sophisticated societies, 
number around 200. But for the villager and urban slum- 
lweller great miracles can be achieved with fewer than 30 
— well-chosen drugs.” 

—— WHO studies indicate that there are about 25,000 drug 
reparations available, but only 200 basic drugs are needed 
_ to treat the majority of the world's diseases. The WHO says 
: ‘that US$5 a year per person could make basic drugs avail- 
— able to all who need them. As part of the DAP, the WHO 
| E a list of essential drugs. The measures then taken 

governments include centralised bulk purchasing of 
У ые drugs, introduction of generic names in preference to 
` brand names and cheap standardised packaging. 
However, the implementation of the programme has run 
into several difficulties, not the least being opposition from 
the pharmaceuticals industry. Yet the WHO programme 


‘cation of a mere US$5 million annually for its action pro- 
- gramme, less than a manufacturer would normally spend 
_ on promoting one successful new drug. But it is the very 
— idea that threatens the pharmaceuticals companies, as does 
‘the International Code of Practice for the pharmaceuticals 
"industry, also proposed by the WHO. 
— There is strong support from Australia and the Nordic 
_ countries for the WHO to have a stronger mandate on drug 
- pricing, flow of information and controls on marketing 
. practices, something that many developing countries 
- would like to see. And while the World Health Assembly 
"was meeting in Geneva in May 1984, the Dutch Parliament 
passed a resolution asking the government to take active 
— steps towards an international export code on dangerous 
"a substances, including pharmaceuticals. 
ia The drug companies, meanwhile, anxious to put forward 
their view, circulated at the assembly a position paper enti- 
3 “Medicines and the Developing World” and prepared 
by the International Federation of Pharmaceutical Manu- 
- facturers' Associations (IFPMA). This argued that the 
IFPMA's own voluntary marketing code is an important 
step forward and that the international code, possibly ope- 
rated through the WHO, would “not be a marketing reform 
so much as a means of transferring income and assets from 
the private international firms of the West to the Third 
World nations of the South and East." The redistribution, 
Lawrence Surendra is a chemical engineer and development economist. 
Currently he heads a regional research cooperation programme, The views 
‘expressed here are his own and are not necessarily those of his organisation. 
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Doctors in the Philippines have railed tor a yel: cR 
of national drug-expenditure priorities. As an indication of 
lopsided expenditure, a doctor noted&hat in 1980, more 
than P10 million (US$540,541) was “уа еа” on anti-obes- 
ity preparations while only P13 millio was spent on de- 
wormers while 85% of Philippine childrWo suffer from in- 
testinal parasites. Per capita military exllenditure is four 
times more than per capita expenditure orllhealth and 80% 
of the people are malnourished. п 








a WHO?’s 200 aims at health 
for all by the year 2000 


according to the IFPMA paper, would be done, among other 
ways, through “nearly confiscatory price controls." 

The basic-drugs policy is the third element in what the 
industry paper deplored as a “state-dictated reallocation 
of wealth.” Although drug companies recognise the wis- 
dom of tailoring drug purchases to health priorities in de- 
veloping countries, they argue that essential-drug lists are 
unsound because first, not everybody reacts in the same 
way to the same drugs, and secondly, because they foster 
monopoly. Such arguments, however, have been refuted by 
organisations such as Health Action International, an in- 
formal grouping of some 50 consumers, development action 
and other public-interest groups worldwide. Critics of the 
IFPMA say that its voluntary code on drug-marketing 
practices covers only 48 na- 
tional drug-manufacturer 
associations, many of them 
from developed countries. 
On the accusation that an in- 
ternational code would be “a 
means of transferring in- 
come and assets from inter- 
national private firms,” the 
supporters of a WHO code 
say this is not true. They 
merely are asking for rea- 
sonable prices. 

The question is, what are 
reasonable prices? In 1961, 
the US Congress’ Kefauver 
Committee on Drugs Mono- 
poly and Anti-Trust report- 
ed that innumerable brand- 
ed products were being sold at prices 10 times higher than 
their equivalent generic products. Numerous studies done 
recently have pointed to the overpricing of drugs by multi- 
national drug companies. There have also been cases of 
price collusion by drug-industry giants, by dividing out the 
world in the case of drugs such as tetracyclines and 
aureomycin in order to avoid competition. 

As for the view of the IFPMA that the essential-drugs po- 
licy of the WHO would foster monopoly, industry critics 
counter that the pharmaceutical market is itself highly 
concentrated in a small number of firms. The top 25 Euro- 
pean- and US-controlled transnationals cornered 44% of 
world drug sales in 1978. In each of the sub-markets anti- 
biotics, anti-histamines, tranquillisers and other types of 
drugs — individual manufacturers account for between a 
quarter and half of total sales according, to a United 
Nations study. Programmes such as the DAP, however 
ineffectual and half-hearted in their implementation, are 
bound to gather momentum and must be seen as important 
in assuring the health of people, particularly in eying 
societies. ` a 
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JAPAN 


e government 


steps/in to slow a 
growing market 


rowth én Japan's pharmaceuticals market — the 
G worlds second-largest after the United States (at 

US$20 billion), and estimated to be worth some 
US$13-16 billion a year — is slowing down. The pharma- 
ceuticals industry, once helped by rapidly growing health 
expenditure, a high reimbursement-price system sustained 
by the government and a public susceptible to promotional 
campaigns, now finds much of that support gradually 
withdrawn. 

In 1981, Japan's Ministry of Health and Welfare (MHW) 
initiated a series of drastic price cuts in its reimbursement 
system under the national health-insurance scheme. Over a 
three-year period, the MHW cut reimbursement prices by 
an average of 40.1% and, moreover, stepped up action 
against malpractices. Although some companies have 
begun to show dismal business results owing to the chang- 
ing environment, many others have adapted quickly and 
pushed ahead in introducing new-generation drugs. 

The government assigns a reimbursement price to a drug 
after comparing its effectiveness against 
similar compounds. The premium, if 
any, over the price of competitive 
drugs depends on the comparative test 
results of the drug. A doctor in Japan is 
entitled to claim the reimbursement 
price from the government upon pre- 
scription. A Japanese doctor may make 
as much as 50% of his income from the 
difference between the reimbursement 
price which he receives from the gov- 
ernment and the discount price which 
he pays to the pharmaceuticals manu- 
facturer. Thusthereis a great incentive 
to prescribe higher-priced drugs. 

The government has announced that 
the next reimbursement price cut will 
be 6?5, from March. (The 1981 cut in 
prices alone slashed national medical 
expenditure by 6.1%.) But the govern- 
ment is likely to adhere to a strict po- 
licy in connection with testing of drugs 
and enforcement of standards, espe- 
cially in the wake of a recent spate of industrial espionage, 
fake data and bribery scandals involving some of Japan's 
leading pharmaceuticals companies. 

In contrast to the vigorous double-digit growth often 
seen up to six years ago, total pharmaceuticals production 
in Japan in 1984 held at about ¥4 trillion (US$15.50 bil- 
lion), about the same level as in 1983, and the industry will 
see, at best, moderate growth in the near future. In better 
times (1971-81), pharmaceuticals production grew at a 
compound rate of 12.3% annually. Since 1978, however, 
the industry has been affected by slackening total national 
health-care expenditure growth. In 1983, the rate of in- 
crease was a mere 4.5% and the total national health ex- 
penditure figure was ¥14.5 trillion compared with a 16.8% 
growth in 1978. 

Securities analyst James Capel reckons that the Japanese 
industry now accounts for about 20% of all new drug pro- 
ducts in the world compared with no more than 1% a decade 
ago. An increasing number of firms are producing new 
products under licence from major US and European drug 
companies. But on the whole, Japanese companies are still 
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known for their improvements on existing drugs rather 
than for any fundamental breakthrough. 

One bright hope for the future is biotechnology. Al- 
though mostly still in the testing stages, biotechnology pro- 
ducts could well exceed steel or housing in terms of sales by 
the year 2000, a recent government report asserts. Much of 
the basic research is imported, but Japanese laboratoriesin 
a few areas have made original contributions. Biotechnol- 
ogy enables the mass production of biological substance 
such as human insulin, human growth hormones and ins 
terferon at low cost, According to Nomura Research, many 
Japanese food and drug companies already have good fer- 
mentation technology and are well placed to engage in full- 
scale mass production of bio-products. 

Another area which promises not only sales growth but 
also a high profit margin is internationalisation. But so far 
Japanese presence in the world market has been minimal 
Some Japanese innovations are said to be such marginal 
improvements over existing products that foreign markets 
will not be receptive to them. It will take some 10-20 years 
before Japanese drug companies will gain a significant 
share of the world market, James Capel says, because none 
of the leading Japanese drug companies is financially 
strong enough to challenge Western dominance of the 
world market at present. However, many of the Japanese 
companies making efforts to penetrate overseas markets 
(primarily the US) have gone into joint ventures, such as 
Takeda and Abbott of the US to market a Takeda antibiotic 
preparation (cephalosporin) in the US. 

Exports and imports are relatively small for the Japanese 
pharmaceuticals industry, amounting to 3.1% and 7.7%, 
respectively, of total production in 1983. The US and 
Europe accounted for 69.4% of exe 
ports, while Asia accounted for 26.1%, 
Nutritional supplements, vitaminsand 
antibiotics were the top three export 
items. Imports from the US, West Ger- 
many and Switzerland alone come 
prised 60.4% of the total, with negligi- 
ble amounts, except from Singapore, | 
coming from Asia. Imports in 1983 de- 
clined 6.3% from the previous year, 
while exports rose by 16.8%, and the 
trend is set to continue 

The pricing of Japanese pharmaceus 
ticals is a complex affair, with only 
15% of the total being over-the- 
counter drugs and hence priced by 
market forces. The remaining 85% are 
ethical (controlled) drugs and are 
greatly influenced by the government's 
reimbursement-price system. A new 
drug is evaluated for its therapeutic 
value in clinical tests and then as- 
signed a premium which can be as 
much as 10-12%, a process which often has an overwhelm- 
ing impact on profit margin. 

On average, Japanese pharmaceuticals have a lower 
gross margin than US companies, though the figures obyi- 
ously depend on the type of drugs involved. Nomura Secu- 
rities estimates that Japanese drug companies earn 45-55% | 
gross margin on sales compared to 55-65% for US com- 
panies. Japanese pharmaceuticals are aggressive advertis- 
ers for mass-appeal drugs and are big spenders in relation 
to their sales. Marketing and general expenses are esti- 
mated to take 30-40% of sales for major companies, while 
research and development accounts for 5-10% of sales. 

James Capel estimates that Japanese pharmaceuticals 
manufacturers together spend only about US$700 million а 
year compared with US$350 million by Merck of the US, 
the world's largest pharmaceuticals company. Net margm 
for a typical drug company is estimated at 6%, though this 
is declining as a result of the the government's hard-line 
policy on reimbursement prices. The comparatively high 
marketing expenditure may be due to the relatively less ef- 
ficient distribution network in Japan, says James Capel. gy 














Packing traditional medicine for export: hamstrung by quality standards. 


drugs as aspirin and vitamins, one 
European involved in pharmaceu- 
ticals trading does not expect 
China will make much of an effort 
to gain approgal for more compli- 
cated drugs oing to the expense 
involved. The Wnited States Food 
and Drug AdmWistration asks for 
so much analysiMfor some special- 
ity drugs before ving permission 
to sell the drugs iN the US that the 
cost to the Chinese could run in ex- 
cess of US$20 million. 

It was not untilelast July that 
China considered imposing punish- 
ment for shoddy production or 
unauthorised drug manufacture 
Draft legislation to regulate the 
more than 1,800 state-owned phar- 
maceutical factories is now under 
consideration. If the law is ap- 
proved, penalties will include fines 
or revocation of licences. 

For foreign investors, the lure of 
China’s 1 billion-plus population 
is, of course, attractive, especially 
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An infant industry 


since there have been recent indi- 
cations that the domestic market 
may open slightly to joint-venture 

products. However, some multina- 
an a tionals see investing merely as a 
short-term means of protecting 
their product by at least con- 


e 
huge market potential 77.0 
of governmental protection were 


industry are similar to those of the industry in other 

Third World countries: poor quality control, strict 
import standards imposed by developed nations and 
complaints by foreigners of lack of patent protection. 
However, the sheer size of its possible domestic market 
has generated interest from foreign drug multinationals. 
And though the industry is hardly a top priority for 
China's light-industry planners, the growth figures are 
, noteworthy, with, for instance, 1983's production of 48,000 
tonnes showing a 13.7% increase 
over the previous year. 

The most impressive develop- 
ments have been in the large-scale 
production of steroids pioneered in 
the 1970s, especially oral con- 
traceptives. Other basic drug pro- 
ducts include standard antibiotics, 
a wide range of sulfa-based drugs 
and tranquillisers. According to 
one foreign industry representative, 
the drugs are only of first-genera- 
tion quality. Just how much is ex- 
ported is difficult to determine 
given the Statistical Bureau's cate- 
gory breakdown, but the CIA esti- 
mates China's 1983 exports of med- 
ical and pharmaceutical products 
at US$226.6 million, up from 
US$216 million in 1982. Imports 
were estimated at US$39.6 million, 
up from US$34 million in 1982. 

Although the trading agent for 
drug exports, China National 
Medicines and Health Products 
Imports and Export Corp., lists 348 
products for export, sales abroad 
are hamstrung by Western coun- 
tries' quality standards. Although 
China does export such simple 


T he problems of China's developing pharmaceuticals 





dashed with the enactment in 
March 1984 of China's new patent law. Medicines are 
excluded from patent protection because their use is 
deemed essential to the people's health and welfare. As in 
Taiwan, there is protection for the process, but that means 
little given the multitude of possible variations in process- 
ing methods. 

The most publicised joint ventures have included the 
American company E. R. Squibb and Sons Inc.'s US$6.32 
million project in Shanghai; Japan's Otsuka Pharmaceuti- 
cal Co.'s US$6.6 million project in Tianjin, and Sweden's 
Astra, Kabi-Vitrium, Ferring, Fer- 
rosan, Leo's US$12 million project 
in Wuxi. All three profit primarily 
through exports. Smith Kline 
Corp.s US$5 million. agreement 
with China allows the American 
firms to export 49% of the total 
production while China keeps 51%. 

Drug production is heavily sub- 
sidised in China and it is unlikely 
that the joint-venture products, if 
sold on the domestic market, would 
receive the benefit of subsidies to 
allow them to compete with the 
low-cost state enterprises’ drugs 
Ten tablets of Chinese-made aspi- 
rin cost 7 fen (Rmb 0.07, or about 
2 US cents) if purchased directly in 
a pharmacy while a visit to the doc- 
tor is 5 fen and includes the cost of 
medicine. In 1984, prices of com- 
mon medicines were sharply low- 
ered by as much as 28.5% to 2.5 fen 
a tablet for terramycin (an antibio- 
tic). Although there were price in- 
creases for some items, reflecting 
more expensive materials, fuel and 
packaging, prices in general fell by 
5.26%. Since 1949, prices of drugs 
have been lowered eight times. gy 
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apprgach may 
solve problems 


By P. N. Agarwala in New Delhi 


n 1978 the Indian Government announced a new drug 
I policy with the objective of developing self-reliance in 

drug technology, giving a leadership role to the public 
sector, encouraging the growth of Indian firms and ensur- 
ing that drugs are easily available at reasonable prices. In 
April 1979, the Drug Price Control Order was announced 
with the intention of furthering that aim. However, in the 
first two years after announcement of the policies, produc- 
tion of both bulk drugs and formulations increased at a 
slower rate than during the 1960s and 1970s. In the second 
year of the sixth five-year plan (1981-82), production of 
both bulk drugs and formulations registered a sharp in- 
crease, but the tempo of 
growth could not be 
maintained in 1982-83 
and 1983-84. 

And though "Health 
for all by the year 2000" 
has been accepted as the 
chief goal of the nation's 
health policy, produc- 
tion of medicines has to 
increase at a cumulative 
rate of 14.4% a year to 
that date. if self-suffi- 
ciency is to be achieved. 
The Indian Drugs Manu- 
facturers Association 
has published a prognos- 
tic study on the demand 
for drugs, and claims 
that the output of formu- 
lations will have to reach 
Rs 130 billion (US$10.12 billion) in value at constant 
1978-79 prices by 2000; additional investment required is 
Rs 75.75 billion. 

So, though statistically speaking the Indian pharmaceu- 
ticals industry is one of the biggest in the Third World, sec- 
ond only to Brazil, it still faces many problems. The new 
drug policy stipulates that companies engaged in formula- 
tion only are required to reduce foreign equity to 40% while 
those which manufacture both bulk drugs and formula- 
tions may retain up to 74% depending upon technological 
sophistication. The government last year continued to ex- 
pand the public sector in an effort to move towards self-re- 
liance in drug production and technology, but the policy 
has in the event led to shortages of both bulk and formu- 
lated drugs. 

Added to this, it is very much more expensive to manu- 
facture bulk drugs locally than to import them. The main 
reasons for this are the high cost of drug intermediates, un- 
economic plant sizes, use of obsolete technology and low 
labour productivity. To make up for shortfalls, consider- 
able quantities of bulk drugs have to be imported. The total 
value of imports, which consist mainly of bulk drugs, in- 
creased from Rs 570 million in 1977-78 to Rs 750 million in 
1981-82. In 1980-81 imports of bulk drugs from just one 
country, China — which is rapidly becoming a major 
supplier — amounted to US$13 million. 
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Prof, P-N. Agarwala, an economist, is a consultant in New Delhi to various 
United Nations organisations, the World Bank and the Asian Development 
Bank. 
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sector produces 26% of bulk 





VILAR 





try. In 1979-80 there were 5,156 manufacturing units wi 
an estimated investment of Rs 50 billion. But out of this 
only 130 are in the so-called organised sector while the 
maining are small enterprises 1 
In the public sector, there are two units, India Drugs and — 
Pharmaceuticals and Hindustan Antibiotics, plus two 
more owned by state governments. The Indian sector, com- 
prising large medium and small units, is the largest compo- 
nent of the industry, with five out of the top 10 companies: 
being Indian-owned, and produces a variety of bulk drugs 
and formulations. The third component of the industry is 
the foreign sector; its size has been steadily declining, i 
its growth has been impeded due to restrictions imposed by — 
the government on its expansion. In recent years several. 
foreign companies have diluted their equity to 40% or less, 
and are now categorised as Indian companies. 2 
The public sector accounted for 26% of bulk drug pro- _ 
duction in 1980-81 and 7% of the output of formulations. ^ 
The organised sector, including the foreign sector, ac- 
counted for 63% of the bulk drug output and 66% of the 
formulations output) 
Total production” 
reached US$1.7 billion 
іп 1980-81, but the pro= > 
fitability of the industry . 
declined from 16.5% im^ 
1965-66 to 8.8% in 1980- © 
81. The output of formu — 
lations in the small-scale 
sector has registered а _ 
notable increase from | 
about 17% in 1966-67 to. 
27% in 1980-81. The 
share of this sector in the _ 
production of bulk drugs 
has also shown an up- 
turn, from 7% in 1976-77 
E to 1176 in 1980-81 ү 
ee However, it is in this X 
sector that the serious E 
problem of poor quali P^ 
control and lack of adequate testing and inspection facili- 
ties emerges. Foreign firms have excellent records im — 
this field, as do most of the large local enterprises. But 
difficulties arise particularly among the myriad small 




















` formulators. 5 


n 1980-81, Indian pharmaceuticals exports were 
Г: at US$92 million and were mostly directed ato 

the Soviet Union, the Middle East and Africa, and — 
there are plans for special investment in offshore formula- 
tion of bulk drugs imported from the Soviet Union for re- ~ 
export to it and other countries. The public-sector Indian | 
Drugs and Pharmaceuticals is selling turnkey plants and | 
offering technical assistance and training to Arab Coun — 
tries, Nepal and other developing nations. Sarabhai Chem- | 
icals — a private company — is setting up a turnkey multi- m 
purpose plant in Cuba and possibilities of technical co- | 
operation with other Latin American nations are being | 
explored. 

The new government of Prime Minister Rajiv Gandhi is 
expected to follow a more liberal and pragmatic approach 
in revising the price-control measures, which have become а 
counter-productive. The main thrust of the new policy 
frame is expected to increase the incentives for greater pro- | 
duction and investment to obviate chronic shortages of 
bulk and lifesaving drugs and formulations. If such realis- — - 
tic and pragmatic policies are followed, production ean be | 
significantly increased through fuller utilisation of exist- 
ing capacity. n 
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The spectre of protectionism spillin 
right trade wars has loomed larger 
States Senate resolution calling for reta 
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СКО car kits leave Nagoya: а US knockdown. 













































'Nayan Chanda in Washington 


ith United States senators’ 
anger against Japan's trade 
surplus boiling over into a re- 
tion condemning Tokyo's market 
striction, the only Japanese thing 
pular on Capitol Hill is the word 
-eki-sen — trade war. By passing a 
imous resolution on 28 March 
g for retaliation against Japan, 
e US Senate has taken the first step 
n that direction. 
— The senate resolution — which is 
t binding on US President Ronald 
gan — is the latest expression of 
frustration over the country's 
owing trade deficit, which has led to 
emands for protectionist measures, 
including an across-the-board import 
E sui charge. While there is an increasing 
eness that an import surcharge 
d in the end hurt the US, many 
r forms of protectionism are under 
nsideration in Washington. 
he latest senate outburst, coming 
theeveofthe 1 April deregulation of 
an's telecommunications market, 
ns to have been triggered (ironi- 
cal ly enough) by a Japanese decision to 
pose voluntary restraints on its car 
exports to the US, though Washington 
recently let the quota expire. The an- 
nounced Japanese decision to restrict 
exports to the US to 2.3 million cars in 
the next 12 months would in effect 
allow in 450,000 more cars. It is also 
_ Seen as a Japanese ploy to avoid having 
to open its market to the US. Even 
E Reagan, who has been rather protec- 





an is blamed for the US economic dilemma 


he dollar's scapegoat 


tive of his friend Japanese Prime 
Minister Yasuhiro Nakasone, announc- 
ed through his press spokesman that 
"export restrictions are not an accept- 
able substitute for market opening. " 
The current resolution urges Reagan 
to determine within 45 days whether 
Japan has been fairin its trade practice 
and if not, to take action to curb Japan- 
ese imports. The resolution calls for a 
standstill in the current US$36.8 bil- 





















By Shada Islam in Brussels 


he European Economic Com- 

munity is "deeply concerned" by 
the growing pressure for protec- 
tionist measures in the United States, 
say EEC Commission officials. But 
there are hopes that despite recent 
rhetoric, the US Congress and ad- 
ministration will stop short of impos- 
ing a surcharge on imports. 

"The US administration could not 
possibly make such a mistake," said 
an EEC official hopefully. EEC ex- 
perts are also buoyed by the conclu- 
sions of a recent US Congressional 
study which stresses that an import 
surcharge would be a poor way to 
fight the US trade deficit. Willy de 
Clercq, the EEC Commissioner for 
External Trade who has just been to 


MISTAKEN RHETORIC? 


Washington, is believed to be “сөп- 


against Japan. There is also posturingWn congress 
over the possibility of introducing a surcharge on im- 
ports directed against Japan — and perhaps more 
generally — to cut back the towering US trade de- 
ficit. Although US Under-Secretary of Commerce 
Lionel Olmer downplayed to the REVIEW the threat of 
a surcharge bill ever reaching the executive branch — 
and claimed that the administration of President 
Ronald Reagan would use 
posal to fight it" — 
over the international trade scene. In Tokyo mean- 
while, there is the implied threat of retaliation 
through the imposition of controls on capital out- 
flows. REVIEW correspondents in Washington, Tokyo 
and elsewhere analyse the situation. 


"every means at its dis- 
the prospect hangs ominously 


lion trade deficit (according to US fig- 
ures) with Japan. If Japan's exports to 
the US are increased through higher 
car sales, Japan would have to import 
an equivalent amount of US goods. It is 
estimated that 450,000 more cars 
would lead to an additional US$3 bil- 
lion deficit. 

Under the US Constitution, only the 
House of Representatives can initiate 
revenue-related bills, which led the se- 


vinced” that such measures are “im- 
probable." "We're convinced that 
either the US Congress itself will 
drop the idea or that President 
Ronald Reagan will veto the bill 
when it comes up for his approval," 
said an aide to de Clercq. 

EEC sources claim there is “great 
opposition" to the moves within the 
US administration itself. Such mea- 
sures could jeopardise the American 
administration's chances of pushing 
through its demands for anim- 
mediate launching of the new round 
of international trade talks under the 
General Agreement on Tariífs and 
Trade. "An import surcharge weuld 
undermine the administration's.cre- 
pisc as far as a new Ga 

goes," said ieri 











Reag п; Nakasone: a critical phase. 


an import sur- 
charge has sud- 
denly gripped 
Washington as 
the panacea for 
all its economic 
ills. While cri- 
tics of Japanese 
trade policies see 
the surcharge as 
a way of getting 
even with Japan, 
others seeking 
ways to bridge 


budget deficit 
find it an at- 
tractive revenue 


ing the idea only 
to draw the 
administration's 








nate to pass a non-binding resolution. 
But efforts are underway to move 
legislation to retaliate against Japan 
by restricting its access to the US mar- 
ket. In view of the mood in congress, 
the Reagan administration seems 
likely to initiate such actions as stric- 
ter customs control and increased 
tariffs and quotas on Japanese im- 
ports. 


he idea of taxing imports has 

З gained ground іп the US Con- 
gress as the US trade deficit has 
burgeoned. But with the 1984 trade 
deficit reaching a record US$123 
billion, the projected budget de- 
ficit at an unprecedented US$200 bil- 
lion: and. with tempers boiling over 
Japanese protectionism, the idea of 


Fears of antagonising the EEC, 
whose reluctant acceptance of the 
new trade round has been made con- 
ditional on a number of factors, in- 
cluding a standstill in protectionist 
measures, will also prevent the US 
administration from introducing the 
surcharge, claim some EEC officials. 
De Clercq has also warned US offi- 
cials that though he believes that 
* dialogue is the key" to solving trade 
disputes, any increase in US tariff 
walls could trigger retaliatory action 
from the EEC. Although de Clercq's 
threat was more general and not just 
designed to pre-empt the surcharge, 
community trade experts stress that 
new US tariffs will *provoke EEC re- 
taliation." 

"There is no mention of capital-ex- 
port controls but the EEC is believed 
to be ready to increase tariffs on US 
exports if the bill becomes law. How- 
ever, such retaliatory action is “not 
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the desperate 

need to curb the overvalued dollar. 
In late February, Republican con- 
gressman Richard Schulze introduced 
à bill to impose a 20% surcharge on all 


imports from all nations unless they | 


enter into bilateral free-trade agree- 
ments such as the one being negotiated 
with Israel. Charging that other trad- 
ing partners are only paying lip service 
to the principle of free trade, Schulze 
said: "It's time to draw the line and 
ask other trading nations to practise 
what they preach." 

Several other congressional leaders 
have been considering introducing 
other surcharge and reciprocity legis- 
lation. Some such as Sen. John Heinz 
are in favour of imposing a surcharge 
only on the “worst offenders" such as 
Japan. "Don't retaliate against the 


very practical," say EEC officials, be- 
cause the amount of trade affected is 
difficult to calculate. Also while such 
action penalises US exporters, it does 
little to compensate community ex- 
porters for the damage they suffer in 
the US market. 

As in the past when the EEC has 
been forced to take retaliatory action 
following American restrictions in 
the steel sector, the measures would 
probably be backed by all 10 EEC 
states. West Germany and Britain 
could, however, trail behind France 
and Italy. 

EEC officials discount the possibil- 
ity of any collaboration with Japan 
on fighting protectionism in the US. 
"We are determined to get Japan to 
open its markets to European goods," 
said an EEC official, *and we are 
working with Washington to see that 
this happens. I don't see the reverse 
happening." 


attention to | 











measure. Yet | 
others are push- | 





TRADE 


world," he said recently, “retaliate 
against the Japanese. They deserve 
it" 

In fact, the immediate backdrop of 
the sabre-rattling over the import sure 
charge is the heightening tension be- 
tween the US and Japan over the open= 
ing of the Japanese telecommunicas 
tions and electronics markets. The US= 
Japan trade negotiations begun since 
the meeting between Reagan and 
Nakasone in January have reached à 
critical phase, as new regulations con= 


| cerning Japanese telecommunications 
the yawning | 


imports went into effect on 1 April. US 
officials have strongly criticised 
Japan's regulations as restrictive and 
having the effect of virtually bárs 
ring US companies from a potential 


US$4 billion market (REVIEW, 14 
Mar.). 
In an unprecedented move, Sem 


Jack Danforth, chairman of the Senate 
Subcommittee on International Trade; 
refused to meet Nakasone's special en= 
voys, former foreign minister Saburo 
Okita and Sony chairman Akio Morita, 
According to one of his aides, Danforth 
said: “I am not going to see any more of 
these delegations until they come with 
evidence in the form of sales figures 
that the Japanese market has opened." 
His experience in Washington led 
Okita to remark that the mood was 
like that "before the outbreak of a 
war." 


nother indication of the charged 
A was that the Senate 
Foreign Relations Committee 
chairman Richard Lugar, who is 
known to be a close supporter of 
Reagan's foreign policy, announced 
that the US should levy a 20% sur 
charge on imports from Japan as re- 
taliation if it fails to open the telecom- 
munications market. 

Judging by public remarks on the 
subject, the administration seems 
genuinely opposed to a surcharge 
While it is obviously relishing the use 
of this threat on Japan and the Euro- 
pean Economic Community — in the 
case of the former to open the market 
and in the case of the latter to per- 
suade them to agree to a new trade 
round — there is awareness of the dis- 


| astrous consequence and it is likely tà 





oppose the surcharge strongly. US 
Trade Representative William Brock 
(who has just been named secretary of 
labour) said a surcharge would amount 
tothe US shooting itself in the foot, but 
acknowledged that  market-access 


| negotiations with Japan would "be- 


come much more active very quiek- 
ly." 

While the massive deficit with Japan 
provides industry lobbyists with a 
clearly identifiable “enemy,” a wide 
range of politicians and analysts are 
seriously concerned by the administra- 
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' кине taf 2092 rise in the v 


y and fiscal p 
ue of the 


. US dollar (on а weighted-average 


basis against the currencies of other 
major industrial countries) since the 
last quarter of 1980, has seriously af- 
fected the competitiveness of even the 
most efficient sectors such as agricul- 
ture and the electronics and computer 
industry. It has also been driving the 
US hi-tech industry to switch more to 
overseas assembly. 

According to one recent study, 15% 


` of manufactured imports consist of US 


_ decimated by the high dollar,” 


components that have been assembled 
abroad. “While our industry is being 
said a 


“congressional source, “we are facing a 


debt problem that can only be tackled 
by an efficient industry and trade 


Surplus.” The Reagan administration 


_ has been financing its ever-growing 


PAIX eT 


| account balance. 
Һе 


— foreign purchases 
bonds) which amounted 
- 1984 alone. 


a ccording to some 
ki estimates, by the 


US could exceed foreign 
assets by US$100 bil- 


out, are being irrepara- 


budget deficit by international bor- 
rowing (largely through 

of 
and 


Treasury bills 


to a net US$94 billion in 


end of this year 
foreign liabilities of the 


lion. With the cushion- a 
ing effect of US earnings 
from dividends and in- 
terest abroad declining, 
it would have to achieve 
a trade surplus in order 
1o balance its current- 
But 
industrial sectors 
that could be called on 
to play that role, con- 
gressional sources point 


bly damaged by the cur- 

rent policy. 
Explaining the ra- 

tionale behind the push 


icies. A 








iij er es by four percent- 
age Pone by the same year. If these 
projections are supported by indepen- 
dent congressional studies, and if a 
surcharge was seen to help both the 
import-sensitive as well as export in- 
dustries and deflate the dollar and in- 
terest rates, the senate staffer said, 
there will emerge a formidable coali- 
tion in support of the surcharge. 
However, the hope for a coalescence 
of protectionists and reformers in the 
congress has been dampened by the 
release of a report by the non-partisan 
Congressional Budget Office (CBO). 
Danforth had commissioned the study 
in the expectation that the CBO's find- 
ings would support the surcharge idea. 
But the report concluded that a sur- 
charge would lead to "overall loss of 
worldwide economic efficiency," and 
the US in particular would be “one of 





for import surcharges 
and interest-equalisation tax, a senate 
staffer said: "If the administration was 
coming to the Hill with a US$50 billion 
rather than a US$200 billion budget 


_ deficit, we would not be discussing 


this. It would neither intervene in the 
exchange market, nor impose tax, nor 
cut expenditure. It is only inviting 
management of traded goods." Pro- 
posing an import surcharge, he said, is 
one way of catching the attention of 
the government because "it is a viable 
threat." 

Recent studies, such as one by the 
Nobel laureate Lawrence Klein, indi- 
cate that a surcharge could raise 
US$35-59 billion revenue in the 
first year. Another study by Data Re- 
sources Inc. projects an import sur- 
charge reducing the federal deficit by 
half and achieving a near-balance in 
trade by 1991. The dollar, too, is pro- 











the major losers as resources shift 
away from its most efficient [export- 
ing] industries to less-efficient [im- 
port-competing] industries that will be 
partly protected by the trade restric- 
tion." 

However, the Congressional Re- 
search Service (CRS), an independent 
research arm of congress, has indi- 
cated in a preliminary study that the 
high level of the dollar has stretched 
profit margins considerably and many 
importers would reduce the price of 
their products — that is absorb a por- 
tion of the tariff — in order to maintain 
their share of the US market. Accord- 
ing to the CRS' simulation the absorp- 
tion rate could be up to 50%, so that in 
the case of a 20% surcharge the price to 
the US consumer of a US$100 import 
would be US$110 rather than US$120. 

The CBO report, which was re- 














% from its recent | stricted to qualitative analysis, p: 


dicts that a surcharge would e 

domestic prices of imports and import- 
competing goods, thereby increasing 
the prices of resources used intensively 
in these industries. Wonversely, indus- 
tries that rely heavily on foreign im- 
ports would face hWiher production 


costs, leading to feweNkales. 
te forth conceded: “The import 
surcharge may not prove to be 
the best approach. It is clear, however, 
that we must pursue an alternative to 
the status quo.” A leadinf candidate 
among other ideas being considered by 
congressional leaders is an interest- 
equalisation tax that would discour- 
age massive flows of capital to the US, 
especially from Japan, which is push- 
ing up the dollar and aggravating the 
trade deficit. The Japanese have been 
exporting capital at the rate of US$100 
billion a year — half of which is esti- 
mated to be flowing into the US. If the 
flow of capital coming into the US in 
search of higher returns could be stem- 
med, congressional economists argue, 
the dollar would weaken and thereby 
encourage exports and discourage im- 
ports. 

Interestingly, the idea of taxing cap- 
ital inflow is being promoted by both 
conservative congressional leaders as 
well as liberal economists such as 
C. Fred Bergsten. Bergsten calls the 
import-surcharge idea "an incredibly 


CONFIDENCE 
ALL ROUND 


By Paul Ensor in Seoul 


hen economic discussions are 

held with Washington, the South 
Korean Government prefers to hold its 
cards close to its chest for maximum 
effect. Issuing threats and demands on 
trade issues is not the government’s 
way. All too often, such invective has 
led toa loss of face by Seoul, both in the 
eyes of the United States, and South 
Korean opposition politicians — who 
frequently berate the government on 
economic issues, accusing it of “selling 
out” to foreigners when it fails to get 
its way with them. 

With this in mind, officials are 
watching developments in Washington 
over the possible 20% import sur- 
charge, and are holding back on what 
response, if any, Seoul could make to 
such a move. However, in view of the 
options, it is unlikely that any retalia- 
tion would be forthcoming; Seoul has 


eleasing the СВҸ report, Dan- 


very few bargaining chips to play 


against Washington at this stage. - 
Economic officials here are prepar- 


` ing to field US demands on a number of 
trade and investment-related' issues 
| кекен елнын 


Рге- 
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foolish : 
such a major disruption of the world- 
trading system “it may be necessary to 
manipulate directly the capital flows 
which, in a proximate sense, are caus- 
ing dollar overvalugfion by swamping 
trade flows and thefinderlying econo- 
mic fundamentals 

He has sugges 








that Europe and 
Japan adopt iyKerest equalisation 
taxes and the Ug reimpose withhold- 
ing tax on interest and dividends paid 
to foreigners. “The Treasury,” he said, 
"should stop tailoring securities to 
make them pafticularly attractive to 
foreign investors." Obviously, these 
policies would have to accompany a 
fundamental shift towards a balanced 
budget by cutting expenditure, slow- 
ing defence build-up and increasing 
consumption-oriented taxes. 

But nobody is taking the protec- 
tionist wave lightly. There seems to be 
a general] consensus that the coming 
months will see the adoption of protec- 
tionist legislation by sector — notably 
textiles and farm products — which 
will keep piling up the non-tariff bar- 
rier. In a symbolic act designed to give 
yet another warning to Japan, the Se- 
nate subcommittee on International 
Trade passed a resolution calling on 
the president to retaliate against 
Japan. The non-binding resolution 
will be debated in the full senate. If 
passed, it may strengthen Reagan's 
hand in taking action down in the 
Trade and Tariff Act of 1984. п 


sident Chun Doo Hwan visits Wash- 
ington later this month, Tanay un- 
likely would be any form of coopera- 
tion with Tokyo, given the South Ko- 
reans’ strong desire not to be viewed by 
the US as a “second Japan” and the 
public antipathy towards 


Р M South rean exports, the re- 
sults of an b Kor surcharge would be 
- catastrophic. Because of the buoyant 
state of the US economy, and the 
strength of the US dollar, US exports 
as a share of total exports have grown 
steadily, reaching 38% last year. — 
According to Kim Kihwan of the 
Economic Planning Board, "the US 
problem with trade stems from the 
strength of the US dollar, and a tax on | 
TOTUM m would Said 
ав 
erence it; this 


| I [pL 
; by the dollar's eire values 
кимен Japan and Europe. - 


h McDonald writes from Syd- 
were t-surcharge proposal is 
li cba ray br ao 
an not y: 
E alarm айын Ganherra. "émet: 
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" but says that to head off | | 





lion) in exports to the US in the 


_ На in 1983-84, or 21.5% of all Austra- 
н for "i first fime, by Japan), 





Tokyo argues that a US import surcharge is an economic 
boomerang which will hurt Americans more than Japanese 


By Charles Smith in Tokyo 


А 


of the escalating crisis in 











sharply widening perception gap 
seems to be one of the main causes 
United 
States-Japan trade relations. The Ja- 
panese Government evidently took the 
view that it was going well beyond the 
call of duty in the last week of March, 
with the announcement of a decision to 
continue “voluntary restraints” on car 


exports for a fourth consecutive year, 
even though the US had not asked it to 
do so. 

In Washington however, the new 
Ministry of International Trade and 
Industry (Miti) "limit" on car ships 
ments (2.3 million units as opposed to 
1.86 million in the year to 31 March) 
has been interpreted as a signal for 
sharply increase 





ing shipments 
during the com- 
ing year. One US 


senator, accord- 
ing to Tokyo press 
reports, com- 


mented that the 
figure could mean 
a loss of 100,000 
jobs in the US ear 
industry 

The perception 
gap obviously ap- 
plies also to the 
outcome of talks 
on the liberalisa- 
tion of telecom- 
munications im- 
ports. Japan takes 








likely to be accepted by the US admin- 
istration,” « one official said. 
With some A$2.7 billion (US$2.4 bil- 


June 1984, nearly 11% of total chart, 
Australia has a lot at stake in the US 
import regime and has already had its 
battles over access, unitary taxation 
and beef-import restraints. 

Australian trade officials have been 
instructed to make their country’s ob- 
jections to the surcharge known in 
Washington, but have not yet moved 
into a -scale lobbying effort. “If 
there were any likelihood of the sur- 
charge idea getting somewhere we 
would move rly quickly to try to 
head it off,” said one official involved 
in trade policymaking. 

Measures could include bilateral 
representation to the US administra- 
tion at high level, direct lobbying of 
congressmen, or collective action with 
other affected countries. Referring to 
the latter course, the trade-policy offi- 
cial said: “We have done it before, in 


ustralia's leverage is inorena of- 
ficials believe, by the two-to-one trade 
balance in the Americans’ favour. The 
US exported A$5.19 billion to Austra- 


lian imports (a share only marginally 








| however, is said to be 


the view that it 
has "substantially" met American de- 
mands for administrative transpa- 
rency and for the equal treatment of 
foreign and domestic products, in 
drafting the new set of regulations itis 
introducing to coincide with the 
privatisation of Nippon Telegraph and 
Telephone (the former state telecom- 
munications entity) Washington, 
"far from satis- 
fied" and is still seeking concessions 


| from Tokyo, even though the deadline 


for the introduction of the new system 
was 1 April. 


apan's failure to satisfy Washing- 
ton, despite what are seen in Tokyo as 
the major efforts of the past few weeks, 
is beginning to create frustrations in 


| Tokyo. The passage of a US Senate re- 


solution calling on President Ronald 
Reagan to introduce restrictions on Ja- 
panese imports within a specified time 
limit can only have intensified the feel- 
ing that whatever Japan does, the US 
(or, at least, congress) will continue to 
feel that it has a grievance 


But, Prime Minister  Yasuhiro 
Nakasone apparently means to make 
one more major effort to "pacify" 


Washington. A series of trade-liberali- 
sation measures, to be announced in 
mid-April, will be aimed primarily at 
the US. The package is being timed to 
precede the OECD ministerial meeting 
to be held in Paris on 11-12 April, 
where Japan's global trade surplus, as 
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well as its bilateral problems with the | Of the various count 


US, are bound'to receive a prominent 
airing. 
Partly because it is still trying to pla- 


. cate rather than provoke Washington, 










y 


"em 


Lem 


theJapanese Government has had very 
little to say so far about what it might 
- do if the US resorts to the extreme 
_ measure of imposing a surcharge on its 
imports. There has been some talk 
among politicians (but not yet, appa- 
rently, within the Finance Ministry) of 
slapping controls on capital outflows 
cluding investments in US treasury 
ls) so as to offset the negative impact 
i Japan's exports which would result 
от a surcharge. 

- Another way of “punishing” the US 


— would be to buy farm products such as 


cotton or maize from China instead of 
from American farmers. This would be 
easy to do and might have the benefi- 
cial effect of increasing China's ability, 
or at least willingness, to buy from 
Japan. However, it is far too early to 
report that such measures are being 





seriously considered by the govern- 
ment. 


he idea that Japan might retaliate 

against a US surcharge by intro- 
ducing an import surcharge of its own, 
appears to have been dismissed out of* 
hand. The main effect of a surcharge 
on Japan's imports would be to raise 
the prices of imported raw materi- * 
als and fuels and thus undermine the 
competitive strength of Japanese in- 
dustry. 

Rather than taxing imports, it has 
been suggested in some quarters that 
Japan should slap a surcharge on its 
own exports — thereby, hopefully, 
pre-empting any protectionist moves 
that the US might be planning while, 
at the same time, channelling some 
extra funds into the national Treasury. 










mooted at present, this o on 
has the largest following” But the 
amount of attention being paid to the 
export-surcharge idea is dwarfed by 
the continuing emphasis on trying to 
head off trouble with the Americans by 
opening the Japanese market more 
fully to US imports. 

Japanese officials admit that a sur- 
charge of 20% on US imports could se- 
verely hit Japan’ s exports in the short 
run, and, by doing so, remove one of the 
main driving 'forces behind the the 
economy. More serious, according to 
analysts at Miti, would be the effeet on 
the US itself. An import surcharge 
would result in slower US economic 
growth, one Miti official argues, be- 
cause higher prices for imported con- 
sumer goods and machinery would dis- 
courage private consumption and cap- 
ital investment by industry. 

Over a six-year period, the amount 
of growth lost as a result of a surcharge 
of 20% in year one, and 15% and 7% 
respectively in years two 
and three might hit 
around US$200 billion (in 
real 1972 prices), accord- 
ing to Miti estimates. This 
would be substantially 
mare than the US$196 
billion (in nominal prices) 
that the surcharge would 
earn for the US Treasury 
over the same period. 

Apart from hitting 
gross national product 
growth, Miti says a sur- 
charge would force up US 
interest rates still further 
via its impact on infla- 
tion. Higher interest rates 
combined with a reduced 
current-account ` deficit 
would then drive the dol- 
lar even further up, there- 
by, cancelling out some of 
the benefits originally 
hoped for from the sur- 
charge. Miti officials 
claim that informed Ame- 
rican opinion agrees with 
their estimate of the ef- 
fects of a surcharge. 

If the US goes ahead with the sur- 
charge idea, Japan will try to argue 
that it is breaking the rules of the Gen- 
eral Agreement on Tariffs and Trade, 
though, privately, most Japanese offi- 
cials are willing to agree that even this 
may be open to question. Far more im- 
portant will be the effect on the overall 
Japanese commitment to free trade. 
The campaign to launch a new round of 
trade-liberalisation talks within the 
Gatt, of which Japan and the US have 
been joint promoters, will have been 
fatally weakened if Reagan gives in to 
the surcharge lobby. So will the ability 
of the Japanese Government to keep up 
its fight against the vested interests 
within the country which have been 
stubbornly resisting import liberalisa- 
tion. п 
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noves 


Fell 
into t 


grey zone 


Hongkong’s regulater of banks 
and finance companies eschews 
simplistic black-and-white rules | 


By Anthony Rowley in Hongkong 


overning Hongkong's banking and 

finance-company sector — a col- 
lection of nearly 500 institutions rang- 
ing from the branches of multinational 
banks and world-size domestic banks 
down to the smallest deposit- -taking 
companies (DTCs) — requires flexibil- 
ity above all, and that cannot be 
achieved through the present "rule- 
driven" approach, according to Com- 
missioner of Banking Robert Fell. So, 
he is aiming to replace the cur- 
rent pro forma system of prudential 
supervision with one that combines 
reasonableness with toughness, both 
enshrined in wide discretionary pow- 
ers. 

The need for reform is unquestion- 
able. The near-collapse of the Hang 
Lung Bank in 1983 before it was res- 
cued by the government, the failure of 
Dollar Credit and a group of other 
DTCs, and the dangerous exposure of 
even the most solid-looking local and 
foreign banks to the failed Carrian and 
Eda groups in particular — and the 
property market in general — made 
that obvious enough. The causes 
ranged from bad banking judgment 
to outright fraud in the case of some 
collapsed DTCs. But in all cases, the 
supervisory authorities did not de- 
tect the problems until it was too 
late. 

Those traumas provided the current 
impetus for reform, though Fell claims 
that the resilience which the banking 
system (defined to include nearly 350 
DTCs as well asthe 140 licensed banks) 
has shown since, allows for a measured 
pace of reform. The detailed proposals 
circulated on 28 March to all the depo- 
sit-taking institutions in the territory 
are unlikely to find their way into 
legislation before the end of 1985 — 
one year after a Bank of England team 
presented its (unpublished) report on 
how financial supervision might be 
tightened. 

Fell, who came to the job of banking 
and deposit-taking company commis- 
sioner late in 1984 from the post of 
commissioner for securities ha$ dem- 
onstrated an easy-going manner that 
belies his inner resolution. Something 
of that iron-fist-in-a -velvet-glové ap- 
proach is apparent in. thé wording of 
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the letter he sent to all banks and fi- | 
nance companies along with five con- 


sultative documents on reform. Al- 
though stressing that the proposals 
are tentative at this stage, Fell notes 
that “if we cannot fbtain better ideas 
from you and othe people, it is likely 
they [the thoughtgof the commission 
and of a core of 4f banks and DTCs so 
far consulted] w@uld become the basis 
for recommendafions for development 
of firm and workable proposals." 

The five discussion papers, on which 
Fell has given the industry until the 
end of April To comment, cover the 
general framfework of banking and 
DTC supervision, capital adequacy, 
liquidity, the role and content of 
monthly statistical returns and exami- 
nations and audits, They mention only 
in passing other matters — such as 
powers of the commissioner to approve 
major shareholders of banks, the pos- 
sibility of a deposit-insurance scheme 
in Hongkong and suggestions for a dis- 
count window. These are being treated 
as worthy of attention after the basic 
proposals have been dealt with. 

Central to the arguments of the pre- 
liminary consultation paper is a view 
that "the object of the [banking] com- 
mission activities should be the protec- 
tion of the interests of depositors and 
the promotion of a secure banking sys- 
tem." This in itself marks a refreshing 
change from the past when the collec- 
tion of statistics and the jealous guard- 
ing of their secrecy under the banking 
ordinance appeared to have become an 
end in itself, to the point where those 
concerned with commercial crime had 
to fight for information needed to curb 
banking offenders. 

The fact that a deposit-insurance 
scheme is now under consideration 
again, after being ruled out by Finan- 
cial Secretary Sir John Bremridge, also 
appears significant. Some institutions 
apparently now favour it (especially 
DTCs) to restore public confidence in 
smaller institutions. 







he paper admits that the commis- 

sion's "central function up to now 
has been limited mainly to ensuring 
that statutory requirements on liquid- 
ity and lending are met" and that "the 
existing statutory framework for 
supervision has become inadequate." 
Fell said bluntly: “One set of regula- 
tions for so diverse a group of institu- 
tions is meaningless." 

In future, the commission should 
operate *on a more discretionary basis, 
relying more on its judgments about 
the capacity of management in each 
bank to cope with the challenges it 
faces." Generally, the approach will be 
to insist on minimum requirements of 
capital and liquidity to guard against 
"unexpected misjudgments or bad 
luck; But where management is found 
to be.weak, bigger safety margins of 
capital and liquidity will be required 
and in more serious cases, "other re- 
straints” put upon management, in- 
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The commissioner already has 
power to take draconian steps such as 
revoking a licence, but in place of this 
“black-or-white” approach Fell wants 
a “grey area — a large area of discre- 
tion” where the commissioner can act 
at will. As things stand, no condition 
can be put upon a bank's licence (to re- 
strict its lending policy or any other ac- 
tion to protect depositors' interests) 
without.an order of the governor-in- 
council, 

As Fell said, a bank could be bank- 
rupt by the time such an order is ob- 
tained. The commission did move re- 
cently to protect depositors in the local 
DTC of the Deak Perera group. But this 
was only by putting a "novel interpre- 
tation" on what the ordinance says 
about protection of depositors, Fell 
wants such interventionary authority 
as of right. 

At the same time, he says the com- 
missioner needs to become “more ac- 


countable” for his ac- 
tions. How is not spelled 
out in detail, though 


statutory limits on his 
ability to "dictate or per- 
mit management policies 
in banks" have been sug- 
gested. Such curbs will be 
on the setting of "basic 
balance-sheet relation- 
ships" rather than in the 
commission's powers to in- 
fluence the wider actions 
of management, if the 
commission has its way. 
Few of the local and 
foreign banks and DTCs 
so far consulted seem to 
have challenged this, 
though they have ques- 
tioned the capacity of the 
commission staff to police 
such a huge and diverse 


banking and  finance- 
company sector as Hong- 
kong's. 


The commission's re- 
sponse to this isthat it has 
already built up a “consi- 
derable body of professional expertise 
and knowledge" and that the “capa- 
city to make the required judgments 
and act on them could be generated 
over time." Fell believes that in “99 
cases out of 100," any problems which 


arise can be settled between the in- | 


stitution concerned and one of his 
three assistant commissioners, who in 
turn preside over a staff of some 160 
accountants and banking profession- 
als. 

Once individual banks and DTCs 
have responded to the consultation 
papers, the commission will consult 
the industry-elected bankers’ and DTC 
association, and then the government- 
appointed banking and DTC-advisory 
committees. It is proposed these advis- 
ory committees should meet quarterly in 
future, instead of occasionally. п 








new rules 
of the game 


Both the letter and the 
spirit of the regulations will 
be counted from now on 


apital ratios represent a revolu- 
tionary proposal for Hongkong 
banks, accustomed only to having to 
demonstrate liquidity (which can eas- 
ily be window-dressed or manufac- 
tured) to examiners. The proposal is 
proving predictably contentious — not 
least as between local and foreign 
banks — even though no hard-and-fast 
ratio is being pressed upon them 
The Hongkong Banking Commission 
did initially suggest a common mea- 








Fell: iron fist in a velvet glove. 





sure of capital adequacy should be 
adoped (10% of risk assets), but vari- 
ous banks argued that this was too 
onerous — and unnecessary, in view of 
their good spread of risks. Local banks 
argued that they would be disadvan- 
taged against foreign banks, which 
could use their parents' capital to 
leverage their lending from Hongkong, 
unless such banks were compelled to 
pay in more capital in Hongkong. 
Some major local banks were pre- 
pared in principle to accept a 10% 
ratio but argued that they have to com- 
pete in an international environment 
and banks elsewhere (in the United 
States for example) are permitted to 
gear up their assets well bevond a 10:1 
ratio. The banking commission was 
also warned that a strict ratio might 
scare away from Hongkong those Ja- 
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_ Strict in some respects than 
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national standards) of 12.5:1 and a 
"very restrictive 5:1. This also fits in 


‘it 
liabilities have to be in- 


p along with other 


x 
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any case, argued some local bank- 
the basic problem in defaulting 
anks or deposit-taking companies 


` (DTCs) in Hongkong has not been in- 
- adequate capital but the quality of 
` bank assets (loans) and to whom they 
— were lent. Even so, the banking com- 
_ mission is sticking to its guns over the 
— need for some sort of ratio, and is now 
suggesting that the "desirable range of 
` its discretion” should be 8-20% — in 
other words, anything between a still 


uite cautious gearing ratio (by inter- 


with what has been found to be the ac- 
ual capital-to-asset ratio of a median 
ange of banks and DTCs in Hongkong. 
The ratios are not quite as tight as 
ey appear at first sight. Specified li- 
d assets would need to be calcu- 
ted at only a fifth of their balance- 
eet value for the purposes of the cal- 
lation, permitting banks 
hold a relatively high 
portion of such assets if 
so wished and still 
within permitted 
hits. However, what 
unts as “liquid” is still 
le bone of some contention 
- with bankers arguing 
at, for instance, Hong- 
g Government bonds 
ey are allowed to count 
liquid are not so liquid 
is non-eligible assets (such 
as holdings of short-term 
lls in Tokyo's gensaki 
arket). 
On the other hand, the 
capital-assets ratio is more 


appears. Contingent 


oan assets and, with the very rapid 
owth in recent times of such business 
| revolving underwriting facilities 
UF) — where banks carry huge 
underwriting risks which do not ap- 
pear on their balance-sheets — the in- 

usion of such contingent liabilities 
could greatly diminish opportunities 
for gearing up on other types of loan 
assets. In fact, the inclusion of contin- 
"gent liabilities is the area of "most con- 
cern” in the capital-ratio proposals, 
says the banking commission's consul- 
tative paper. 


ET» fact that banks in Hongkong 


generally tend to have what is as- 


` sumed to be a generous layer of hidden 


‘reserves which they will be able to in- 
clude as part of their capital, will cush- 
ion them against the impact of capital 
ratios. However, any investments in, or 
loans to, subsidiaries will have to be 
deducted from capital, to avoid double 
counting between a bank and its sub- 
sidiaries. 
Another 


contentious issue for 





in ех han 2596 d 
their capital (which is strictly contrary 
to current banking rules in Hongkong 
but is got around by "comfort letters" 
from their parents) has to be deducted 
from capital in calculating capital 
ratios. The banking commission evi- 
dently is not altogether satisfied that 
foreign banks issuing such comfort let- 
ters or guarantees really appreciate the 
degree of “over-trading” which their 
Hongkong branches are indulging in. 
So it is suggesting that foreign banks 
be compelled to transform their Hong- 
kong subsidiaries into limited-liability 
companies. 

As far as bank and DTC liquidity is 
concerned, the most significant aspect 
of the proposed reforms is tackling the 
abuse of liquidity creation, especially 
by foreign banks — though not exclu- 
sively so. Asthe consultative document 
noted: "Inter-bank liabilities have 


proved to be a major cause of liquidity 





problems in the recent past." The way 
in which Hongkong institutions can 
manufacture liquidity at present is to 
borrow and lend simultaneously in the 
inter-bank market, an especially easy 
procedure between a foreign parent 
and its Hongkong subsidiary. 

The inter-bank loan is counted as 
being liquid, even though there is a 
matching inter-bank deposit or liabil- 
ity. So the proposal now is to net off 
inter-bank claims against inter-bank 
liabilities in determining what is the 
true liquid position of a bank. Other- 
wise, the actual liquidity ratios will 
probably be similar to existing ones, 
and taken by reference to "all current 
liabilities callable or maturing within 
three months." 

Another aspect of the liquidity de- 
bate is how liquid a bank's asssets real- 
ly areif it has given charges over them. 
The commission seems prepared to 
avoid a blanket rule on this, accepting 
that smaller banks in particular can 
still have a sound business while “bor- 
rowing upon the security of their as- 


ins potheca 
(uncharged) assets to cover depositors' 
claims. 


nk admission on 
onthly returns 
currently have 


n a remarkably 

the quality of th 
which banks and D 
to submit demonstraMng their liquid- 
ity, the commission says that such re- 
turns are not well-suited to keeping 
track of business developments and 
are "useless as a means of monitoring 
profitability, larger single-risk expo- 
sures and possible futurefcash flows." 
This has certainly proved to be true in 
the case of those DTCs which collapsed 
in recent years, This inadequacy means 
that all the more reliance has to be 
placed upon the commission's periodic 
inspection of individual institutions. 

In place of the monthly return, a 
new, more comprehensive quarterly 
return is proposed (though more fre- 
quent returns could be required where 
problems arise) which 
would aim to give a more 
meaningful picture of what 
is going on within a bank or 
DTC. Among other things, 
the mock-up for this new 
return requires that loans 
be detailed so as to make it 
clear where they have been 
granted to “financially 
connected or associated 
parties” as well as to the 
primary borrower. 

When the contents of the 
returns are computerised 
later this year, this should 
enable the commission to 
get early warnings when an 
institution is overexposed 
to a connected group of 
companies or persons — 
even though each loan in- 
dividually might be within 
accepted limits. This is a long-overdue 
reform, given the way in which some 
banks and DTCs have dangerously 
overexposed themselves to such 
groups (often offshore) without the au- 
thorities knowing — until it was too 
late. Banking Commissioner Robert 
Fell says that the commission will use 
its powers to go behind nominees, too, 
to prevent such abuse. 

Fell is proposing that, with better 
statistical returns, less-frequent visits 
will be required to banks by the com- 
mission’s examiners. In turn, this will 
put more onus upon auditors. While 
not favouring the Singapore system, 
where auditors have to sign off with 
the Monetary Authority of Singapore 
before signing a bank’s audit, Fell 
wants to institute closer liaison be- 
tween bank auditors and his commis- 
sion. This proposal has met less oppo- 
sition than expected on grounds of the 
conflict of interest it might cause in the 
eyes of commercial auditors. “We find 
we are pushing on an open door,” com- 
mented Fell. — ANTHONY 
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ASIAN BANKING CENTER 
YOUR ANSWER TO WORLDWIDE DEPONIS 


Welcome to the world of Citibank. 
A world which includes over 80 
years of Asian experience and ex- 
tends to 94 countries. With assets of 
over US$140 billion, Citibank is the 
world’s leading bank. 

The Asian Banking Center, an 
important part of our world, was 
created to help you diversify your 
assets and look after your particular 
financial needs. 

Our Asian Banking Center network 
is located in Singapore, Hong Kong 


ASIAN BANKING CENTER 


and San Francisco where there is no 
tax withholding on your deposits. 


As a depositor you will be assigned 
a Personal Financial Officer who 
will handle your account efficiently 
and in the strictest confidence. 


If you would like to know more 
about the wide range of financial 
services we offer, please fill in the 
attached coupon or call us on any 
of the private Asian Banking 
Center lines listed below. 


SINGAPORE : HONGKONG ‘SAN FRANCISCO 


| Please send me more information on 
| Г] Asian Banking Center Singapore 
| Г] Asian Banking Center Hong Kong 











| 

D Asian Banking Center San Francisco | 

| 

| Name | 
Address - = = 

СШ: ieee Tel — j 

Mail to; Asian Banking Center, Citibank N A. Š] 


One Shenton Way. Singapore MIO ги 


CITIBANCG 


In Singapore: One Shenton Way, Singapore 0106. Tel: 224-5757 Telex: RS22462 CITABC or 268 Orchard Road, Yen San Building. Singapore 0923. Tel: 732-2288, Telex: RS37446 CTTABC 
In Hong Kong: Lee Gardens, 37 Hysan Avenue, Causeway Bay, Hong Kong. Tel: 5-761390 oc call our Hot Line 5-299166 7 to enquire about the nearest Citibank branch 
In San Francisco: Asian Banking Center, Citibank International, Citicorp Center, 24/ F, One Sansome Street, San Francisco C A94104, USA. Tel: (415) 627-6495. Telex. 278374 





In pursuit of profits 





As you leave the haze of Newport's 
industry behind, you can actually smell 
the air getting fresher for every mile you 
drive along the road that winds up to 
Brynmawr. The name of the town is 
Welsh for “big hill”, and it certainly 
deserves its name. Up here you'll find 
Control Data's only European plant for 
magnetic media. 

Why did a computer giant like 
Control Data choose this tiny hamlet 
perched on the edge of Wales’ most stun- 
ning national park? 

The answer: the clean air. 

To appreciate this obsession with 
cleanliness, first you have to understand 
a little about computer technology. A 
magnetic disc used for storing informa- 
tion resembles an LP record. And, just 
like a record, a pick-up is used to tap the 
information on the disc. 

But there are two major differ- 
ences. A disc rotates at the impressive 
speed of 3,600 rpm. And the pick-up is 
flying, or rather, low-sniffing, only 0.3 
millionths of a meter above the disc’s 
surface. 

Here comes the complication. 








Certain processes in high-tech industry call for an extra- 
ordinarily clean environment. So much so, that sometimes 
not even nature's sown untainted air is pure enough. 

This is the story of how an advanced engineering com- 
pany called Atlas Copco helped a Welsh manufacturer of | # 
computer discs and tapes improve quality and cut costs. 

If you're concerned with company profits, this story could 
relate to you, too, no matter what industry уои re in. 


THE SECRET OF BRYNMAWR'S. 
CLEAN AIR. 





An ordinary smoke particle is approxi- 

















mately 0.5 millionths of a meter in dia- 
meter, or almost double the pick-up's 
flying altitude. If such a particle sticks 
to a disc in the Control Data plant, 
sooner or later it will crash into some 
client's pickup, which will shatter. 

So there simply better not be 
any smoke particles in Control Data's 
Brynmawr plant. And no other for- 
eign particles, such as microscopic 
oil drops, either. 

Especially not in the plant's 
6,000 square meters of clean 
rooms, where the air is thoroughly 
filtered and all personnel dress in surgi- 
cally sterile clothing. Here, about 300 
liters per second of compressed air are 
used in the production of 8,500 discs 
every day of the year. 

But doesn't compressed air imply 
a thin mist of oil? Couldn't these oil par- 
ticles wipe out delicate pick-ups the 
same way smoke particles do? 

With an ordinary compressor, yes, 
of course. Oil contamination could 
swamp the whole company with custom- 
er complaints. 

That’s why Control Data came to 
Atlas Copco. 


The engineers at 
Atlas Copco had a remedy for this: 
a rotary screw compressor called ZR, 
machined to such fine tolerances that 
| you can run it without lubrication. And, 
no lubrication, no oil contamination. 

“The Atlas Copco ZR compressor 
was an easy choice,” says Phil Cornelius, 
Development Engineer at the Brynmawr 
plant and the man responsible for the 
supply of compressed air. “Our electri- 
cally powered system also comprises an 
air dryer and an intercooler, and it all 
works very well?” 

But the most stunning facts about 
the Control Data installation—the econ 
omy —are yet to come. 


And here's the solution. 
The problem with ordinary 
compressors, like the one 
Control Data used to have, 
is lubricated compression 
chambers. What you get is 
oil-contaminated air in di- 
rect contact with your 
discs, if you have a plant 
like Control Data's. Or with 
your beer, in a brewery. Or 
with your medicine, in a 
pharmaceutical company. 


Who is this Atlas Copco? 
By now you may be wondering, “What 
has all this got to do with me? I'm not 
even remotely concerned with the mag 
netic media business: 

A lot, we hope. Read on and see. 

Atlas Copco is one of the world’s 
leading companies in the field of com 
pressed air and hydraulics. But we're 
also active in other technical areas, sucl 
as electronics. 

The company sells its 3,000 prod 
ucts and services to 250,000 registerec 
customers in more than 120 countries 
Our manufacturing and product devel 
opment are spread over 16 countries 
Invoiced sales in 1983 exceedec 
$1,000,000,000. 





Atlas Copco rotary screw 
compressors are machined 
to such fine tolerances that 
you can run them with dry 
compression chambers. 

No lubrication, no 
oil contamination of the 
compressed air. 











Development Engineer Phil Cornelius at 
the entrance to the clean rooms. 
Here the air showers literally 
knock off smoke particles and 
j other debris that might jeopard- 
^ ize production. 
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eT So together with Atlas Cope 
СИ in London, Phil Cornelius de 
signed a heat-recovery systen 
which today supplies the 1,000 
С employee plant with half of its 
demand for domestic hot water 
ES This represents an annual energy 
savings worth some £2,000 

But this is onlv the tip of 
the iceberg. 

The new dryer consumes 
| much less energy than the former 
|) one.£4,000 per annum, to be exact 
E To say nothing of the ZR com 

pressor, which beats its predecessor 
by £25,000 each year 

Allin all, Phil Cornelius and his 

new Atlas Copco device are cutting 
energy costs by £31,000. Every year 
That's not bad for an investment of 
£40,000. 

Your ticket to better profits. 
When you buy something from Atlas 
M Copco, you don't get a product. You get 
a profitable solution to a problem. Our 
aim is to help you cut your operating 
costs or increase your income. Or botl 
We don't pride ourselves on has 
ing developed our methods and prod 
ucts all on our own. They are the result 
of close cooperation with our custome! 
Like in the case history you just read 
Atlas Copco has 15,700 en 
Typical customers ployees on five continents. We have ou 
are industries involved in mechanical | own sales companiesin 46 countries an 
production, food processing, chemicals, distributors, including direct sales opt 
pharmaceuticals, textiles, and electron- | ations, in another 80. All this is back: 
ics. Included in this group, of course, up by over 400 service centers with 
are building and construction contrac- mechanics and spare supplies all around 


tors and mine operators. a IA ality is: concerne the world. 
as production quality is concerned. It So we're never more than a phone 


helped cut production costs dramatically. call eases 
А : | call away. 
| Heat is the unavoidable by-prod 2 СЕРИИ 
uct of compression. Up to 95% of the 
energy used by an Atlas Copco station- Atlas Copco 


ary compressor can be recovered in the 













Згуптамт plant 
and those impressive facts. 

Not only did the new equipment 
give Control Data peace of mind as far 
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YES I| would like to see for myself Маі! this coupon to Atlas Copco Head- 





Year | $ ifAtlasCopcocouldhelpme quarters, 5-105 23 Stockholm, Sweden. | 
make a little more money. Or use this magazine's reader service 
[C] Send me your brochure, “In Pursuit of сага. 
| Profits", with more case histories like this Name | 
one and general information on how 
| Atlas Copco solves customer problems position | 
The discounted pay-back period for Con- and needs. 
trol Data's £40,000 investment in the new []Mybusinesis — | Сотрапу 
Atlas Copco compressor was only 15 | (specify type of industry). Send me in- | 
months. formation that shows what you can doin Street — 
| this field. | | 
In recent years, Atlas Copco has | I'm interested in. LL, City " 
also established itself in new areas such (specify type of product). Send те rele- State Zip 
as gas compression, the mining of soft | vant literature. | 
rock—including coal—and heat-energy [.] Have your nearest representative call Country 
recovery. 4 | me for a no-obligations discussion about | 
The extra plus. a specific product. Phone ы 


Okay, now let's take another look at the a) dens inen cmm. sum GEEK cum comm uio mis Gn dM E 5 





SHARP HAS ITALL 
OES IT ALL. | 


Whatever your copying task, there is a superbly 
engineered Sharp copier all ready to perform it. 




















SF-781 


Vocal 





Multiprovider ' 


SF-825 
Creative Copier 


@ TAIWAN: AURORA CORPORATION 
8th Fi., No. 148, Sung Chiang Rd., Taipei, Taiwan 
Tet: (02) 5639971 (10 lines) 
€ THAILAND: THE BANGKOK TRADING CO.. LTD 
995-999 Charoen Krung Road, Pitsien Bridge 
Bangkok 5, Thailand Tel: 234-5093 
@ THE PHILIPPINES 

DATACOM SYSTEMS CORPORATION 





No 65 Buendia Avenue, Makati, Matre 
Manila, The Philippines 
Tel: 815-24-73, 815-24-74, 815-24-11, 815-18-73 


Ф INDONESIA: рт TRITANU 
Jalan Ir. H. Juanda Ш-МО 12 
Pusat-Indonesia Tet 367608 














SF-756 
Basic Compact 


SF-771 
Expandable Copier 


* SF 461 Automat 


нараа рари 





SF-900 


New Business Copier 








Does your office demand speedy 
copywork? And versatile copywork, 
like enlargement/reduction? Maybe 
you want to keep your options 
open for the future with automatic 
sorting and document feeding 
potential. To satisfy these needs 
choose the SF-900, Sharps New 
Business Copier. 

Are you in the market for a 
compact, deskside copier, capable 
of fulfilling basic needs at a basic 
price? Then choose the no-frills 
SF-756. 

If you're looking for something 
in between the SF-900 and SF-756, 
Sharp has additional models to 
measure up to your particular 
standard 





HARP 


SHARP CORPORATION JAPAN 


@ HONG KONG: ROXY ELECTRIC CO,, LTD ipot 











64-64A. Maxwell Road, Ipoh Tel. 546984 
Room 1701-1710, Admiralty Centre, Tower 1,18 Malacca: 387 7 31 Jaya 
Harcourt Road, Hang Kong Meilak 
Те! 5-822931 1 (16 lines | Ва 7 > Tamar 

h Tel 33635 
@ SINGAPORE: ROXY (SINGAPORE) PTE. LTD Kuantan Air Putih. Kuantar 
483 Tanglin Halt Road, Singapore 0314 Te 
DEMNM Ф SRI LANKA: вас ; 
@ MALAYSIA: ROXY (MALAYSIA) SON. BHD PO Box 20 tat DN اھ ا و بد‎ 
Lot 16, Jalan 223, Section 14, Petaling Jaya Sri Lanka Tel 91171 (8 lines) - ` 
Selangor. Malaysia Tel 571477, 571295, 574313 
571364 and 561911 Ф BANGLADESH: UNIVERSAL BUSINESS 
Branches MACHINE LIMITED. 
Penang: 409-409A. Burmah Road. Penang Al-Haj Mansior ”\. 82. Motijhec 
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BANGLADESH 
5 2571 7124. 237124 & 712€ 
64 2498 UBM ВЈ 
Saroja, Dacca 
@ PAKISTAN BUSINESS INTERNATIONAL 
п Chamb jers. PO Box 681 LI. Chundngar 
Karachi. Pak far Tat 21492. 48 











* Please contact your local Sharp 
distributor for further information 





Spiced with Ohmae 


Malaysia’s prime minister increasingly relies on a 
little-known Japanese economist for guidance 


By James Cladgn Kuala Lumpur 


| na blunt critique of the region’s есо- 
nomic progress, Malaysian Prime 
Minister Datuk Seri Mahathir 
Mohamad зш бова assembled Asean 
economic mirmsters and diplomats in 
February with some unusual remarks 
about global industrial trends 
(REVIEW, 28 Feb.). "Although the Ja- 
panese, the European and the Ameri- 
can governments seem to be fighting 
each other over trade," Mahathir said, 
amid an audible stir, “their big manu- 
facturers are actually collaborating 
with each other." 

These were not the Malaysian 
leader's own ideas. They came, as 
Mahathir revealed, from a Japanese 
economic guru named Kenichi Ohmae. 
"In a book [by Ohmae] which will be 
published soon," Mahathir confided, 
"it would appear that the three power- 
ful Northern economies have actually 
divided the international marketplace 
among themselves." Southeast Asia 
has gone “to the Japanese, West Asia 
and Africa to the Europeans and Cen- 
tral and South America to the United 
States," he told the officials. 

Although Ohmae's name rings few 
bells in offices or newsrooms here, 
sources close to the government 
suggest that the Tokyo-based consul- 
tant during the past year has become 
one of Mahathir's most valued over- 
seas advisers. Some senior officials 
even say Ohmae exerts an increasingly 
powerful, behind-the-scenes influence 
on the prime minister and through 
him on overall Malaysian economic 
policy. 

Mahathir's explicit reference to 
Ohmae in February was a rare glimpse 
into a very private consultancy. Ohmae 
— who works with Mackinsey Busi- 
ness Consultants has won 
Mahathir' respect for his views on 
trading and industrial trends; he has 
visited Kuala Lumpur at least twice in 
the past year, holding special, in-house 
briefings for ministers and top civil 
servants. 

His influence extends beyond occa- 
sional visits. A senior government 
source told the REVIEW that Mahathir 
also trades ideas with Ohmae "fre- 
quently by telephone — once a month 
at least." The Malaysian leader has 
also urged his advisers, ministerial col- 
leagues and top officials to read 
Ohmae's book The Mind of the 
Strategist, for guidance in deciphering 
economic trends. 

Ohmae's ideas range far and wide. 
While in Kuala Lumpur at the begin- 
ning of the year he offered policy cor- 
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rectives ranging from boosting export- 
led growth to creating a few corporate 
giants to revitalise the private sector 
At what Mahathir described as a 
“high-powered gathering” of de- 
partmental heads to meet Ohmae for 


two sessions in January, the consultant | 


put forward a series of proposals that, 
as Mahathir reportedly said, were 
“beneficial to us even if not so benefi- 
cial to Japan — but that’s what we ex- 
pect from our consultants.” 

Invited to comment on the Malay- 
sian Government's Mid-Term Review 








Mahathir: willing to experiment. 


of the Fourth Malaysia Plan released in 
April 1984 (REVIEW, 23 Feb. '84), 
Ohmae concentrated on steps that can 
help or hinder Mahathir's effort to turn 
his basically agricultural country into 
an industrial state (REVIEW, 14 Feb). 
“That is the basic issue,” Ohmae re- 
portedly said at one of the briefing ses- 
sions. 


hmae apparently argues that, des- 
pite government expectations of a 
larger population next century, Ma- 
laysia's small domestic market cannot 
absorb production from the nation's 
fledgeling heavy industry. The country 


| 
| 
| 
| 






described as “one point five” rural in- 
dustries (that is, industry which is 
neither purely primary nor secondary) 
analogous to the pickling, fruit jam or 
sardine roll plants set up in Japanese 
villages. 

Ohmae reportedly also believes Маз 
laysia's public-sector land-clearanee 
and settlement schemes have become 
too expensive. On another occasion, he 
reportedly cautioned that the 46% of 
government operating expenditure 
now absorbed by salaries and pensions 
is “an early indication of danger.” He 
has also promoted a three-staged ap- 
proach to help Malaysia get the best re- 
turns from its primary resources, stress- 
ing marketing and management skills 
to take Malaysian products all the way 
to the foreign consumer 

His prescriptions rely heavily on Ja- 
panese experience. "What's the differ- 
ence between Japanese steel ‘growing’ 
and your 'growing' rubber and palm 
oil?" he reportedly asked one group of 
senior bureaucrats. Ohmae said 
steel (and computer chips also) 
for Japan are now just “pris 
mary commodities"; the trick is 
to "make the same things dif- 
ferent." 

Perhaps Ohmae's most visi- 
ble influence on Mahathir's 
thinking comes from his en- 
dorsement of selective foreign 
investment of the type that even 
large multinationals in the car, 
steel and electronic-appliances 
industries accept from each 
other — what Ohmae reported- 
ly described as a covert, “inter- 
national consortium" of com- 
petitors which continues to 
trade technology. Mahathir 
may also specially heed 
Ohmae's warning that China 
may soon snatch away some of 
Malaysia's foreign industries: 
China's low wages are the 
drawcard with Ohmae, appa- 
rently, targeting textiles as the 
first to go 

The consultancy relationship 
with Ohmae reinforces the per- 
ception of the Mahathir admin- 
istration as willing to experi- 
ment with new ideas — economic, poli- 
tical and social. In the past few years, 
Mahathir himself has relied less on 
the bureaucrats and more on a com- 
paratively small circle of confi- 





dants the so-called "kitchen cab- 
inet." This "brains trust" during the 
past few years has included a few 
| bankers, Finance Minister Daim 


Zainuddin, Agriculture Minister (and 


| the United Malays National Organi- 


sation's youth-wing leader) Anwar 
Ibrahim and Petronas (the national 
petroleum corporation) chairman Tan 


| Sri Mohar Badiozaman. Outsiders are 


| few, 


must, therefore, export. He also advo- | 


cates emulating some elements of 
Japan's experience to absorb labour: 
for example, by developing what he 


and they are reported to in- 
clude an economics professor in Penn- 


sylvania. Now, it seems, Kenichi 
Ohmae has joined that select com- 
| pany u 
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ly Robert Delfs in Hongkong 


espite concern in recent months 
that China's reforms may be in 
ble due to illicit price increases and 
ely reported corruption and offi- 
al. malfeasance, Premier Zhao 
vang was confident as he outlined to 


current state of the Chinese econ- 
yand plans for new reforms in 1985. 
Zhao frankly admitted that serious 
rs in judgment and problems had 
en, encountered last year. But 
rhaps it was, as he said, the price of 
Ogress. And that progress is now 
ectacular. China's economic per- 
rmance is far out-pacing the growth 
rgets of the current 1981-85 five- 
‘ar plan. By any measure, China has 
come one of the fastest-growing 
Homies in Asia and the world and is 
Гоп track towards its goal of quad- 
ing economic output between 1980 
id the end of the century. 

hao confidently described the ac- 
plishments of six years of reform, 
ith particular stress on the gains 
de last year. The second half 
icerned plans tor implementing the 
t phase of comprehensive economic 
ms this year: wage and price re- 


е concentrated on the progress 
ch has taken the economic pro- 
amme ahead of schedule. The revised 
81-85 plan issued in 1985 called for 
dustrial and agricultural output 
ue to grow 4% a year while "striv- 
for 5%” — the actual annual rate in 
stant-price terms from 1980 to 
J84 has been 6.6%. 
Changes in the structure of economic 
growth during the period have also had 
esired result of reversing the trad- 
al heavy-industry-led pattern of 
'evious decades: agriculture (includ- 
g rural industry) outperformed in- 
try, while light industry grew fast- 
han heavy industry. 
ese achievements, Zhao said, area 
sult of reform, readjustment and 
en-door policies. "China's economic 
eture has already begun to break 
ough the patterns of rigidity and 
e which had formed over a long 
d. of time." Noting the pheno- 
énal increases in agricultural output 
and rural incomes since the late 1970s, 
Zhao endorsed the October “Decision” 
Ofthe party central committee on com- 
i prehensive economic reform centred 
on the urban industrial economy, as 
"the beginning of a new and more dif- 
ficult phase in this process. 


Problems have already arisen. Zhao 


he National People's Congress (NPC) i 





briefly mentioned the. .still-serious. | 


e price of progress 
pite unforeseen problems in reforming its financial system, 
na is well ahead of the long-range targets it set for itself 


strains and shortages in the supply of 
energy and raw-materials transport 
capacity, though improvements in the 
efficiency of utilisation have made it 
possible to maintain inflation-ad- 
justed overall economic growth at 
nearly 1.5 times the rate of growth of 


energy supply. He also cited poor pro- | 


duct quality, imbalances in the struc- 
tural composition of commodity pro- 
duction, and excessive investment in 
fixed assets as continuing problems. 
The most important new problems 
concerned excessive growth in bank 
credit, wages and bonuses, and money 
supply in the second half of last year 
and particularly in the fourth quarter, 


some banks cut interest rates competi- 
tively to win more oar business during 
the last quarter in order to achieve : 
higher 1984 base figures. Similarly, 
many enterprises recklessly increased 
wages and bonuses. 

The banks are apparently held re- 
sponsible for the unwanted increase in 
lending and money supply. This is 
likely to have been a fgctor in the re- 
cent dismissal of Bank & China presi- . 
dent Jin Deqin and the replacement of . 
Lu Peijian as president of the People’s . 
Bank of China (the central bank) by 
Chen Muhua, the former minister of 
foreign economie relations and trade. 

Interest rates on bank deposits and’ 
loans are being raised, which will have 
the effect of dampening demand for. 
credit and slowing spending. Chen an 
nounced the same day that the central; 
bank will tighten overall control of 
monetary and credit affairs. | 
The reduction of US$2.3 billion i 
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which contributed to inflation and 
other problems. Some increase in 
money supply was warranted by 
growth in the supply and circulation of 
commodities. However, a portion of 
the total increase exceeded appro- 
priate demand and was largely fuelled 
by rapid increases in lending and 
wages late in the year. 

Total bank lending in 1984 was 
28.9% higher than in the previous year, 
Zhao said, with nearly half the in- 
crease in a single month — December. 
Total wages including bonuses were up 
19%, and 46% of the increase occurred 
in the fourth quarter. | 

The premier attributed these surges 
to difficulties in implementing re- 
forms. As plans for reforms of China's 
financial structure" and enterprise 
wages this year were being formulated 
in late 1984, responsible departments 
suggested that each bank's lending 
limits be based on actual lending in 
1984. Similarly, it was envisioned that 








1982 1983 1984 


industry 
incomes stated as income per capita available for 





foreign-currency reserves between 
September 1984 and the end of last 
year was at least partly related to addi- 
tional imports of consumer goods in 
late 1984, which, whether or not inten- 
tionally, would have soaked up some 
liquidity. According to Zhao, however, 
there has been progress in withdraw- 
ing currency from circulation since the 
Lunar New Year. 


"he lending, wage increase and bonus 
binge at the end of 1984 is a clas- 
sic example of the kind of problems 
that the reforms will encounter in the 
course of attempting a controlled in- 
troduction of market forces into a 
largely bureaucratic economy. The 
banks were acting, as one NPC deputy 
put it, according to their own “selfish 
intérests,” as were enterprises which 
boosted wages. ' | 
But the efivironment in which these 
entities now conceive and pursue their 


| interests remains rily one of 


| 
| 
| 
| 
| 
| 
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mic forces. Ironically, but 

ally, this problem occurred in the 
course of preparations for changes to 
create closer links between both wage 
and lending levels and the units’ actual 
economic performance. Interestingly, 
the Chinese economic authorities have 
relied, at least in part, on economic 
“levers” to correctthis problem. 

Zhao qualified" the situation as a 
subsidiary, though serious problem. 
The important lesson of the affair, he 
said, is that they must be careful con- 
sideration as iffiportant new reforms 








are implemented. The problems that 
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have occurred so far, he said, are 
"problems of going forward." Some 
are almost impossible to avoid in the 
process of reform and can only be sol- 
ved when the reforms are completed. 

The reforms, however, will continue. 
"Now ...isthe great moment for re- 
form," Zhao said. The wage and price 
reforms. planned for 1985 are closely 
related to the economic situation of the 
entire country, the premier said, af- 
fecting the interests of every indi- 


vidual, so the opening battle for urban | 


notunnatur- 











1983 | 1984 |*80-84 | 80-85 
actual 

407.1 | 6.2% 

: л | 22.4% 








reform must be accompanied by care- | 
ful preparations and tighter control | 


and management. “If we do not ac- 
tively promote reform,” the premier 
said, “if we lose this fine opportunity, 
if we are unable to smoothly manage 
economic relationships, we will lose 
the masses; but if we do things too 
quickly, if we act rashly and commit 
serious errors, we will also lose the 
masses.” 

In rural areas, Zhao called for con- 
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nking indi- 
vidual family incometo output, expan- 
sion and reform of the distribution sys- 
tem, and development of rural indus- 
iries, particularly extractive, value- 
added processing of agricultural pro- 
ducts, commerce and services. 


Г” the cities, Zhao called for addition- 
al stress on reforming the manage- 
ment system of middle- and large- 
scale industrial and commercial enter- 
prises while continuing to enliven 
small-scale units. This will require 
fully implementing the state-approved 
policy to expand enterprise decision- 
making power and improvements in 
the quality of management in state- 
owned units. (Small-scale rural and 
private industry showed the highest 
growth in output value last year, 
56.8%, followed by  small- and 
medium-scale collectively owned in- 
dustry, which registered a 21.9% in- 
crease. Output of state-owned indus- 
try, which includes all large-scale 
plants, grew 11%. 

Wage and price structures are the 
major targets for urban reform in 1985. 
The present system, Zhao said, is a 
direct factor contributing to in- 
adequacies of enterprise management 
and of commodity production and ex- 
change. The object of wage reform will 
be to establish further the principle of 


"pay according to work" in place of | 


"iron rice bowl” 
egalitarianism. 
State enterprises 
will apparently be re- 
quired to link their 
total payroll with tax 
and profit contribu- 
tions to the state or to 
total sales, or some 


performance. 
Wage reform is 
scheduled for im- 


volve wage increases, Zhao warned 
that the overall scale of increase can- 
not be very large. “The average wage 


increases in recent years already ex- | 


ceeds the rate of growth of labour 


productivity and government rev- | 


enues," he said, “and this year is the 
same." 

Price reform will be predicated on 
basic price stability, Zhao said, but 
stability does not mean prices should 
be rigidly frozen. Price movements re- 
flecting changes in production or con- 
ditions of supply and demand within a 
certain range are completely normal. 
The state will continue to use subsidies 
where necessary in the course of price 
reform to protect real purchasing 
power and living standards. 

Concluding, Zhao cautioned against 
blindly seeking high-speed growth and 
increases in output — the present rate 
of growth is quite enough, he said. D 


equivalent index of 


plementation at gov- | 
ernment organs and operating units in | 
July. Although wage reform will in- 
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The Hotel with a hot water 
maker in every room, with Tea, 
Coffee and even Instant Chicken 
Noodle Soup! All compliments of 
the The New Otani Singapore 

A small thing but it’s special, for 
the traveller who has just arrived, 
or the guest with that urge to get 
up at 4 a.m. to do his paper work. 
The New Otani Singapore has 
many small yet special things for 
you to enjoy. Discover them all. 
Single Room from approximately 
US$75. 

Double Room from approximately 


US$84. 
3% govt tax and 10% service charge. 


On the banks of 
the historic Singapore River 


Hotel New Otani Singapore 
177A River Valley Road 
Singapore 0617 
Tel: 3383333 
Telex: RS 20299 Sinota 





For reservations and please contaci 
The New Otani International Sales Offices: 1n 
the United States (800)421-8795 Toll-Free 
California (800)252-0197. Toll Free. Hawaii 
(808)923-1555, United Kingdom (01)731-4231, 
Japan (03)264-1672. Reservations are also 
available through Utell International. Int'l 
Airlines or Travel Agents throughout the world. 
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-| he group's consolidated net profit after tax for 
the year ended 31st December, 1984, was 
HK$1,023 million compared with HK$1,167 
million earned in 1983, a reduction of 126 . 

Earnings per share were HK$1.81 compared 
with HK$2.54 in 1983. In addition the group 
earned extraordinary income of HK$269 
million (1983 — HK$123 million) resulting mainly from 
the sale of shares in HK-TVB. Limited. 

This performance has been achieved. with reduced 
exchange gains of HK$54 million as compared with the 
1983 exchange gains of HK$233 million. 

Your directors will recommend a final dividend of 56 
cents per share at the forthcoming annual general meeting. 
This, together with the interim dividend of 28 cents paid on 
15th October, 1984, gives a total dividend of 84 cents per 
share for the year and represents a 48% increase in the 
total dividend paid in respect of 1983, having taken into 
account the 76.13 million new shares issued during 1984 as 





a result of warrant conversions and elections for serip- 


dividend. 
The signing of the Sino-British Agreement has given 


Hong Kong a clearer sense of direction and the business . 


community is regaining its confidence. 

The strength and resources of the Hutchison group 
continued to develop steadily throughout this difficult 
period. 1984 ended with the group stronger and better 
structured than it has ever been, with net shareholders’ 
funds at HK$5,078 million, negligible borrowings and good 
cash reserves: an attractive position in an economy poised 
for recovery. 

in general, 1984 was a satisfactory year for Hutchison, 
with most parts of the group performing well and with 
satisfactory contributions being made by our associated 
companies. However, the deepening depression in the 
shipping market has resulted in losses in both our 
chartering and ship-repair activities. Management is taking 
steps to reduce our exposure to ship chartering which could 
result in an extraordinary loss. The property market has not 
yet fully recovered and this has resulted in reduced con- 


struction activity. However, our concrete and quarrying. 


businesses were able to contribute a similar profit to that of 
1983. 


Hutchison Whampoa Limited 


Chairman’s кина: 


signs of improviértént in dud. in the residential 


nei | ор rec eclamation which i is progressing ahead of 
























































and this may strengthen during 1985. The premium has 
now, ala on our r Hungho 10m dev elopmment a 


un find a pas market. The first pase of qus wen 
scheduled for completion by the year end will be offered: for 
sale in early April, 1985. | 
1 said in the interim report that the increased leve 
exports from Hong Kong would be reflected in апп 
1984 performance from our container terminal (чы 
Today almost 45 % of Hong Kong's container throug] ү 
utilises our terminal facilities. . However, € 
improvement and expansion of facilities willbe j 
Kong is to maintain its position and we are actively const- 
dering ways in which we can upgrade our own operations | 
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^ ойі from our trading sand retail operations have 
shown a solid increase over 1985 іп а fiercely competitive 
market. This has been largely due to а good knowledge of 
the Hong Kong market and 4 sales and distribution cap- 
ability second to none in Hong Kong today, New develop- 
ments include our 51% owned mobile radio telephone 
joint venture which will come on stream during the second 
quarter of 1985, and while not contributing to profits 
during its start up year, this venture should provide sound 
recurrent earnings in the future. 

Hutchison's operations in China have made rapid 
progress in 1984 and are now supported by some 35 staff in 
offices in Beijing, Shanghai and Guangzhou. It ds worth 
noting that we also.opened our first Park'N Shop super- 
market in China during fhe’ year. 


MANAGEMENT Р 
1984 saw a management re-organisation with the 
resignations of Mr. John Richardson, Mr. Peter Wight and 
Mr. jonathan Hubbard-Ford as full time executive directors, 
whom 1 would like to thank for their past services with the 
























group. | was pleased to announce the appointment of Mr. 
Simon Murray as Group Managing Director and Mr. William 
Shurniak as Executive Director and Group Treasurer on 7th 
August, DE 


PROSPECTS. 

On Ist шагу, 1985, it was announced that the 
group had completed the purchase of its 34% shareholding 
in Hongkong Electric Holdings Limited at a significant 


discount to the market price for a total consideration of 


~ HK$2,930 million. The strength of the group's cash flow 
position is such that less than 44% of the total considera- 
tion had to be Шш financed by bank a 
and the level of these has since been substantial ly reduced 
by the sale of the shareholding in the Cross-! Harbour Tunnel 
Company and the group's operating cash surplus. This 
investment will provide the group with a sound recurrent 
income, adding balance to its activities and improving still 
further the quality of its earnings. 
This major acquisition and the earlier decision to 
invest HK$4,000 million in the Hunghom development, 
combined with the growth of existing businesses, underline 
that the Hutchison group is firmly committed to pare an 
+ active role in building a stable.and prosperous Hong Kong. 
The ability of the United States economy to continue 

its recovery and the future pattern of interest rates will be 
‘critical factors in any sustained recovery of the Hong Kong 
economy. We still remain over dependent on this one 





crucial market and any slow down in the U.S, growth. тае. 
will be quickly reflected in our own trade figures; and the - 
spectre of protectionism increases this uncertainty. How-. 


ever, our commercial sector today is better balanced, 
leaner, more efficient and perhaps a little wiser. 

For the longer term, China offers increasingly interest- 
ing opportunities, and developments over the past twelve 
"months have been encouraging. The economic reforms 
announced late last year clearly signal a commitment to 
industrial! commercial and technological development 


inside China and a role of growing importance in inter: . 
national trade. Hong Kong and Hutchison China Trade have. , 


a major part to play in this. 

Our trading and container terminal businesses: offer 
good potential for development. However, the performance 
of our quarrying group will not show any marked improve- 
ment until the construction market recovers, 

While the group will not benefit in 1985 from foreign 
exchange gains or interest income, barring unforeseen 
circumstances, I believe that the overall group results 
should show some improvement over 1984, with a rela- 
tively greater portion of operating profits arising in the 
second half following the completion of the first phase of 








the Whampoa Garden project at Hunghom at the end of 
1985, 

i am sure that the shareholders and directors w 
wish to join me in thanking our managemen nt and 
their continued hard work and loyalty. 


mi 


ould 







Li Ka-shing 
Chairman 


Hong Kong, 1st Aprit, 1985. 


1984 Group Results | 


























COMMODITIES 





Shifting ground 


Malaysia continues to rely on its agricultural base, but 
must diversify its crops and modernise production 


By James Clad in Kuala Lumpur 


rimary commodities underpin the 

modern Malaysian economy. Des- 
pite depressed prices for some pro- 
ducts, moves to more profitable crops 
have meant the non-petroleum pri- 
mary sector remains profitable, mostly 
well-managed and a significant force 
in world commodity markets: 65% of 


the world's palm oil, 45% of its natural | 


rubber, 27% of tin and 17% of pepper 
come from Malaysia, as well as signifi- 
cant volumes of timber, coconut oil, to- 
bacco and pineapples. 

But as a recently released report 
shows, Malaysia's primary producers 
must work hard during the coming 
years to preserve and improve on their 
M$15.8 billion (US$6.2 billion) in ex- 
port earnings last year. The Primary 
Industries Ministry's Profile of the Pri- 
mary Commodity Sector in Malaysia 
charts the changes occurring in the 
production, extraction, processing, 
marketing and consumption of these 
commodities.  Althoug 
gently phrased, the docu- 
ment also paints a bleak 
picture for some "sunset" 
commodities (to use Pri- 
mary Industries, Minister 


Datuk Paul  Leong's 
phrase) such as tin or 
small-cropped pepper, 
while remaining bullish 
about “sunrise” crops 
such as cocoa. 

Malaysia’s worrying 


current-account deficit (a 
result of a heavy imbal- 
ance in invisibles pay- 
ments) gives added im- 
portance to the primary- 
industry sector. If petro- 
leum and manufacturing 
receipts falter this year, 
Malaysia will be banking 
on its primary exports to 
enlarge its export earn- 
ings — a reversal of recent trends. 





he country's range of commodity | 
products now goes far beyond the tin | spectively, by the end of the century, 


and rubber  "duo-culture" that 


routinely pulled in two-thirds of ex- | 


port earnings up to the 1960s. Yet the | 
report — Malaysia's most authorita- | 


tive annual commodities review — 
shows the rubber industry still oc- 
cupying more than 45% of total culti- 
vated area, employing a third of ag- 
ricultural labour and possessing fixed 


investments worth M$16 billion. Pro-. | 


duction has stayed steady at around 
1.5-1.6 million tonnes a year since the 
mid-1970s despite a drop in estate (pri- 
vate plantation) rubber-tree numbers. 


78 


Last year, rubber earned 10% of 
foreign receipts and provided the sec- 
ond-largest source of government in- 
come after petroleum, But prices have 
trod an unruly path since 1980, con- 
founding projections of M$3 a kg for 
the benchmark Rss 1 grade in 1984 and 
now has moved to M$2 after languish- 
ing at around M$1.87 a kg — thelowest 


since 1981. Malaysia is lucky to have a | 


diversified market for its rubber, with 
no foreign buyer accounting for more 
than 15% of total sales. But the United 
States’ recovery and associated de- 
mand for more cars (and tyres) has 
been unable to absorb a large supply 
overhang that includes 275,000 tonnes 
of rubber held by the International Na- 
tural Rubber Organisation's buffer- 


stock manager. 

Dee the continuing importance 
of rubber, the report shows palm 

oil and cocoa as growing forces since 


the 1960s. Cultivated areas for these 
will reach 2 million and 350,000 ha, re- 


the report says. It also notes the follow- 
ing trends: 

» Palm oil has become Malaysia's sec- 
ond-most important export earner 
after energy, with nearly 1.4 million ha 
planted with oil palm. Malaysia has 
become the world's largest palm-oil 
producer, accounting for more than 
65% of the global trade. At the same 
time, palm oil has increased its share of 
the world oils-and-fats market from 
just 2% in 1960 to 17% by the end of 
1984. 

» Production of crude palm oil hit. a 

















record 3.71 million tonnes in 1984 

during which prices also rose to record 
levels (nearly 50% higher than 1983 
averaged returns), peaking at about 
M$2,800 a tonne early last year. Long- 
term demand projections for palm oil 
— both as edible oil and for its by-pro- 
ducts — remain optimistic. 

» Cocoa production is growing rapid- 
ly, as plantations increasingly switch 
from rubber to oil pafm and cocoa — or 
sometimes an inter-cropped mix of the 
two. More important, downstream pro- 
cessing of cocoa Беапѕапіо high value- 
added products (cake ег powder) 
is accelerating, with impressive yields 
in some experimental plots in Sabah 
(which has 61% of Malaysia's total 
cocoa hectarage). Overall, cocoa culti- 
vation has expanded 10-fold since 
1974. 

The market also looks good: Malay- 
sian high yields and improving quality 
(a residual problem of pod acidity is 
being overcome) have emerged at a 
time when West African and South 
American production has dropped be- 
cause of drought, poor productivity 
and reinvestment in new tree stocks. 
Meanwhile, consumer demand grows 
slowly but surely. 

The profile also shows lesser com- 
modities such as pineapple, pepper 
and tobacco generally sharing in the 
commodity boomlet which occurred at 
the beginning of 1984. 
The report says high pep- 
per prices since the end of 
1983 plus forecast short- 
ages for the next two 
years appear to have re- 
versed the bearish trend 
in which the smallholders 
(mainly in Sarawak) gave 
up the crop entirely. 

Looking at the 6% of 
the total world pineapple 
market supplied by Ma- 
laysia, the document says 
smallholder pineapple 
operations (5,000 farm- 
ers, mainly in Johor) face 
good short-term demand 
but long-term competi- 
tion from multinational 
agri-businesses operating 
estates elsewhere in 
Southeast Asia, Africa 
and Hawaii. 

The profile charts a slow rise in to- 
bacco prices but notes the subsidies 
which ensure that this crop’s mainly 
Malay cultivators are recompensed for 
cultivating leaf, the production of 
which dropped nearly 27% in 1984 
from 1983, pulling in M$23 million less 
revenue. 

Less reassuring are the report's 
prospects for a turnaround in timber 
and tin sales. The forestry sector in 
1984 brought in M$4.2 billion in export 
earnings — 10.4% of the total. Timber 
concessions are the largest remaining 
independent revenue source for Ma- 
laysia's state governments, mostly in 
East Malaysia (Sabah and Sarawak) 
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but also on the east coast of Peninsular 
Malaysia. 

But the felling of trees is slowing 
down, in part a response to relentless 
deforestation. From 400,000 ha a year 
felled in 1976, the government sees the 
rate plummeting to about 150,000 haa 
year, and the first tentative steps to- 
wards “conservation forestry” have 
been taken in a M$56.5 million Asian 
Development Bank loan for a *com- 
pensatory plantation project” in 
Peninsular Malaysia. 

Yet the majg reason for the slow- 
down (log pro@uction fell 7.3% in 1984 
to 31.7 million m?) is fading demand. 
Sawn timber and. plywood output 
grew, mainly because of East Malay- 
sian determination to retain existing 
levels of export receipts despite falling 
prices that mirrored *a general decline 
in demand for timber and timber pro- 
ducts in Malaysia's traditional as well 
as new markets," according to the pro- 
file. 


4 report also examines tin prices, 
depressed since the late 1970s 
by demand-dampening developments, 
many of which lie outside producers’ 
control — such as a range of new pac- 
kaging materials (aluminium and plas- 
tics) and changes in consumer prefer- 
ences (for example, microwave ovens 
that can cook foods in non-metallic 
containers without risk). Despite 
severe production controls overseen 
by the International Tin Agreement 
and a buffer-stock supported base 
price of M$29.15 a kg, wholesale clo- 
sures of tin mines have occurred in the 
past seven years, and the prospect is 
for more of the same. 

Beyond the product-by-product re- 
ports, the profile also refers obliquely 
to some structural problems in the 
commodities industry. The biggest 
ones concern inefficiencies in the 
smallholder sector, slow growth in re- 
source-based manufacturing, gaps in 
research and development spending, 
and a host of short- to medium-term 
marketing problems. 

Citing the need for "modernisation" 
of smallholdings, the profile compares 
the 97% of estate rubber-tree stock re- 
planted since 1964 with the more than 
30% of smallholder-cultivated area 
that still awaits new stocks. A recent 
"mini-estate" scheme is meant to pool 
land, labour and capital among small- 
holders and replanting subsidies are 
being boosted. 

Rubber production peaked at 1.6 
million tonnes in 1976 but despite es- 
tates cutting back on the area under 
rubber by 42% (from 803,000 ha in 
1964 to 462,000 ha in 1983) they lifted 
their production from 484,500 tonnes 
to 560,000 tonnes during the same 
period: By contrast, smallholders have 
lagged in replanting or diversifying, 
and estates report consistently higher 
yields per ha than smallholders (who 
theoretically have a more labour-in- 
tensive cultivation advantage). п 
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The Foreign Exchange Division at Credit Suisse 
Head Office in Zurich, with its ultra-modern 
EDP and telecommunications equipment, is 
linked to every financial market in the world 
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__ By James Clad in Kuala Lumpur 


— “Fhe annual report of Malaysia's 
— б central bank governor, Aziz Taha, 
has sent mixed signals to the govern- 
ment and to his successor at Bank Neg- 
ara (BN), Datuk Jaafar Hussein. The 
— report, which covers the year ended 31 
| December, 1984, warns that while the 
‘government made good progress in 
narrowing its deficit in a year when 
real growth jumped to 7.3%, softening 
__ export demand and increasingly tricky 
— — foreign-debt management will force 
— Continuing restraint — especially as 
the current-account deficit seems set 
— to widen again this year. As in 1984, 
— BN said, a continuing balance-of-pay- 
— ments deficit “remained the primary 
^ area of concern." 
_ The report — the governor's swan- 
song, for he is retiring in June (REVIEW, 
— 21 Mar.) — praises federal government 
— budget-deficit reductions (central 
government spending exceeded its re- 
- venue by M$7.3 billion, or US$2.9 bil- 
lion, during 1984). As a percentage of 
— gross national product, the shortfall 
| was close to 20% at end-1982, but has 
—— dropped to slightly more than 10%. 
_ Aziz has also drawn comfort from a 
- "sharp decline” in the central govern- 
ment's "net external borrowing," re- 
- porting M$3 billion raised offshore 
-— during 1984 by the Finance Ministry — 
_ a drop of 35.3% from 1983. Net pri- 
| yate-sector borrowing offshore also 
— — fell, by 56.9% to M$526 million, the BN 
| report said. The gross M$5.4 billion 
— that Malaysian borrowers, public or 
private, raised abroad amounted to a 
31.4% decline from 1983 levels. (Some 
observers doubt that total foreign bor- 
"rowings can really be counted accu- 
| rately, however, pointing for example 
— to Singapore-sourced loans for trade 
financing or for property development 
— in Malaysia, which might not be re- 
— flected in the figures.) 
The decline in external borrowing 
- did not stop total foreign debt from 
- climbing to M$37 billion — a 16.6% in- 
crease on the M$31.8 billion owed at 
end-1983, and equivalent to 83.4% of 
exports or 51.7% of GNP. Debt-service 
charges (which included one large pub- 
lic-sector pre-payment) grew 44.1% to 
M$5.3 billion last year, equivalent to 
11.9% of export receipts. 

These trends occured in a bountiful 
year. With the exception of 1979, Ma- 
laysia had its best-ever merchandise- 
account surplus — М$6.3 billion, 
which helped to reduce the current- 
account deficit to M$4.1 billion, or 
5.8% of GNP (compared to 11.7% and 
14.4% deficits in the current ac- 





Malaysia's outgoing central bank governor sees progress 
in some areas — but warns against overconfidence 


counts for 1983 and 1982, respectively). 

But the question is whether mer- 
chandise receipts will continue to de- 
liver a surplus large enough at least to 
dent (if not offset) the services-account 
deficit. At M$10.3 billion, the invisi- 
bles drain in 1984 not only exceeded 
the Treasury's October forecast of 
M$9.88 billion but seems set to in- 
crease still further this year — just 
when BN sees moderating growth in 
world trade dampening demand for 
Malaysia's exports. The BN report — 
one of the country's two most au- 
thoritative economic analyses — thus 
appears as something of an antidote to 
the optimistic forecasts from the 
Treasury in 1984 (REVIEW, 8 Nov. '84). 
In one of BN's more startling forecasts, 
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it says total export earnings may rise 
only 3.8% in real terms, compared to 
13.6% in 1984. 


BN statement accompanying the 

report said *poorer export perform- 
ance is expected for all major export 
commodities except tin, liquefied na- 
tural gas, saw logs and sawn timber." 
Palm-oil earnings may stagnate this 
year reflecting prices that, on an an- 
nualised basis, will slip to M$1,300 a 
tonne (in contrast to about M$1,600 a 
tonne last year). 

Petroleum receipts will decline for 
the first time since 1972, said BN; rub- 
ber prices will only "hover around 
M$2/kg," and an "area of uncertainty 
in 1985 concerns the trend of exports of 
manufactures," especially with a "re- 
covery in the electronics industry still 
uncertain." (Exports of electronics and 
electrical parts occupies a crucial 
place in Malaysia's export manufac- 
turing, pulling in more than half the 

















In this trading climate, BN predicts a 
“less favourable out-turn in the bal- 
ance of payments in 1985." This leads 
to a smaller merchandise-account 
surplus (a drop of M$1 billion), and — 
with invisibles climbing — to an au- 
tomatic widening o the current-ac- 
count deficit again, to M$5.7 billion 
(about 7.5% of GNP). 

Against this background, Malaysia's 
highly trade-depender® economy will 
need increasingly ех credit 
mechanisms, BN concluded. In 1984 
the growth of narrowly defined money 
supply (M1) slowed while M2 and M3 
(M1 plus fixed and savings deposits 
with all financial institutions ) grew 
more rapidly — by 11.4% and 15.1% 
respectively. Reflecting the slowing 
rate of deposit growth in the banking 
system, the national savings ratio 
dropped to 26.8% last year, well down 
from its 1979 peak of 32.9%. In these 
conditions, the bank has had to be 
more flexible with regard to domestic 
liquidity and interest rates: in 1984, 
M$3.9 billion was injected to keep in- 
terest rates down, M$1.5 billion more 
than in 1983. 

There also appears to have been a 
move to a carefully managed float of 
the currency, following the realisation 
that the currency basket used for the 
unit’s trade-weighted index might not 
have sufficiently countered the effects 
of the meteoric rise of the US dollar. 
Thus, the Malaysian dollar's stability 
— rightly described thus by BN — 
must be read in this light. Two-thirds 
of Malaysia’s external payments are 
denominated in US dollars — a dispro- 
portionate presence for the American 
currency if compared to the more even 
spread of overseas buyers of Malaysian 
products. 

Turning to the invisibles deficit, the 
central bank suggests cutting shipping 
and insurance payments, increasing 
tourism, reducing overseas education 
and travel costs, turning around in- 
vestment-income payments (both di- 
vidend remittances and loan repay- 
ments) and reducing contract, profes- 
sional, royalty and agency fees sent 
abroad. 

But a serious attack on some of these 
outflows implies turning around social 
and political policies, such as foreign- 
investment criteria and educational 
preferences under the New Economic 
Policy (a 20-year programme begun in 
1970 to transfer skills, jobs and corpo- 
rate holdings to bumiputras — mainly 
Malays). The investment-incentive 
review currently under way using 
World Bank/United Nations Develop- 
ment Programme expertise (REVIEW, 
28 Feb.) illustrates the government's 
commitment to easing impediments to 
the inflow of investment funds, but 
how much change is allowed, and how 
fast it can be expected, are questions 
for the wider political process. п 
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THE HONGKONG 
AND SHANGHAI 
HOTELS, LTD. 

1984 Final Results 


The audited consolidated net profit of the Group for the year ended December 
31, 1984, after providing for taxation and minority interests, amounts to 
HK$153,084,861, an increase of 9.9 per cent as compared with the 1983 
figure of HK$139,287,874. 


At the forthcoming Annual General Meeting of Members to be held on 
Monday, May 6, 1985, the Directors propose to recommend the payment of a 
final dividend of 70 cents per share, making a total of HK$1 per share for the 
year (1983 — HK$1 per share). This represents a total distribution of 
HK$98,651,520 compared with HK$98,651,520 in 1983. 


The Register of Members of the Company will be closed from April 23 to May 
6, 1985, both days inclusive, and final dividend warrants will be despatched to 
shareholders on May 6, immediately following the Annual General Meeting. 


Hong Kong, March 26, 1985 
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The long and short of it 


Asean has joined the West in pushing for greater access 
to Japan's markets, but change is several years away 


By Bruce Roscée in Tokyo 

t may be a decade before Japan satis- 

fies the mounting pressure from the 

six Asean members to grant wider 
market access firs range of mainly ag- 
ricultural products. Despite mounting 
pressure from Asean, the signs are that 
concessions on items ranging from 
chicken to pineapples and plywood, 
may not come for as long as 10 years, 
which falls under the Japanese defini- 
tion of “short term.” 
‚ The trade arguments made by lead- 
ing Asean businessmen at the 11th 
Asean-Japan Businessmen's Meeting, 
held in Tokyo on 25-26 March, would 
strike a familiar chord among most of 
Japan's smaller trading partners. 
Asean delegates. bemoaned the high 
tariffs on key agricultural exports, and 
complained that it is far more difficult 
to sell manufactured products to Japan 
than to Europe or the United States. 

And while Asean papers to the con- 
ference presented solid analyses of the 
impediments to trade, Japanese papers 
tactfully, but perhaps also patronis- 
ingly, emphasised the “interdepen- 
dence" of the economic relationship 
and the need for "mutual coopera- 
tion" — the latter an especially well- 
worn Japanese businessmen's plati- 
tude. 

The reality is that Japan is not pre- 
pared to grant concessions in many 
areas of specific Asean interest. Ac- 
cording to a memorandum circulated 
internally within the Japanese Gov- 
ernment, "domestic difficulties" 
meaning, a continuing need to protect 
politically sensitive local industries — 
exist for nearly each of the Asean trade 
requests. 


This memorandum cites "domestic | 


difficulties" for all of the following: 
Thailand's request for a reduction of 
Japanese import duty on boneless 
chicken, starch, canned pineapples 
and castor oil; the Philippine request 
for inclusion in Japan's generalised 
system of tariff preferences for onions, 
fresh pineapples, coconut oil, molas- 
ses, chewing gum, boiled sweets, 
pineapple syrup and pineapple juice, 
ethyl alcohol, cigarettes and plywood; 
Malaysia's request for similar tariff- 
preference classification for plywood, 
canned pineapples, frozen and fresh 
prawns, and Indonesia's request for a 
cut in the tariff on plywood. 

Last month there was some po- 
litical discussion on the question of 
lowering the plywood tariff, but the 
Ministry of Agriculture, Forestry and 
Fisheries (which can exercise a good 
deal more power than either the 
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Asean export markets in 1983 
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TAKING A STAKE 


Japan's private direct 
investment in Asean 


Indonesia 
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Source: OECD/Development Assistance 


Committee 





Foreign Ministry or the Ministry of In- 
ternational Trade and Industry, Miti) 
has made it clear that no concessions 
can be allowed before relief measures 
are worked оці for local plywood 
manufacturers. 

Nonetheless, the trade figures do not 
look at all bad. In fact, Asean nations 
have less to complain about than some 
other predominantly Xfarm-produce 
trading nations: Japan's total imports 
from Asean (including Brunei from 
1984) have risen from US$9.9 billion in 
1978 to US$22 billion in 1984. Imports 
of manufactured goods, a contentious 
issue, also have risen; from US$928 
million to US$1.8 billion over the same 
period. 

Japan is running a trade deficit with 





Asean secretary-general Phan Wannamethee and Nakasone: 











| the US areseen to be oper 
ton. Edgardo Tordesillas 





Malaysia, the Philippines and In- 
donesia, though it holds a surplus with 
Thailand and Singapore. In 1984 its 
imports from Asean accounted for 16% 
of total imports. Exports to Asean were 
10% of total exports (at US$14 billion), 
considerably less than the value of im- 
ports. 

In terms of direct Jay 





anes 


private 


investment, Asean also figures highly 
As at end-Mareh 
1983, the cumula= 
tive Japanese di- 
rect private ins 
vestment Asean 
countries was 
US$11.6 billion, 
19% of Japans 
total foreign in- 
vestment. Japan 18 
the source of 48% 
of Asean's total 
foreign invest- 
ment, making 





the biggest invest- 
or in the region. 
Furthermore, 
Asean consistent- 


ly receives around 

30% of Japan's 

versea levelop- 

men sistance 

Some Japanese business leaders, 
while acknowledging that many of the 
Asean access demands are justified, 
believe Asean members might also im- 
prove their trading positions by giving 


more attention to problen m the 
home front. One such ta ording 


SK 


to Masami Ishii, an executive director 
of Mitsui and Co., would be to intro- 
duce common industrial standards 
among members. This, Ishii says, would 
increase intra-Asean trade. Such trade 
accounted for only about 17' Asean's 


total trade in 1983, a level Ishii de- 
scribes as "surprisingly low 


B: suggestions of this nature, how- 
ever valid, are unlikely to do much 
to placate Asean members who feel 
Japan has considerable room in whieh 
to ease up on tariff and quota restric- 
tions without inflicting serious dam- 
age on domestic interests 

Yet Japan is persistently giving the 
impression that its markets are actual- 
ly open if specific areas of interest to 
by Washing- 
chairman of 
the Philippine Committee on Industry, 
brought this point home at the confer- 


ence. Of Japan's six packages of exter- 
nal economic measures formulated 
since 1981, Tordesillas said, five were 
directed nearly exclusively at the mar- 


ket-access problems of the US and 
European Economic Commu! 
Tordesillas described the sixth mar- 
ket-opening package, released last De- 
cember, as a “disappointment” and 


“insubstantial.” The package did not 
address the concerns raised in recent 
years by Asean and there was worry 
that yet another set of measures, to be 
announced this month, would : 


ilso give 


83 


priority to the concerns of developed 
countries. 

(Some foreign critics — sarcasti- 
cally, but with some truth — have re- 
marked that Japan would do better to 
effect the changes promised in its first 
“market-opening package” before an- 
nouncing more of the same. The estab- 
lishment of the office of a “trade om- 
budsman,” for example, has had al- 
most no effect. The office was set up by 
an administrative procedure, not legis- 
lation, and therefore has no real 
power.) 

There is some, albeit small, hope that 
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Japan may offer limited concessions to 
Asean members as a gesture to avoid 
friction at the Japan-Asean economic 
ministers' conference to be held in 
Tokyo in June. Officials at Miti are 
non-committal about the details, but 
the need for some action is widely 
acknowledged. “An active study [of 
measures] is now underway. It means 
there is some commitment to market 
op@ning,” said Yukio Minegishi, senior 
specialist in Miti's Southeast Asian Di- 
vision of the International Trade Po- 
licy Bureau. 

Asean business leaders can place 





НИНИ — 


considerably more faith in such 
ministerial studies than in Japanese- 
style businessmen's conferences which 
are anything but a vehicle for arguing 
trade-access issues. The conferences — 
Asean one day, Australia or a Euro- 
pean dominion the next — have be- 
come something of a ritual. Many Ja- 
panese participants, while nominally 
representing a majo Japanese trading 
company, in fact are professional con- 
ference-circuit men whose task is to 
soften, in Japan's favour, the wording 
of the particular confe&nce's conclud- 
ing summary papers. п 


ECONOMIC MONITOR Н BANGLADESH 
Missing the target 


arly drought followed by unpre- 

cedented floods between May and 
September last year, which cost 
Bangladesh 1 million tonnes of food- 
grain, are affecting the current year’s 
growth prospects. Despite a modest in- 
crease in industrial production during 
the first half of the current fiscal year 
(ending June 1985), Planning Commis- 
Sion sources say gross domestic pro- 
duct growth is unlikely to exceed 3.8% 
compared to the 4.5% growth achieved 
in fiscal 1983-84 and a 6% target set 
for this year. 

However, principal Finance Secret- 
ary and Finance Adviser to the presi- 
dent M. Syeduzzaman does not agree 
that growth could be less than 4% and 
actually believes that it should be 
about 4.5%. He said that while 1 mil- 
lion tonnes of foodgrain were lost, 
part of it has since been recouped. In 
addition, there has been good produc- 
tion of raw tobacco, mustard seeds, on- 
ions and winter vegetables. Moreover, 
the disbursement of project aid hasim- 
proved during the year and export 
earnings are expected to reach US$900 
million compared to US$825 million 


last year. (Exports had been targeted | 


to reach US$885 million this year.) 
The current year's Annual Develop- 
ment Programme (ADP) had to be cut 
by 10% to offset the impact of larger- 
than-normal foodgrain imports during 
the year. Out of 2.8 million tonnes of 
foodgrain imports, more than 1.2 mil- 
lion tonnes were paid for from the 
country's own resources at a cost of 
more than US$250 million. The rest 
came through food aid. In addition, re- 
lief operations and distribution of food 
and aid to those affected by floods also 
contributed towards the reduced ADP 
spending. The ADP stands at Taka 34 
billion (US$1.4 billion), up from last 
year's disbursement of Taka 30 billion. 
A government source told the 
REVIEW that three things have helped 
the country tackle the severe flood 
situation: A comfortable level of 
foreign-exchange reserves (at more 








FOODGRAIN PRODUCTION 


тотту варат, чета? егез | езе зм 


Aus (rice) 
Aman (rice) 
Boro (rice) 
Wheat 


* Estimates. 


Source: Ministry of Agriculture and Bureau of Statistics. 


than US$500 million at the beginning 
of 1984); better management by the 
military administration, and the 
smooth flow of food aid together with 
satisfactory winter and seasonal har- 
vests. But should there be another poor 
crop this year, it would be very dif- 
ficult for the government to continue 


| to manage well. Perhaps with this in 


mind, the World Bank, in its report to 
aid donors, has recommended con- 
tinued food aid next year of about 1.7 
million tonnes. 

The current fiscal year — the final 
year of the country's second five-year 
plan (1980-85) — is expected to reflect, 
in its GDP growth, the overall achieve- 
ment of the second plan. The second 
plan appeared to have had an inauspi- 
cious start. With the rapid deteriora- 
tion of world trade and aid owing to re- 
cession in the developed world, aid 
flow into the country stagnated and 
export earnings declined, adversely af- 
fecting the government's budgetary 








position. During each of the first two 
years, the economy grew a mere 3.5% 
as the development programme had to 
be adjusted down- 
ward owing to re- 
source constraints. A 
shortfall in resources 
forced the govern- 
ment to reduce the 
plan from Taka 256 
billion to Taka 172 
billion — Taka 111 
billion in the public 
sector and Taka 61 
billion in the private 
sector. The revised 
average GDP growth 
target was setat 5.4%. 

However, with an 
anticipated GDP 
growth rate of 3.8% in 
the current year, the 
average growth rate 
during the plan period 
is unlikely to be more 
than about 3.8%. The 
reason for the failure 
to achieve its planned 
growth was that four 
out of the five years 
have had bad weather 
which adversely affected the economy. 
Agriculture, which represents more 
than 52% of the GDP, dominates the 
economy. 

According to A. H. Shahadatullah, a 


| member of the Planning Commission, 


the normal weather cycle in the coun- 
try was one good year followed by a 
normal one and then by a bad year. The 
good year’s bumper crop production 
would, theoretically, offset the bad 
year’s. But, unfortunately for 
Bangladesh, since 1980, each year has 
been a bad year. World Bank experts 
are unhappy about this growth pat- 
tern, with some predicting that 
Bangladesh would not be able to 
achieve more than a 3.5% growth an- 
nually. Shahadatullah disagrees, say- 
ing that it was true only for the 1980-85 
period, but the potential for growth is 
much higher, provided the adverse ef- 
fects of bad weather are taken care of 
by large infusions of investment and 
technology. — S. KAMALUDDIN 
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PHILIPPINE PLAZA 


, THE AFFORDABLE MEETING PACKAGE 


THE $43 
f MEETING 


Once again, Westin Hotels’ Philippine Р! 
Manila 's most preferred hotel, brings you a 
special meeting package. 

From March 1 to September 30, 1985, Manila 
only seaside resort offers a special package rati 
for live-in conferences with a minimum | 
rooms booked. This includes: 






























* A special group rate of US$43* per night, 
single or double occupancy. 
* One complimentary suite for the first 12 ro 


used, one additional complimentary suit: 
for every 50 rooms thereafter 
Welcome Rhum Trav. in each room 
* Complimentary use of conference room, sor 
audio-visual and other meeting equipment 
* Package price of US$15.50 (inclusive of ta» 
and service charge) per person per day for 
American breakfast, morning snack, lunch, 
afternoon snack. 
Plus other special amenities. 








WESTIN HOTELS 


Philippine Plazo 


Manila's only seaside resort. 








The Review Focuses on 


Banking — , 


For many years now Review readers have become accustomed 
to the annual Focus on Banking published every year in April and 
this year is no exception. How safe a haven is Asia for the multi 
national banks still licking their Latin American wounds — 
particularly the Philippines, South Korea, Malaysia and India. 

Will Asia's banks, relatively unscathed from recession, have to 
brace against a widely predicted new US recession next year? 
What exciting challenges for the future will emerge from the 
floodtide of banking liberalisation and China's Four 
Modernisations? 


To answer these and many other questions, the Review's highly 
skilled team of staff writers plus contributors from the Banking 
industry will analyse Asian banking in 1985 and beyond. 


As the world's premier publication on Asian affairs, the 
Review is considered an essential part of the business day for over 
200,000 senior executives in banking, industry, government and 
the professions and no other publication has a greater command 
of their attention. 

In a Focus issue, this is even more true. 

An advertisement in the FAR 
EASTERN ECONOMIC REVIEW 
continues to be the most cost 
effective means of reaching Asia's 
decision makers. If your company is 
not already advertising with us, why 
not start by taking the excellent 
opportunity of an 1 advertisement in 
the Review's Focus on Banking by 
contacting: 


Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review Ltd 
G P O Box 160 

Hong Kong 


BANKING '84 


„FAULTY T TOWERS 





The Choice of Authority — 








brother 


Electronic typewriters and daisy wheel printers for letter quality documentation. 


, brother 


Dot matrix electronic printers for high speed data processing. 





Electronic sewing machines for professional Quality results. 





Self-expression takes on many forms. Music. 
The written word. Creating something with your 

. own hands. But every painter needs a brush. 
Every skilled worker a tool. Every artist a means 
of expression. This is where Brother comes in. 
A half-century of quality products for both home 
and industry that put people in touch with what 
they are doing. A full line of typewriters so 
reliable that now one out of every eight units 
produced in the world is made by Brother. 
Typewriters that became even more famous by 
being designated the official typewriters of the 
1984 Los Angeles Olympic Games. 


Knitting machines for attractive knitted fashions the easy way. 


No Matter How You Writ 
Brother Spells Quali 
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Computer printers that offer either daisy wheel 
quality or dot matrix speeds ... or both! Sewing 
machines and automatic knitting machines that 
let anyone create their own fashions quickly 
and easily. Personal word processors that let 
you put a fully functional system in your 
briefcase. The list goes on. And, by the time 
you read this, it probably will have grown even 
longer. Because Brother also practices a form 
of self-expression by creating new products 
almost before the need arises. Brother 
Industries ... putting the tools of self-expression 
into the hands of the world. 








Dot matrix printer 





Electronic office typewriter 





Computerized sewing machine 





BROTHER INDUSTRIES, LTD. Nagoya, Japan 




















WHICHEVER WAY YOU LOOK AT THE FIGURES 
THE ANSWER IS ALWAYS THE SQUARE 


The advantages in a move to Exchange Square add up to one inescapable conclusion 
But we'll let the facts and figures speak for themselves 
Because Exchange Square is more than just à spectacular building enc ased in 
rose-coloured granite and mirror glass 
The windows are double-glazed for total silence and to reduce energy cost 
You pay only for the floor area you actually lease. Not the corridors, the lavatories, the columns 
and other unusable areas. You don't even pay for the showers. 
The service charge is cost-based and accounts fully for the aur conditioning, lighting system 
and for the Hongkong Land property management services 
Exchange Square's shared communications resources are unique They give you considerable capital 
cost savings because for word processing. data, telephone, telex and other communications, 
vou simply plug into the centralized system 
And the hub of Asia's business world never closes. All the systems go on funcuoning 
24 hours a day, 365 days a year 


Whichever way vou add up the sum, the answer is always the Square 


The time to act is now. The first tenants start moving in during March. 
Please contact: Hongkong Land (tel: 5-8428288, telex: 75102) or 
Jones Lang Wootton (tel: 5-217171, telex: 74247). 


THE HUB OF ASIA’ 5 BUSINESS WORLD 








And now for the fund of funds 


* A CURIOUS bunch of institu- 
tional investors will probably be 
knocking on the doors of certain 
smaller stockmarkets in Asia and 
elsewhere before long, with US$50 
million to spgnd and the promise of 
more (10 tin¥es as much) where that 
came from. Not the brash investment 
tycoons of Wall Street these, or the 
City slickers of London, but a gentle- 
manly group with names like the US 
College Retirement Equity Fund, the 
United Nations Pension Fund and a 
certain private foundation with a 
name like a motor car. The Asian 
Development Bank could be in for a 
slice of the action too, and maybe a 
Dutch pension fund. 

Why these worthy organisations, 
when the investment and pension 
funds of New York and London have 
so much more financial muscle to do 
the job? The answer is to be found in 
the target markets. South Korea, for 
example, retains an illogical hang-up 
about foreign portfolio investment 
beyond a cautious US$200 million or 
so — peanuts in comparison to its 
foreign debt of some US$45 billion. It 
will happily allow a foreign multina- 
tional corporation to take a 100% 
stake in certain projects, but baulks 
at foreign investors owning little 
slices of its own companies. The fear 
is that they are hot-money men in 
search of a quick buck. Indonesia is 
even more phobic and does not allow 
foreigners into its embryonic 
stockmarket at all. Ditto India. 

Enter the grey investors of the 
proposed new Emerging Markets 
Fund, which the World Bank's 
equity-financing agency — the Inter- 
national Finance Corp. (IFC) — is 
putting together in collaboration 
with Templeton Management con- 
sulting group of the United States. 
The theory is that not even the most 
suspicious developing country could 
take exception to their credentials, 
Once the initial stock has been placed 
with them and confidence estab- 
lished, the fund could be opened to 
wider investor participation. It will 
probably be confined to a small group 
of emerging markets in Asia, Latin 
America, the Middle East and Africa. 
* SHROFF learns, meanwhile, that 
Thailand is about to join the group 
launching individual country funds, 
à la Mexico and Korea funds. The 
Thailand Fund will probably start 
out at around US$25 million — only 
half of what could be sold were there 
sufficient stocks available. The Thai 
authorities would likethe fund to buy 
much of their own stockmarket res- 








cue funds, the Krung Thai Fund and 
the Capital Market Development 
Fund (SHROFF, REVIEW, 13 Dec. '84), 
but the fund's sponsors naturally 
want to pick and choose. 

British stockbrokers Vickers da 
Costa, now part owned by Citicorp of 
the US, will probably underwrite the 
lion's share with the IFC picking up 
the rest of the tab. The trouble is that 
with a small initial launch, the costs 
tend to be on the high side, too high in 
fact for doing a New York launch as 
with the Korea Fund. So the Thai 
fund will probably be sold down in 
London. Another sticking point is 
over who manages it, and where. 

* CITICORP'S purchase of 30% in 
Vickers da Costa is already beginning 
to change the complexion of mer- 
chant banking in Hongkong. Citicorp 
has appointed Philip Tose, head of 
Vickers' operation in Hongkong, to 
head up a new unit pulling together 
all its local investment-banking ac- 
tivities — and promptly poached five 
of the key corporate-finance people 
from Wardleys (the merchant-bank- 
ing arm of the Hongkong and Shang- 
hai Banking Corp. — HSBC) to help 
staff it. Wardleys has lost the staff 
(disgruntled, it is rumoured, at hav- 
ing an outside senior executive from 
East Asia Warburg put in recently 
above them) but, as a source close to 
Citicorp indicated to Shroff, the 
HSBC group will fight hard to keep 


its existing client base from going | 


over with the defectors. 

With Hongkong arguably over- 
supplied with merchant banks now, 
it seems that dog-eat-dog is going to 
be the only way to survive. 

Ф HOW are the mighty bowed. 
Shroff was awed to hear taipan 
Simon Keswick of Jardine Matheson 
Holdings admit the other day that 
both the so-called princely hong and 
its sister company Hongkong Land 
had *over-reached themselves and 
made unwise or poorly controlled in- 
vestments" in the past few years. 
Keswick, of course, was indulging 
not so much in a mea culpa as blam- 
ing, by implication, his predecessor 
— David Newbigging — at Jardine, 
and chief executive David Davies' 
predecessor at Land, Trevor Bedford. 

A bit of humility is always refresh- 
ing but Shroff could not help feeling a 
certain sensing of du deja vu, or at 
least deja entendu, when Keswick 
went on to say that Jardine had now 
turned over a new leaf, cut out the 
deadwood and moved to strengthen 
the "core functional businesses." Six 
years ago, Newbigging said almost 
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exactly the same 
thing to this 
writer (REVIEW, 9 
Feb. '79). Mean- 
while, Shroff 
wonders whether 
Jardine's decision 
to get out of ship- 
owning after 
some 140 years 
does not suggest 
it is losing long- 
term direction as 
well as unwind- 
ing the follies of 
immediate form- 
er taipans. Time 
will tell. 

€ NOT that the bete noir of all Jar- 
dine taipans, Li Ka-shing of Cheung 
Kong (Holdings) is looking any 
smarter than they are just now. 
Cheung Kong's 1984 figures are truly 
horrendous and make it pretty obvi- 
ous why Li is milking associate 
Hutchison Whampoa for all the di- 
vidends it is worth. Having taken a 4, 
monumental bath in cement, so to 7° 
speak, and having come to grief on 
property too, Cheung Kong obviously 
needed its share of the HK$4 billion 
(US$512.8 million) special dividend X 
paid out by Hutchison last May, plus ) 
the generous ordinary dividends 

being paid for the year. Hutchison Е 
faces capital expenditures of no less 
than HK$4 billion on its Hunghom d 
residential development and another 
HK$1.5-2 billion on redeveloping its 
container terminal over the next five 

or six years. 

Its trading and retail business are, 
of course, good cash generators and 
project finance can always be fixed 
up for the container terminal. But is 
the blithe assumption justified that 
pre-sales wiH finance Hunghom — 
now that much of the speculative ele- 
ment has gone out of the Hongkong 
property market. 

In short, does it make sense to be so 
generous on dividend policy when 
Hutchison faces such commitments, : 
and has a present negative cash posi- 
tion of some HK$1 billion? For that 
matter, how much sense does it make 
for Cheung Kong itself to reduce its 
dividend cover last year to just 1.2 
times? Li would no doubt argue that 
this is part of the “trading mentality" 
which has carried him to success. 
Maybe, but for the moment Hong- 
kong Land looks a good deal more at- 
tractive as an investment than 
Cheung Kong and even Jardine looks 
safer from the predatory attentions of 
a problem-beset Li. 














Simon Keswick: 
unwonted humility. 












у Carl Goldstein in Taipei 
he immediate shock waves from the 
financial crisis in the Cathay | 
group. one of Taiwan's largest business 
empires, have begun to subside as the 
financial authorities move to limit the 
damage to the economy from the mas- | 
sive loan scandal. But the magnitude of | 
its effect on the economy is becoming | 
clear: the government has issued a pre- | 
minary forecast that the credit crisis | 
ould reduce Taiwan's projected 1985 | 
“onomic-growth rate of 8.5% by upto | 
alf a percentage point. | 
Already some reforms are underway, | 
ut the difficult task of bringing the | 
Ooüntry's financial system into the 
odern era (the urgency of which was 
jade clear by the crisis) is just begin- 
ing. There is widespread agreement 
mong officials, economists and bank- 
$& that the Cathay group's problems 
eveal not only a failure of the banking 
egulatory system, but also the inabil- 
y of Taiwan’s financial system to pro- 
ide an efficient, orderly flow of capi- 
al to the private sector. 
"The magnitude of the Cathay crisis 
nd the shock to Taiwan’s financial 
arkets has harmed business confi- 
lence here. H has also set off political 
hockwaves. The Tsai-family owned 














uce Roscoe in Tokyo — 
hile the Tokyo Stock Exchan 
TSE) is steeped in r 


host of major United States corpo- | | 
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s the effects of the Cathay loan scandal become clear, 
aiwan speeds up moves to modernise its financial system 


| major group enterprises 





Cathay group’s total assets of more 
than US$2.5 billion distributed among 
some 100 companies make it Taiwan's 
second-largest conglomerate (behind 
Wang Yung-ching's Formosa Plastics 
group) Tenth Credit Cooperative, a 
credit union and one of several finan- 


| cial institutions owned by members of 
| the Tsai family, and Cathay Invest- 


ment and Trust Co. were both taken 


| over by government-run banks after 
| being hit by bank runs in mid-Feb- 
| ruary (REVIEW,  Mar.). 


Cathay Plastics ceased operations 
under a mountain of debt, and other 
including 
Cathay Life Insurance Co. and Cathay 
Construction Co. — are threatened by 
the loss of public confidence in the Tsai 
family name, once considered a symbol 
of financial and political power. 

Tsai Chen-chou, chairman of Tenth 
Credit and Cathay Plastics, is on trial 





| in a Taipei court on charges of fraud, 


passing bad cheques and forgery for 
his alleged role in the illegal diversion 
of NT$7.7 billion (US$197.4 million) in 
Tenth Credit funds to the plastics firm. 
He is accused of orchestrating the use 
of “dummy borrowers” to evade the 
legal ban on loans to private com- 


Ts uu 
additional NT$5 in private 
loans to Cathay Plastics from several 
thousand individuals. With the bad’ 
publicity that accompanied the bank: 
runs on Tenth Credit and Cathay 


i Trust, most of these people called in 


| their loans — but if vain. Before he 





| was arrested, Tsai estimated his total 


debt at NT$13 billion. His father, Tsai 
Wan-chun, who founded the family 
fortune but is now i has: 
also been charged with violation of" 
cheque laws. 


he crisis has caused a political up- 
roar that has already forced the 
resignation of the economics minister, 
Hsu Li-teh (Review, 21 Mar.), and - 
brought out demands by opposition ' 
legislators for Premier Yu Kuo-hwa to > 
step down. The case has become a seri- ° 
ous embarrassment to the ruling Kuo- : 
mintang (KMT), as Tsai Chen-chou ' 
was nominated and elected to the’ 
legislature on the party ticket іп Юе : 
cember 1983, even after serious ir- 
regularities had been uncovered at 
Tenth Credit. The abrupt resignation 
of KMT secretary-general Tsiang Yen> : 
si on 6 February, three days before the. 
Ministry of Finance (MoF) announced 
the suspension of loan operations at 
Tenth Credit (precipitating the bank 
runs) is widely believed to have been 
related to his role in bringing Tsai onto. 
the roll of party candidates., | 
Investigations аге now underway by 
the Ministries of Finance and Justice to 
determine whether any officials were: 

















































intentional : 
ance. A focus of the 
investigation is the 
circumstances  sur- 
rounding the 1983 
placement of a five- 
man team from the 
Taipei city finance 
department to oversee 
lending procedures at 
Tenth Credit after 
the MoF discovered 
dummy loans p 
ing NT$3.6 Ып. 
Banking sources 
say then governor of 


Tsiang; Yu: resignations and pressure. 








the central bank, Yu, 
overruled an MoF recommendation to 
take management of the cooperative 
away from Tsai Chen-chou. Day Li- 
nin, director of the MoF's Department 
of Monetary Affairs said: "It's hard to 
say who made the decision. But it 
seems now as if it wasn't a very clever 
one." Another source commented: “If 
one really wants to deal with a politi- 
cally hot problem like disciplining a 
Tsai, then one clearly does not hand it 
off to a lower department like that." 
Optimists say the Cathay crisis has 
provided a necessary shock to 
Taiwan's financial system. The crisis is 
a "blessing in disguise" that reflects 
"the growing pains of the banking sys- 
tem 
president with the International Com- 
mercial Bank of China. He and others 
point to steps already taken or planned 
to bring stability and modernise the fi- 
nancial sector. A central deposit-in- 
surance scheme will go into effect on 1 




















a seven-year private placement of 
notes worth US$60 million, the 
bank's first such placement of notes 
in the Japanese market. And in 
March, it won approval from the 
Bank of Japan (the central bank) to 
issue Euroyen certificates of deposit. . 
While some Japanese banks may be 
keen to snap up the new shares, it is 
difficult to see how they will be 
traded actively on the TSE. Tradi- 
tionally, foreign financial institution 
_ shares perform worst of all foreign 
listings, and all foreign listings are 
generally dull compared with Japan- 
ese share movements. Whether NAB 
(ds the exception to a longstanding 
. rule will depend almost entirely upon 
the efforts of Nikko Securities: Ja- 
Tere securities companies are not 





for their zeal in backing 
m shares. 
AB's Tokyo office, at least, is 






," said C. C. Chen, a senior vice- | 








July, and the MoF has drawn up plans 
for closer monitoring of financial in- 
stitutions. 

More importantly, the central bank 
appears to be moving towards eventual | 
deregulation of interest rates. The 
tight restriction on rates has caused 
most banks, particularly domestic in- 
stitutions, to adopt highly conserva- | 
tive lending policies that emphasise | 
short-term, fully collateralised loans. 





| terests as well 


эрит” 


panies would be allowed to borrow in - 


this manner, and also require that it be 1 


legally registered. 
Financial analysts say interest-rate 
deregulation would allow banks to 


| charge a rate that could compensate 


them for the true risks involved in 
lending. Although lending rates would 
rise above the current levels of 8-10%, 
they would still be substantially lower 
than what many companies are now 
paying for private loans 

The Cathay crisis has also focused 
attention on the problem of financial 
institutions that are controlled by cor- 
porate groups with wide industrial in- 
"It's very dangerous to 
have powerful conglomerates running 
financial institutions as a private 
means of raising capital, as the Tsai 
family did with Tenth Credit and 
Cathay Trust," said S. C. Tsiang, the 
president of the Chung-hua Institution 
for Economic Research. An estimated 
NT$20 billion of Cathay Trust's total 
loans of NT$38 billion prior to the 
crisis went to other Cathay group en- 
terprises. 

The government has talked of pro- 


| hibiting the same person from heading 


any firms are unable to obtain 

bank financing, so they are forced | 
to rely on the kerb market. Studies 
have shown that up to 35% of private 
companies' capital requirements come 
from ,these unorganised markets, 
which consist mostly of loans from em- 
ployees and other individuals, often at 
interest rates as high as 30%. Cathay 
Plastics was not alone in this situation: 
some of. Taiwan's largest industrial 
corporations, such as Tatung Co., the 
giant electronics and appliances firm, 
also borrow large sums from individu- 
als. MoF officials say they would like 
to restrict the amount of money com- 





both a financial institution and an in- 
dustrial enterprise. But this would 
strike directly at several other big 
groups that are centred around invest- 
ment and trust or insurance com- 
panies. “Judging from the political in- 
fluence of some of those involved, it 
will be very difficult to force them to 
divest,” said Tsiang 

His was not the only pessimistic 
voice to be heard. “My concern is that 
they will only put band-aids on the 


| system rather than addressing the fun- 


damental problems,” said the Taipei 
branch manager of a major foreign 
bank. ü 





FOR YOUR BUSINESS PROMOTION DON'T FAIL TO 
INCLUDE IN YOUR EXHIBITION SCHEDULE FOR 1985 


BUCHAREST INTERNATIONAL FAIR 


Bucharest-Romania 
October 10-17, 1985 


A general annual fair exhibiting machinery, equipment, 
installations, products and 
raw materials of all economic sectors. 


For further information apply to 


THE FAIRS, EXHIBITIONS AND 
FOREIGN TRADE PUBLICITY COMPANY 


Bucharest-Romania 
22, N. Bălcescu Blvd 
Telephone: 14 75 35 
Telex: 011-374 camrom 





at 
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Casualties of commerce 


Officials at a troubled Philippine commercial bank 
are removed in an attempt to avert its collapse 


By Jose Galang in Manila 


A change of guard at the financially 
distressed Philippine Military and 
Veterans Bank (PMVB) has been or- 
dered by President Ferdinand Marcos 
“to save the bank from bankruptcy.” 
The 22-year-old bank, set up originally 
with the help of a United States Gov- 
ernment grant of US$25 million for 
Filipino veterans of World War II, has 
been saddled with huge loan arrears, 
which at end-1984 totalled some P1.2 
billion (US$64.9 million). 

Marcos, who holds in trust more 
than half of the bank's outstanding 
shares, asked the entire board of direc- 
tors on 26 March to resign "to stop a 























Jardine Matheson Holdings is with- 
drawing from ship-owning and has 
made a HK$554 million (US$71 mil- 
lion) extraordinary charge against its 
1984 profits reflecting the decision. 
This apparently writes down the re- 
sidual fleet to its estimated realisable 
value. Jardine is also withdrawing 
from residential-property develop- 
ment in the United States, and has 
written off a further HK$159 million 
against that. The result (adding in 
also Jardine's share of previously re- 
ported extraordinary losses of asso- 
ciate Hongkong Land) is a HK$959 
million bottom-line loss at Jardine 
for the year ended 31 Dec. 1984, com- 
pared with profits of HK$187 million 
the previous year. As a result, Jardine 
is passing its final dividend. 
Jardine's turnover for the year fell 
16.6% to HK$8.88 billion and operat- 
ing profits plunged 62% from 
HK$677 million to HK$257 million. 
This reflects a drop in Jardine's own- 
ership of the Gammon group from 
100% to 57% and a fall to 40% in its 
stake in Lombard Insurance. The Ren- 
nies stake has also been sold. Sugar 
profits fell in Hawaii; there wasa fall 
in profits from offshore activities 
(Jardine is also withdrawing from 
offshore oil servicing); and the group 















WI COMPANY RESULTS 
Jardine clears the decks 










suffered exchange losses (taken at 
this level as well as through a 
HK$125 million charge below the 
line). 

But profits from associates rose 
72% to HK$413 million as a result of 
loss provisioning against shipping at 
this level (Jardine wrote off HK$240 
million above the line against its fleet 
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drain on the bank's funds," saying "its 
present operation poses a threat of 
bankruptcy." PMVB, with total 1984 
assets of P2.3 billion (against total 


liabilities of P2.27 billion), ranks 30th | 


among the 34 commercial banks in the 
country. It is one of two govern- 
ment banks (the other is Philippine 
National Bank, the biggest commercial 
bank with assets of P87.2 billion) 
facing serious liquidity problems 
which required large injections of 
funds. 

According to sources, the PMVB has 
a record of bad investments and lend- 
ing (some of which had been granted 


in 1983) and an improvement in 
Hongkong Land's operating results. 
Nevertheless, pre-interest profits fell 
27% to HK$670 million before lower 
interest charges cushioned the fall at 
the pre-tax level to 24% (at HK$431 
million). 

In his statement to shareholders, 
chairman Simon Keswick com- 
mented; “At this time last year it 
seemed that we had completed the 
house-cleaning of our balance-sheet 
with substantial provisions against 
property and shipping. However, 
after extensive review during 1984, 
we now feel it necessary to go further. 
In our judgment, ship-owning and 
some of our property activities no 
longer constitute suitable businesses 
for Jardines.” 

But the balance-sheet is now “con- 
servatively stated,” including the 
stake in Hongkong Land, which is 
being carried at HK$5.92 a share 
compared with a net asset value of 
HK$6.45 for that company, said Kes- 
wick. (The size of the stake will be in- 
fluenced by Land’s recently an- 
nounced rights issue of preference 
shares but it will remain at “over 
35%,” says Keswick.) 

Group operating results for the 
first weeks of 1985 are “ahead” of 
those for 1984. Even so, Keswick is 
fighting shy of a profit forecast for 
the full year. In future, Jardine in- 
tends to concentrate on its “core 
functional businesses,” predomin- 
antly in service industries (except for 
Hongkong Land) and where there is 
“potential for organic growth,” the 
chairman adds. 








without prior approval of the bank's 
board) to individuals and firms, most 
with military connections. For in- 
stance, the bank lent some P10.5 mil- 
lion to businessman Dewey Dee, who 
in 1981 fled the country leaving debts 
totalling some P700 million. PMVB 
also had substantial exposure in a 
failed finance company, Philippine 
Underwriters Finapgce Corp., which 
was owned by Ricardo Silverio, à 
former Marcos crony (REVIEW, 8 Mar. 
'84). In 1982, PMVB sought emergency | 
assistance of P500 million from the, 
Central Bank of the PlMippines. 


rdered to resign as PMVB directors 

were the bank's chairman, armed 
forces chief of staff Gen. Fabian Ver 
(who is on leave during his trial on 
charges of having been an accessory in 
the murder of Benigno Aquino); Rafael 
Arnaldo (vice-chairman); Agustin 
Marking; Jaime Mejia; Jose Sering; 
Generoso Salazar; Lorenzo Teves; 


Elaborating on the 1984 results, 
Keswick says the strength of the 
Hongkong dollar resulted in lower 
reportable local-dollar earnings from 
international operations and the 
group suffered an exchange loss from 


|a sterling deposit earmarked for 





property refinancing. 

Earnings from operations in Aus- 
tralia, the US and the Middle East fell 
short of expectations. The Jardine 
Offshore Group had an "inactive and 
unprofitable year" and provisions 
had to be made against an investment 
in an Australian property develop- 
ment. Looking back, it can be seen 
that at the beginning of the current 
decade, both Hongkong Land and 
Jardines "over-reached themselves 


| and made unwise or poorly control- 
| led investments." — ANTHONY ROWLEY 











UNLIMITED, NOT LIMITED 


The report on page 67 of this issue on 
Hongkong's proposed banking reforms 
should say that foreign banks' local sub- 
sidiaries will be transformed into unli- 
mited liability companies. 
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Vete f ard) and Em- 
manuel de Ocampo (representing the 
Véterans Federátion of the Philip- 
pines). Arnaldo, Ermita, Duque and de 
Ocampo sit on the board as ex-officio 
members. | 

Prime Minister Cesar Virata, who is 
also finance minister, was instructed 
by Marcos to oversee a special stock- 
holders’ meeting to pave the way for a 
reorganisation: To help in its rehabili- 
tation, Virata was also instructed to 
seek central bak assistance for addi- 
tional credit. The Philippine Deposit 
Insurance Corp., which is normally 
tapped to cover payments of deposits 


in failed banks, was also asked to | 


help. 

"The veterans’ bank had total bor- 
rowings of R93 million at the end of 
71984, with some P60 million coming 
from the central bank as rescue funds 





the matter of 
liquidating the PMVB was reportedly 
brought up but this was not approved; 
it would be a big blow to the bank’s 
426,000-plus stockholders, mostly 
Filipino war veterans and their depen- 


dents or heirs. 
т is in contrast to the liquidation 
ruled on Banco Filipino ‘Savings 
and Mortgage Bank (REVIEW, 4 Apr.) 
which, until it was placed under re- 
ceivership early this year, had been in a 
tight financial situation. Emergency 
assistance to Banco Filipino was 
placed at some P3 billion; resulting in 
sharp increases in the money supply, 
one of the key areas being monitored 
under the terms of an IMF standby 
credit. 














UOB slackens 


Reflecting the sluggish businessenvi- | 


ronment in Singapore, United Over- 
seas Bank reported a 10.7% slide to 
$$137 million (US$67.3 million) in 
pre-tax profits for 1984. While the 
group did not disclose the sum set 
aside for bad loans, provisions must 
have been substantial in view of the 
double-digit downturn in profit. 

The group's finance and insurance 
subsidiaries also reported. substan- 
tial reductions in net profits. The 
group declared a 10% gross final di- 
vidend, which brought the total di- 
vidend to 18%, unchanged from 1983. 

— V. G. KULKARNI 


Hutchison pays more 

Hutchison Whampoa of Hongkong is 

lifting its total payout for the year to 

3t Dec. 1984 by 48% (to 84 HK cents a 

Share) on virtually static total earn- 

ings of HK$1.29 billion (US$165.4 

million) and a 29% drop in earnings a 
share (to HK$1.81) — reflecting new 
Shares issued during the year, war- 
rants exercised. and scrip dividends 
/paid. 

. Hutchison's trading profit rose 
modestly from HK$1.12 billion to 
HK$1.21 billion in 1984, reflecting a 
solid, if unexciting, performance by 


most divisions — though property in- | 


come was marginally down and in- 
, vestment income fell. Extraordinary 
gains of HK$269 million, against 
HK$123 million in 1983, derived 
mainly from the sale of shares in HK- 
TVB (a local broadcasting company) 
offset the 12% fall to HK$1.02 billion 
in after-tax profits. Exchange gains, 
"meanwhile, fell from HK$233 million 
0 HK$54 million. 





















| 
| tem (RSBS), the pension: 
| sation for the Armed Forces « 
| Philippines. RSBS is now the» 
| ity investor. The revamp 1 
| the PMVB's authorised capi 
billion. 
A thorough review of the PM 
lending activities is currently 
made. The bank has been c 
itssubstantial DOSRI (direc 
ers, stockholders and related in 
loans, which are supposed to be tig 
controlled under Philippine laws 
perhaps explains why most 
elections during the ba 
stockholders’ 1 
punctuated by bitter sq 
one case, the losers even went 
seeking the annulment of the b 
elections. 





























Chairman Li Ka-shing says Hutch- 
ison ended 1984 "stronger and bet- 
ter-structured than it has ever been" 
| with net shareholders’ funds at 

HK$5.08 billion, "negligible" bor- 
rowings and good cash reserves. He 
warns, however, that the deepening 


| recession in shipping has resulted in 


losses for Hutchison's chartering 
and ship-repairing activities and 
extraordinary losses could result 
from a decision to reduce charter- 
ing. | 
Despite a still-depressed property 
market, Hutchison has sold all resi- 
dential units in its Provident Centre 
and there are signs of improved de- 
mand for residential properties. Li 
says that Hutchison's 11,000 flats in 
its proposed major Hunghom deve- 
lopment. should find a "ready mar- 
ket." He also notes that the addi- 
tional capital required to develop the 
group's container-terminal opera- 
tion could be "substantial." 

— ANTHONY ROWLEY 


NOL lacklustre 


Neptune Orient Lines, in which the 
Singapore Government has a two- 
thirds stake, showed a rise of 34.7% 
to 5$11.3 million (US$5.1 million) in 


| pre-tax profits for calendar 1984. 





However, as the profit included sub- 
stantial proceeds from the sale of 
ships — details of which were not re- 
vealed — it is evident that the ship- 
operating activities of the group did 
not do well. 

Turnover at the group level rose by 
a mere 3.6% to $$814 million. Direc- 
tors do not expect any improvement 
in the results for 1985. A net tax- 





exempt final dividend of 7.5 S cents a 
share was declared. — V. G. KULKARNI 







































| Cheung Kong nosedives 
| After-tax profits of Hongkong-bé 

Cheung Kong (Holdings) plunged 
most by half to HK$218 | 
(US$27.3 million) in the year to 
Dec. 1984 as a result of proble: 
most major divisions — and that: 
before a HK$112 million extraor 
ary loss, mainly as a result of wri 
off the group's investment in Ch 
Cement Co. (Hong Kong). Neve 
less, Cheung Kong is maintaining i 
total dividend for the vear at 45 
EK cents a share, the same as in 





Cement Co. (where operating lossi 
| last year increased from HK$48 
| million to HK$62.1 million i 
| counting extraordinary 10 
| HK$131 million) continued tc 
| from “dumping by overseas 
| ers.” Green Island has been 
| tured and re-capitalised, but its shiy 
| ping exposure still causes "conc 
| Having written off its investment i 
| China Cement meanwhile, Cheun 
| Kong expects “no further loss in rela- 
| tion to its original investment." 
| Cheung Kong's 35%-owned assc 
| ciate Hutchison Whampoa had а 
| “satisfactory” year and Hute 
| acquisition of a 34% stake in Б 
| kong Electric Holdings will enhance: 
| Hutchison's recurrent income. 
| Li. Property developer International © 
| City Holdings recorded a loss ; 
| 1984 and Lee Hing Develo 
| suffered a downturn. The 
| Hotel enjoyed a 24% profit rise 
year and overseas investments pi 
formed "reasonably" weil. P 
~~ ANTHONY BOWLE 
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1 ONG: Prices rose steadily throughout 
the period with the Hang Seng Index putting on 
ly 27 points to close at 1,389.13. Jardine 
atheson's dismal results and  Hutchison 

ampoa's stagnant performance were within 
arket expectations and hence, had little impact 
on trading sentiment. Punters showed up in 
force, encouraged by an unexpected half-point 
in local prime to 9.5% towards the end of the 
iod. Volume amounted to a daily average of 
$186.58 million (US$24 million). Unless the 
porting season produces a surprise, the market 
‘unlikely to make any sharp movements before 
Easter holidays in the coming period. 









































































i! 0: Reports from Washington that the 
‘United States Congress was considering a 20% 
ircharge on Japanese imports had little effect 
| the market as a whole, except on blue chips. 
lysts said the market, in any case, had shown 
e interest in the blue-chip sector. Trading 
as heavy in response to the start of the new fis- 
cal year (on 1 Apr.). Daily trading during the 
period averaged a near-record volume of 542.8 
ion shares. The Nikkei-Dow Jones Average 


in (special trust) funds continued to pour 
the market. Major brokers backed private 
way shares such as Tobu and Keihin while in- 
diminished in Nippon Gakki and Fujitsu. 


ЈАРОКЕ: Share prices closed generally 
ver in light trading, except in the plantation 

ters. The Fraser's Industrial index dropped 
19 points to close at 4,536.37 on 1 Apr. The 
y significant trading activity centred around 
tation counters, which were bolstered by 
her prices for rubber and palm oil. Among the 
ve plantation shares were Consplant, which 
e 2S cents to 5$2.90. The average daily turn- 
amounted to 9.8 million shares. 


| A LUMPUR: Despite the central bank 
pping commercial banks’ statutory reserves 
ffective 15 Apr., investors remained uncon- 


(US$158.7 million) freed will find its way to the 
Share market. Support for most listings re- 
mained weak as institutional buyers stayed 
away, leaving smaller investors chasing situa- 
tional stocks such as Cycle and Carriage and 


perty-based Metroplex. Average daily turn- 


M$18.4 million, with volumes sliding away by 
the close of the period. 


VLA: Somewhat easier credit allowed 
peculative play in cheap oils which swelled vol- 
—ume to 469.26 million shares, the biggest for a 
. long time. With call loans priced as low as 5% on 
1 Apr. compared with up to 60% recently, 
speculators took positions in Interport Re- 
sources, Pacific Richfield and Landoil Re- 
sources. Value, however, reached only P5.39 mil- 
lion (US$299,000) on anaemic trading in high- 
priced issues. The mining index slipped 4.72 to 
689.08 points as gains in Atlas Consolidated were 


x 


H 


ed to a record 12,677.15 points on 1 Apr. | 


vinced that much of the estimated M$400 million | 


r dropped to 7.67 million shares, valued at | 


fr . 

> 

Gains offset los 
MT 





majority of markets in Asia firmed in the period to 1 Apr. in line with a 
engthening Wall Street. Hongkong and Tokyo stood out as the best performers. 
ominent losers included Singapore and Taipei. 


offset by losses in Lepanto Consolidated and 
Philex Mining. The commercial-industrial index 
appreciated 1.17 points to 132.10. 


TAIPEI: The continuingeffects of the Cathay fi- 
nancial scandal kept the market on its down- 
ward trend. The weighted price index dropped 
11.67 points for the period to close at 768.39. On 
30 Mar., the index briefly dropped to 765.96, its 
lowest point since 12 Jan. 1984. The strongest 
downward pressure on the market came from 
substantial unloading of shares by Cathay Life, 
one of the largest players in the market. Average 
daily transactions were down at NT$512 million 
(US$12.80 million). 


AUSTRALIA: Investors showed alternating 
days of optimism and wary profit-taking during 
the period, with prices generally showing up- 
ward movement. The scramble for gold stocks 
continued, fuelled by gold price rises in Hong- 
kong and news of unrest in South Africa. The 
Gold Index leapt ahead over the period by a 
massive 110.5 points to reach 837.6. The reluc- 
tance of the Australian dollar to rise with other 
currencies against the US dollar added to the at- 
tractiveness of resource stocks for overseas in- 
vestors and the All-Resources Index ended the 
period at 547.7 — a gain of 4.8 points. 


NEW ZEALAND: prices continued to churn 


around existing levels. Renewed bid activity 
generated volume in the stocks involved but 
failed to produce any reak boost in prices or gen- 
eral market action. That share prices have simply 
continued to hold up, despite a yield gap of 
around 14%, probably owes much to the funds 
for re-investment generated from those bids. The 
fact remains, however, that fixed-interest secu- 
rities are home for the bulk of funds being re- 
leased. 


SEOUL: An optimistic mood, buoyed by expec- 
tations of government measures to encourage 
securities investments in the future, and immi- 
nent purchases by the Korea Growth Trust re- 
cently launched in Hongkong, helped edge the 
index up 1.86 points to 136.3. Small investors re- 
mained on the sidelines, but institutions are ex- 
pected to enter in force before long, Best perfor- 
mers were wood and wood products, up 12.22 
points — following news of a doubling of 
plywood exports last month; machinery fol- 
lowed, up 5.45 points. 


BANGKOK: The market recorded another ad- 
vance in relatively high turnover. Buoyed by, 
steady support, Siam Cement and Mah Boon- 
krong continued to enjoy the spotlight. Although 
profit-taking emerged in.mid-session to cut back 
the early gains, confidence renewed towards the 
close. The Book Club Index put on 1.2 points to 
close at 131.08. The most active rising stock was 
Datamat. Overall volume amounted to 2.56 mil- 
lion shares, worth Baht 263.2 million (US$9.6 
million) or a daily average of Baht 52.6 mil- 
lion. 


AUSTRALIA F 


1 Apr. 
as 
Amati 432 
Ampoi Exploration. 252 
Ampoi Petroleum 189 
ANZ Bank 452 
Austrahan Cons ind 233 
Austrahan Guarantee 253 
APM 254 
Bond “ 327 
Bougainmvée 22 
Brambles ing 393 
BHP $9! 
Burns Pháp 423 
Cartton United Brewery 26! 
Coles GJ 374 
Comaloo 277 
CSR 289 
Dunlop Australia 217 
Elders XL 319 
Hardie J 308 
Herald В Weekly Times an 
ICI Austrata 191 
LendLease Corp 589 
MIM Holdings 318 
Myer Emponum 184 
North Broken Hi 245 
Peko Wallsend 418 
Pioneer Concreto 166 
Santos 6.06 
Smith 413 
Thomas Nationwde Trans 179 
Western Mining 403 
Westpac 347 
Woodside 103 
Wootworths 316 
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HONGKONG 


Hang Seng Index 
ee es. 
su — ey M 
SN i ee 
29 Mar. 1; 
1 Apr. ч; 
Change on week +1. 

1Apr. change 

HKS — onweek 
Associated Hotels. 0.46 +45 
Апаз ind. 1.02 -56 
BankotE AEs АШ 2170 -31 

















G island Cement. 650 -122 15 
Hang Lung Development $40 Е 30 
Hang Seng Bank ' 47.50 - 33 
MAECO 16.00 +32 50 
изо 1.76 +35 57 

HK 735 +21 61 
HK &Ch Gas 9.00 +17 23 
HK &К Whar 565 +66 20 
HK Cand Ex Ris 485 -10 02 
HK 6S Bank 860 [II 53 
HK &5 Hotels 31.00 -46 32 
HK "Ar 600 13 75 
HK Telephone 69.50 +28 29 
HK BYauFemy Ех Au 3075 -169 43 
Hopowoll 179 0000 
Hain Chong 130 +24 a6 
Hutchêoi Whampoa 2 20.90 ГА +45 225 
inti Cay M . 0.67 -15 - 
Jardine 925 “14 11 
Jardine 9.80 +10 20 
Uu 170 Е as 
Nan Textiles 19.00 at “2 
New World 615 +17 39 
Orient O'seas H 230 -41 63 
O'seasT. Bark Ex Ом. 2.75 78 22 
Paul ¥.Canstr 275 +18) 79 
M 1.52 “13 - 
Ѕипн.К. Props 940 *68 55 
Swine Pac “A” 23.00 +50 55 
Tai Cheung 148 +57 14 
т 027 -53 - 
Wah Ship 179 -22 190 
"А" 725 36ء‎ ав 

Wheel Man. “A” Suspended Ба Б» 
Wing On Holdings 305 -32 26 
Winsor 435 +74 108 
World inti 1.80 +47 33 











12,486.15 
12,550.82 
12,604.02 
12,580.76 
12,590.20 
12,677.15 
+1.47% 
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Sanko Steamshvp. 97 
Sankyo Pharm 1260 
Sanwa Bank 1540 
Sekisui Pretab Homes. 575 
Sharp 987 
Shiseido 1110 
Sony 4970 
Sumtomo Bank 1720 
Taisei Const 210 
Takeda Chem 885 
Tokio Marine and Fire 880 
Tokyo Бес Power 1730 
Toray 503 
Toto 550 
ToyoKogyo 451 
Toyota Motor 1280 
Yamaha Motor. 780 


-20 - 
+41 409 
+62 6a 

09 267 
-60 250 
+37 203 
-48 28 4 
-17 497 
+14 35 
+41 324 
-08 59 
*30 187 

+123 397 
-30 235 
-36 136 
-45 127 
+32 — 

















26 Mar. 1,453.61 
27 Mar. 1,451.42 
28 Mar. 1,459.94 
29 Mar. 1,462.53 
1 Apr. 1,471.31 
Change on week +0.69% 
1Apr. “Schange % 
м3 onweek yield 
Avex Harvey 365 +58 30 
Breeriey 440 -02 7 
Carter нол 322 +06 34 
Fisher & Paykel 364 -03 26 





First Holdings = 
Lepanto-B 0.04 
Marcopper =~ 
Pháex-B 0095 
PLOT 3250 
Phil Overseas =- 
Proneer-B = 
Podco-B 0.00: 
San Miguel B 11.50 
W Minoico-B. = 




















Fraser's Industrial Index 
26 Mar. 4,608.10 
27 Mar. 4,544.17 
28 Mar. 4,582.80 
29 Mar. 4,556.85 
1 Apr. 4,436.37 
Change on week —2.0396 




















26 Mar. 134 46 
27 Mar. 134.44 
28 Mar. 135.23 
29 Mar. 135.08 
30 Mar. 136.46 
1 Арг. 136.30 
Change on week +1.38% 
1 Apr. “change % 
Won onweek yield 
Commerciai Bank 
of Korea 640 00 +47 21 
Dasim Ind 508 00 +09 79 
Daewoo Heavy Ind 55200 +13 91 
Dong-A Construction $1900 +93 77 
Gold Star Cable 64400 .03 62 
Han Yang Corp. 26700 +51 56 
Hard Bank 631 00 +14 63 
Hyundai Corp 1,022.00 24 39 
Korea Ой Holding 1,736.00 07 as 
Korean Arines 66200 22 24 
Lucky 615.00 34 65 
ё 2 i. 
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Asia Cement 
Canay Corsi 
Ctuna Rebar 
Chung Hwa Pup 
Chung Shing Tortie 
Far East Tarto 
Farmosa Plast 
Nan Ya Plastic 
Tawan Cement 
Tatung 

US) Far East 
Yue Loong Motor 
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Bangkok Book Club index i 


Japan Nomura item ater a 
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Communist countries 





USE = Binh 2.69 HKS Ато 0.3631 
rouble US$ Roubie n88 
Kip USS «Kip 38.00 

09% Dong 10.72 





The Hongkong and Shanghai Banking Corp: for banknote selling rates and 
official rates When avaiable on the Hongkong market, Reuter tor spot and 
.ütward rates from local and intemational markets, 





COMMODITIES 


Buying and selling rates where avaliable (1 Apr.) 


BOND PRICES 





















































































Fixed-interestbonds (USS) 
Latest Previous week То Smontieago | _-Yearago | Ашатайа 1123 
Canada 10-7/888 
ONA 15-1/4 96 
52.00 60.58 56.40 69.85 Deutsche Bank 14-1/4 89 à 
525-600 ECSC 11-1288 10-02-1017. 
EDC 10-3/4 88 OT A 
9,685—9.690 9.657--9.665 9.965--9,966 EDF 11-0490 : SOOT SB 
9.685—9,608 BEC 1) 8? И quee» 
29.52 28,15 29.15 Ei 1191 Tài VR А 
2 708-100-308 
320.50321 25 Э16.75--318 25 308.75--309.50 M dua. T pita : 
18310:7890 ©, SBS 
67 95—67.97 67 45—67 50 66.10-66.28. Midland 11-1732 Sitte . NM 
56.45-86.50 Moin JP. 11-308 90 GB ei BR HA 
Мини 12-18 00. 300-1/8-100-9/8 ^ 
725—755 710—740 613-860 Nat West 11-3492 97-1/8.-08-3/8 
201.75--202 75 200—201 189.00——189.50 Nippori CrBank 11-14 88. 95-7/8—-96-3/8 
| Nordic triv. Bank 11-3г4 90 90-3/4-00-1/4 
2,011—2,012 2.046--2 048 1871—4874 1,845-—1,847 Poya Baok салаад л. -VRBO eek ore 
1,973,974 fem ium eacus ni T 
SNCF 121991 102:95--10а+ 
3.3651 399 т.400 1,250--1,258 Sweden 14- 1/2 88. 107-32-108. Е 
1.395--1.360 Swed Ex Cr 13 86 9958-100-118 
World Bank 10:71890. ee eet 1. 
112.00—113.20 113.80—114.00 119.00--119.20 World Bank 1294 99:3/4-—100-1/4 
1162011840 Works dank 11-108 98 95--95-12 
World Bank 1587 107-1/8—107-5/8. 
38225-3582 50 360,00—360.50. 347.75---348.00 370.00—370.50 
334.75-—335.50 Float te notes 
Chie 6) 
= 899, 50---600.00 606.00--608.50 572.00--572.50 793—795 en i ee m 700 тето 
907—608 S 7 ] 
см m Denmark Ott; 88/90 100.47--100.57 
283.50—283.75 27825—278.75 269 .00--269.25 357.50—358.00 Rectan MUST реа 
E ee Ferrovie Stata Feb. 92/08 100.28 100,36 
Bangkok. 18} Sweden Nov 93403 100.12--100.22 
: 222 20 . 0208 260 
j {2) Мак; ^— (9 USSanoz (4) USealb {5) MS along ton —— i6) USe a 60 Ib bushel 
Т}. USE a 86 b bushel (B) USS а tonne Hh Me akg. Source; Reuter. 
ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 
: Hongkong Singapore l Malaysia Thailand indonesia | — Philippines Japan 
i Economic Growth % (reat (1) 1 
ao 96 82 73 59 45 -55 58 
1985 тло 57 865 38 45 01 Së 

















Latest а, US$10.34b 0991.78 USssa 77b US$0.61b \и$$26.885 
(Ост) (Dec.) Ыал.) Man] ian} (Jan) 
Yos apa na USS 15b US$3 78b US$1 78b USS, 75b USS0.66b US$24.77b | 
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$9B2-83~ 100 18762 100 1977:78 100 19782 100 1980: 100. 19815100 
102.8 124.8 189.8 239.08 340.0 343.3 104.12 
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18) IMF definition of reserves minus gold except for Singapore 
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(1) Officia and other estimates — (2) Consumer Price dek A 03) Ма or currency plus bank deposits — (4) Peninsular Malaysia only 
(€) Customs basis (7) fob — (B) af (9) Based опей ot credit with Bank Indonesia. 
Sources: Official statistics: 5 3 i 
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Asia houses over half of mankind. Everyday events are 
happening here that not only shape Asia's future but 
affect the entire world. Asia 1985 Yearbook covers 
these events, compiles analyses and interprets them. 
No businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In Its 26th Edition 

The Asia 1985 Yearbook, celebrating its 26th anniver- 
sary, is bigger and more comprehensive than ever 
before. Matching the rapid pace of Asian development, 
we have gone into greater detail, with deeper insight, to 
produce a book that anyone who has any dealings with 
Asia should have on the bookshelf. 


Features 

The Asia 1985 Yearbook includes a newcomer to every 
chapter — the Databox which gives an instant glance of 
essential data. You will find familiar chapters and fea- 
tures as well: a Regional Round-up, The Power Game, 
Population, Development Banks, Asian Finance, Asian 
Investment, Commodities, Energy, Aviation, Shipping, 
Trade & Aid, West Asia, South Pacific and Asian 
Organisations. 


The main body of the book contains chapters on 31 
countries. Each is divided into 3 sections — Politics/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging from Afghanistan through China, to 
Korea and Japan, down through the Philippines to 
Australia and New Zealand and then back to Pakistan 
via India, Indonesia, Singapore and Malaysia. 


As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, 
including a full military profile of every country. Each 
country has a new map to go with its chapter. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from market poten- 
tial and population trends to foreign aid involvements 


Announcing The All New 26th Edition 


We give you Asia, 
minus the mystery, 


1 minus the 
Asia 1985 Yearbook 


myth: 


and social and cultural landmarks. Each section has 
also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Reviews correspondents 
provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
staff contrjbute (as they have regularly for 26 years) to 
keep the Asia Yearbook pertinent. To give you Asia, 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Review can 


Soft Cover: HK$170/US$21.95/£20/S$49.50/M$56.50 
Hard Cover: HK$200/US$25.95/£23.75/9$58.50/M$67 
For airmail delivery, please add: 
HK$45/US$6/£5/S$13/M$15 
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ИШ LETTER FROM BALI 








f course I did not want to go to 

Bali. Everybody knows it is a 
spoilt paradise. I was going to Sri 
Lanka. But the recent disturbances 
made the island unattractive for a 
Malaysian Jaffna Tamil, and thus I 
found myself en route for Bali, 
another island paradise of Tamil 
Hinduism. 

Of course Bali is spoilt, if you mean 
Bali-on-the-Beach and assume that 
heaven is warm waters and a sun 
overhead among palm trees. I 
wouldn't look at a palm tree twice ex- 
cept to see if the coconuts are ripe for 
plucking. The sun is all very well but I 
prefer the shade. As for lying in the 
sand, it is an absurdity made worse 
by the same oiled bodies which 
made disaster areas of Brighton and 
Bondi and Port Dickson and Phuket. 

But Bali is not spoilt if you 


| Jaffna, 








strict vegetarians feasting on fruit, 
milk and honey. I was amazed to dis- 
cover that the elegant, wax-shiny 
flowers mounted on coconuts were in 
fact artificial, made of carefully cut 
pork fat still on the skin. The shaven- 
pated Brahmins of Tamil Nadu and 
blessing coconuts and 
bananas, would go into shock at the 
pleasures of Bali’s version of Siva and 
Vishnu. 

Tourists are sometimes shocked by 
how rudely they are treated occasion- 
ally by the Balinese when they go to 
festivals and ceremonies, including 
the dramatic funerals. But they 


dress for the beach — T-shirts and | 


sandals. 

What would their reaction be if a 
Balinese turned up at a funeral of one 
of their relatives dressed in T-shirt 
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| ly of the deceased. The jokes were not 
meant to dismiss grief, only to soften 
it. 

But tourists come to the beach, not 
to see Bali, much less the pre-Hindu 
Bali Aga. One village there, Trunyan, 
in the volcanic crater of Mount Batur 
| (Hinduism has yet to penetrate it) 
| where they do not cremate or bury 
their dead, but leave them in open 
graves for nature to do the work. 

But the tourists don't need that. 
They sit on the terrible beaches where 
the sand is rough with coral and enjoy 
their misbegotten Balimania. 








mean the Bali of the gods and 
the mountains. Of course most 
tourists don't see it. How many 
go 1,500 m up to the Mother 
Temple at Besakih, with its 
hundreds of thatched pagodas 
(meru), half-way up Mount 
Agung? 

I told Ida Bagus Tilem, the 
brilliant Balinese wood carver, 
I wanted to learn about Bali- 
nese Hinduism. “Since you are 
a Hindu it will be easier for 
you,” he said. “Come to Bali 
and stay with us for, say, six 
years, become a Balinese. Then 
find yourself a good teacher.” 

I believed him. My kind of 
Hinduism is full of sophistry. 
There are too many dos and 
don'ts. There are too many 
priests and too many rules I 
cannot reconcile. In Bali the 
temple gates — tjandi bentar — 
without grills or bars or locks, 
carved monuments sliced neat- 
ly in two as if with a butter 
knife and then set apart. They 
have been called “split” gates. I pre- 
fer to call them “open” gates. 

The temples themselves all have 
varied lay-outs. I asked a jovial 
painter (another Ida Bagus, which 
means Brahmin) why this was. "You 
people! What variations? You are all 
trying to put us in a catalogue. St 
Paul's is not a variation of Westmins- 
ter Abbey, is it? Neither is Tirupathi a 
variation of Palani. Why should this 
temple be like that one? It is only dif- 
ferent." 

Habits die hard. One expects a pul- 
pit in a church and a Ganesha, the 
elephant-headed god, in every Hindu 
temple. 

It was also difficult to understand 
offerings of roast meats — chicken, 
duck and suckling pigs — to the gods, 
who in the pantheon of my mind are 











and sandals? Tourists аге also 
shocked by what they perceive as a 


lack of grief displayed. 
B: as the Mexican Miguel Cova- 
rubbias wrote: “To the Balinese 
only the soul is really important, the 
body being simply an unclean object 
to be got rid of, about which there is 
no hysteria. Details which would be 
considered weird and shocking are 
regarded naturally and with great in- 
difference. I have seen a corpse 
poked, to help it burn, by relatives 
who were making loud jokes and 
scolding the body because it would 
not burn quickly enough, so they 
could go home.” 
In fact I remember jokes being 
made at Hindu funerals in Kuala 
Lumpur, but strictly within the fami- 





A Balinese temple and tjandi bentar: open doors. 


2 The locals don't really care for 
3 the beaches and so there is little 
Rof anything local about the 
? beaches, including the T-shirts, 
produced by a topless culture. 
You will not see any of the gods, 
even a crumbling one covered 
in flowers, in a shirt. 
Covarubbias should have the 
last word about the beaches: 
"Few Balinese know how to 
swim and they rarely venture 
into the sea except to bathe 
near the shallow beaches, and 
then they go only a few feet 
from the shore. There are small 
settlements of fishermen who 
brave the malarial coasts . . . 
but in general fishing is done 
in a small scale, either with 
casting nets or in beautiful 
prows shaped like fantastic 
elephant-fish (gadja-mina) 
with elegant stylised trunks, 
and eyes to see at night. With 
their triangular sails apex 
downwards, they go far out to 
sea at sunset to procure the 
giant sea-turtles required at the 
frequent banquets . . . The Balinese 
feel that the heights are for the gods, 
the middle world for humans, and the 
depths and low points for the spirits 
of the underworld. They dread the 
unholy loneliness of the beaches 
haunted by demons . . . They are one 
of the rare island peoples in the world 
turn their eyes not outward to the 
waters, but upward to the mountain 
tops.” 

It was hardly surprising that the 
Balinese thought I was a little queer 
when I suggested that Bali was spoilt. 
As far as they are concerned, you can 
have the beaches, and as long as you 
are paying good money for the privi- 
lege, you can spoil them too. But the 
privilege does not extend to the 
mountains. —K. DAS 
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MARINA 
MANDARIN — AT MARINA SQUARE 
SINGAPORE 


A hotel so special, so spectacular. 
Soon. In the new heart of Singapore. 


The moment you step into the new Marina Mandarin, you'll be 
greeted by a breathtaking sight. The whole interior is designed 
around a spectacular 18-storey Atrium. A gigantic 36 metre 
long modernistic-sculpture suspended from the skylight forms 
the focus of attention. 

Each of our 640 rooms and suites offers the luxury of 18th 
Century oriental splendour and looks out on beautiful views of 
the Marina Bay and city skyline. 

Exquisite gourmet meals are served at our four specialty 
restaurants. In addition, there are casual meal outlets, lounges 
and a discotheque. 

Recreational facilities abound, while connected to the hotel will 
be S.E. Asia's largest shopping mall. 

Marina Mandarin. The most spectacular hotel in the new heart 
of Singapore. 

Opening late 1985. 


The Atrium: the 18-storey centrepiece 


Managed by 
Mandarin Singapore International 
For more information, please contact 
Mr Michael T. S. Tan 
Director of Sales & Marketin 
333 Orchard Road, Singapore 0923 
Tel: 7379155. Telex: RS 21528 MANOTEL 
* Cable: MANRINOTEL 


Corporate brochure available on request 


Represented by: The“Jeading“Hotels of thé^World ' 








LETTERS TO THE EDITOR 





Race relations 


Your article on Sri Lanka [21 Feb.| 
contains two poignant mistakes which 
need pointing out. 

First, vou give currency to a false 
cliché, invented by racist elements 
among the Sinhalese, that the 
Sinhalese are Aryan and that the 
Tamils are dark-skinned, whereas 
both are of the same racial stock. To 
quote an eminent Sinhalese social sci- 
entist, Prof. Gananath Obevesekere, 
chairman of Princeton University's 
Anthropology Department (The New 
York Times, 24 April 1984): "As for 
dark skin, the father of 
Dutugemunu, a great hero of the 
Sinhalese. was called Kavan, or crow- 
coloured. There are a few Sinhalese 
nowadays with fair complexions, but 
this is probably due to miscegenation 
with successive waves of European 
conquerors from the early 16th century 
onward. An Aryan complexion comes 
from the latter-day European descen- 
dants of the ancient Aryans.” 

Secondly, you give statistics on the 
proportion of Tamils in public life to 
prove no discrimination. But these fig- 
ures are hangovers from the past when 
the Tamils had equal access. You 


King | 





cruited to public service today — these 
will tell a very different story. 

Indeed, more telling would be fig- | 
ures of Tamils shot down by the army, 
against the number of judicial in- | 
quiries by the government into such 
killings, as detailed in the document 
The Human Rights Implications of the 
Sinhalese-Tamil Conflict in Sri Lanka 


what proportion of Tamils are re- | 


| by the Foreign Affairs Committee of 


the United States Congress — virtually 
hundreds to nil. S. R. H. HOOLE, PhD 
Assistant Professor 


Pennsylvania Drexel University 


The changing Buddha 

Visakha Kawasaki's letter [16 Mar.] 
reflects little knowledge of the ac- 
tivities of members of the Sangha in 
Sri Lanka today. In fact, contemporary | 
Buddhism in Sri Lanka has little of the 
doctrinal and philosophical goals of 
the religion that was imported into Sri | 
Lanka from India — the birth-place of 
Gautama, the Buddha. | 

The doctrine's prime non-earthly 

goal of striving for salvation and with- | 
drawal and ascetic renunciation of 
(worldly) craving has been drastically 
transformed in recent times by self- 





should, in fact, have given figures of | styled “revivalists” under the slogan of | 
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“From the Opera House, 
you look straight across to another of 
Sydney’s great | 
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| 
| 
Service polished to 
perfection. 
A style that could only 
be Regent. Inspirational 
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“Return to righteousness.” The Buddh- 
ism of the high-caste Bhikshu (Sangha 
in Sri Lanka is divided into castes) 
pursues the goods, wealth and power 
of the world. It is markedly anti- 
Buddhist, violatint the canon of the 
faith and aggressively pursuing a po- 
licy of intolerance to other religions 
and ethnic entities living in the is- 
land. 

The Buddhist ideals and ethical way 
of life are conspicuously absent at all 
levels; village Buddhism is steeped in 
magic and exorcism, folklore and 
myths, pilgrimages and pageantry. 

Although Buddhism infinitely 
values human life as being the only 
prerequisite for attaining Nirvana, Sri 
Lanka is reputed to have one of the 
highest murder rates per capita in the 
world. Even the urban elite, as borne 
out by the pogrom of July 1983, are 
encrusted with grand visions of 
Sinhalese-Buddhist domination of the 
island, and advocating killing in de- 
fence of Buddhism as a merit. 

Dr E. W. Adikaram, an eminent 
Sinhalese-Buddhist scholar surveying 
the scene after the massacres of July, 
said: “If Buddhism is an empty shell 
devoid of love and compassion, the 
'arlier it disappears the better it is for 
the world.” 


Manila WILBUR SMITH 


е 

A bridge so far 

Upon the probability of British Prime 
Minister Margaret Thatcher profiting 
from the wisdom of the East I shall not 
venture comment, but I would like to 
add a few observations to your chroni- 
cle of the “road for flight" theme in 
TRAVELLER'S TALES [7 Mar.]. 

Like his contemporary Byron, Rus- 
sian field marshal Mikhail Kutuzov 
spoke of offering the enemy a “golden 
bridge,” according to Leo Tolstoy, who 
was meticulously accurate on the sub- 
ject. (No need to try to sort out 
plagiaristic tendencies here.) Kutuzov 
was of course talking about — and im- 
plementing strategy regarding — the 
Napoleonic retreat from Russia, and 
his bridge was quite literally golden, 
being a bridge of fire. 

His strategy was, I believe, more fun- 


| damentally in line with Lao Tzu than 


Sun Tzu: with the statement “Every- 
thing is being accomplished of itself 
better than we could desire,” Kutuzov 
(whose motto, “patience and time,” 
had Taoist overtones) let a scorched- 
earth policy and the vastness of Russia 
defeat the French; surely this was a 
Taoist approach, though I do not know 
if Kutuzov, a wide reader, ever read the 
Taoist classics. Still, he may have had 
it in his blood; three-quarters of Russia 
lies in Asia, after all. 

Which may be a long way from 
Thatcher and miners’ leader Arthur 
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On July 4, 1912, our hotel guests checked in to the accompaniment 
ot sky rockets, champagne in bowls, orchestras and an audience of 5000. 






Any day this year you can check in with only slightly less attention. 









sophisticated traveler. 

Arrive by helicopter on 
the roof or by limousine at 
the portico. But however you 
come, when you check in to 
The Manila Hotel, you'll 
know you've arrived. 


The newest, oldtradition The Manila Hotel has been 
in the Orient is back. With all reborn an architectural 
the old elegance, service and masterpiece, an uncompro- 
attention you thought wasa misingly unique resort hotel, 
thing of the past, every weaving the best of the 
modern luxury you could past with the best of today 
dream of and a magnificent | Where timeless traditions of 
hotel lobby beyond your Philippine hospitality and 
wildest dreams. impeccable service answer 
We still even offer a the demands of the most 
choice of as many as six 
different musical groups! 
An historic landmark 
with Manila Bay's world 
famous sunset for a 
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Scargill, but not so far, I think, from 
new Soviet leader Mikhail Gorbachov. 
Surely one of the major (not to say 
burning) questions of our day is what 


| sort of bridges he will build to the West 


and elsewhere. Let us hope that 
Thatcher's assessment of him is more 
perceptive than her treatment of Scar- 
gill—namely, that Gorbachov is a man 
she can do business with. Gorbachov's 
linkage, in a meeting with Pakistani 
President Zia-ul Haq, of Afghanistan 
and United States pressures on 
Nicaragua suggests that he is apt to 
prove a tough customer. 

ANDREW CARVELY 


Clarity for the eye 


As the target and victim of attacks by 
Chen Sui-pien [director of the New 
Formosa weekly] and others, I cannot 
help but write you to clarify some 
points in the article Eye on the tangwai 
[14 Feb.]. 

The article states that the case arose 
after Chen’s magazine accused me of 
“passing off a translation as my own 
work." This is only a very small portion 
of the truth. Actually, the magazine 
has done much more than just that. In 
many of its articles I was called by var- 
ious names: “A notorious hired hand 
[of the government],” “a fickle tricks- 
ter,” “a hypocrite, being outwardly 
humble but actually arrogant,” “cruel 
and vicious, " “plagiarist” and “big liar.” 

I do not think such character assassi- 
nation could be tolerated in any suciety 
under the rule of law. Therefore, I have 
no other alternative but to confront the 
magazine in court in order to protect 
my personal integrity. As can be seen 
obviously, the case has nothing to do 
with political motives. It is really un- 
fair to regard the case as “politically 
motivated," as did Carl Goldstein's ar- 
ticle. 

Moreover, the case has nothing to do 
with partisanship either. Thus, it is 
misleading to relate the libel case to 
the description of me as “pro-KMT 
[Kuomintang] chairman of the 
philosophy department." The suit is 
purely my personal defence against a 
group of libelists. My political belief is 
irrelevant. 

According to our Penal Code, arti- 
cles 310 and 56, the maximum penalty 
for deliberate libellous acts is three 
years of imprisonment (plus punitive 
damages if supplementary tort action 
is also brought). The libelists now re- 
ceive only one year; many prominent 
local lawyers do not think the sentence 
is heavy at all. So it is also unfair to 
quote only one comment from the de- 
fendant's side as appeared in the arti- 
cle. FUNG HU-HSIANG, PhD 

Chairman, Department of Philosophy 
Taichung Tunghai University 


Washington 


€ Carl Goldstein replies: The article 
clearly ascribed the charge that the 
trial was politically motivated to 
"KMT critics." None of the lawyers to 
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whom I spoke could recollect libel 
cases in Taiwan with such severe sen- 
tences. Regardless of the origin of the 
case, the wide publicity it received 
gave it political significance. Thus 
Fung’s political identification was re- 
levant 


Wrong order 


Rodney Tasker's article [21 Mar.] is in- 
accurate on Singapore's purchase of 
Fl6As. In January 1985, Singapore 
contracted for the eight F16/J79s 
which the United States offered in 
early 1984. There was no order or offer 
of new F16As or F16As upgraded from 
F16/J79s. 

The Philippines, Indonesia and 
Thailand had all expressed interest in 
the F16A before Singapore asked for 
the F16/J79 LIM MING SEONG 


Force) 
Singa 


e Rodney Tasker replies: “Singapore 
had already placed an order early in 
1984 for eight F16/J79s a far less 
sophisticated export version of the F16 
which has yet to see service in any air 
force. Its latest order is for the same 
aircraft, but with a new clause saying 
that, if approved, it can upgrade the 
order tothe F16A 


I was surprised to read Lincol 


statement that the recent string of 
Vietnamese victories “makes it all the 
more unlikely that Vietnam will back 
down from its support of the Heng 
Samrin regime in Phnom Penh or con- 
cede a political role to any elements of 
the tripartite coalition" [28 Mar. | 
Kaye did not mention the Vietnam- 
ese occupation of Cambodia, which I 
thought was the main question at 
issue. Since late January, Vietnam has 
in fact been proposing to withdraw its 
troops from Cambodia in return for the 
exiling of Pol Pot and Ieng багу, and 
the disarming of their followers. One 
en argue that Hanoi's victories 
e encouraged it to drop Its previous 
demand that "the threat from China" be 
removed before it agrees to withdraw 
Kaye's view that Indonesian leaders 
"have been trying for a year to wring 
out of Vietnam some hint of flexibility 
on its Cambodia stance" may well be 
correct. But it is worth noting that In- 
donesia's Foreign Minister Mochtar 
Kusumaatmadja stated on 18 March 
1984 that Hanoi's diplomacy had made 
"a significant step forward," and then 
on 19 March 1985 that Hanoi had again 
made "an advance in substance 
Not a bad year’s work for Indonesia 
(and Australian Foreign Minister Bill 
Hayden). Perhaps now it is time to 
make a reciprocal advance and drop 
the Asean demand that Pol Pot's 
Khmer Rouge forces share in power 
and keep their weapons 
Victoria, Au ia BEN KIERNAN 
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REGIONAL 


India gets tough with 
Tamil gun-runners 
Customs officials in Madras 
have seized a container loaded 
with arms and ammunition 
presumed to be bound for 
Tamil separatist guerillas in 
Sri Lanka. The container, 
manifested as waste paper for 
a factory in Andhra Pradesh, 
was transshipped from Singa- 
pore. Intelligence sources in 
Colombo said they had infor- 
mation that Tamil arms pro- 
curers had been shopping for 
weapons їп Britain and 
France and that they had rais- 
ed money through a gold sale 
in Singapore. 

This latest seizure, less than 
a week after Indian coast- 
guards intercepted a speed- 
boat running guns and gren- 
ades to northern Sri Lanka, 
has raised hopes in Colombo 
that India is seriously crack- 
ing down on Sri Lankan Tamil 
separatists based in the south- 
ern Indian state of Tamil Nadu 
— especially since the arms 
build-up seems to presage a 
rebel offensive. — MANIK de SILVA 


Factional war breaks 
out again in MCA 


A little more than two months 
after signing a forced truce, 
the two embattled factions in 
the Malaysian Chinese Asso- 
ciation (MCA) are again taking 
pot-shots at each other. At 
issue again is the membership 
list which could determine the 
party power-structure after 
the now uncertain general as- 
sembly scheduled for 30 May. 
Dissident former MCA vice- 
president Tan Koon Swan 
elaims that acting president 
Datuk Neo Yee Pan breached 
the agreement by issuing a dif- 
ferent membership list from 
that mutually agreed upon. 
Tan's supporters are threaten- 
ing renewed court action. Neo 
has urged Tan to solve the dif- 
ferences in private. 
— SUHAINI AZNAM 


Hawke gives immunity to 
phone-tapping police 

The Australian Government 
has agreed to give indemnity 


to certain New South Wales 
state police officers who carri- 


ed out illegal telephone moni- 


toring from 1976 to early 1984 
and who are now giving evi- 
dence to a federal inquiry into 
organised crime 

Prime Minister Bob Hawke 
and cabinet colleagues were 
reluctant to grant immunity, 
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partly because the tapes are 
believed to contain embarrass- 
ing details of political wheel- 
ing and dealing in the state 
branch of the Australian 
Labor Party, a stronghold of 
Hawke's rightwing faction. 
But after the head of its own 
Crimes Commission recom- 
mended indemnity for 31 
police officers to help nail 
down. evidence against major 
crime figures, the cabinet 
switched its position. 
Extracts from 524 pages of 
transcripts of taped telephone 
conversations — referring to 
various crimes including drug 
deals and horse-race fixing — 
were published by the Mel- 


bourne newspaper The Age in | 
so-called |g 


February. These 
m e Tapes" have also led to a 
gh-court judge, 


course of justice. 


More than a year after the clo- 
sure. of the Soviet Cultural 
Centre in Dhaka in January 
1984, following the expulsion 
of nine Soviet diplomats and 
five other Soviet officials, in- 
cluding the director of the 
centre, on charges of “undip- 
lomatic activities,” the centre 
has. been allowed to open 
again by the Bangladesh Gov- 
ernment, — S. KAMALUDDIN 


Chun set for rocky 

talks with Reagan 

South Korean President Chun 
Doo Hwan will pay an official 
visit.to Washington for three 
days starting on 25 April, 
according to government 
spokesnian Lee Won Hong. It 
will be his third meeting with 
United © States President 
Ronald Reagan since. Feb- 
ruary 1981, when he became 
the first foreign head of state 
to call on Reagan. 

Howeyer, the talks are not 
likely {6 be smooth, with rela- 
tions complicated by {ће US 
demand for South Korea to 
open up its markets to Ameri- 
can gdods such as cigarettes 
and computers. Seoul, in turn, 
insists on. „а. . watertight 
guarantee against the US in- 
advertently shipping high- 
technology material or 
weapons to North Korea. This 
issue surfaced recently when 
it was revealed that at least 87 
Hughes’ helicopters had. beén 
smuggled into North Korea 
via third countries. 

— SHIM JAE HOON 


Justice |3 
ond Murphy, being charged | 
with attempting to pervert the | 
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Tan, others sent for 
trial in Carrian case 


A Hongkong  magistrate's 
court has огӣёгеа George Tan 
(who once headed the’ now- 
bankrupt Carrian group) and 
four others — another former 
Carrian executive and three 
professional advisers — to 
stand. trial on fraud-related 
charges. The order comes after 
a six-month committal hear- 
ing. No trial date was fixed. 
The five defendants, who were 
charged in May 1984 with cón- 
spiracy to defraud sharehold- 





ers and creditors of Carrian 
Investments with specific re- 
gard to a 1980 property trans- 
action and. the-.group's..1981 


profits, are aab 
Carriàn, as a 


property-trading group in the 
late 1970s, diversified rapidly 
into businesse$ ranging from 
insurance to shipping, with 
fancifully named subsidiaries 
throughout Asia. The group 
collapsed in 1983 with debts 
estimated to be in,excess of 
US$1 billiomicunder Hong- 
kong law, publication of evi- 
dence presented, during the 
committal-bearings is barred. 
The | Hongkong Government, 
meanwhile;has appointed two 
inspectors to look into the af- 
fairs of Perak Pioneer, which 
is thought р, A linked to the 
Carrian — UZ CARVER 


Thailand ind scraps Asean 


af nearly a decade of delib- 
erations and studies, a rock 
salt-soda ash project — Thai- 
land’s designated Asean in- 
dustrial), project — has „been 
scrapped. -With current, low 
prices of soda ash in mind, the 
Thai; Council of ‘Economic 
Ministers decided on 1 April 
the scheme wis nbt viable. 
The decision will be con- 
veyed to the other fpur Asean 
partners (Brunei ' was' mot. a 
member when the’projeét was 
proposed). Apart from Thai- 








land's 60% stake, Malaysia, 
Indonesia and the Philippines 
each had 13% shares in the 
holding company while 
Singapore had a nominal 1%. 
є PAISAL SRICHARATCHANYA 


Chrysler seeks new 
South Korean venture 
Having failed to obtain gov-! 
ernment approval ofja joint! 
venture proposed last year to. 
produce cars with the Sam- 
sung Group of South Korea, 
Chrysler Corp. of thé United 
States 1s now close tó agree- 
ment with Samsung on a joint 
venture to make car parts. But! 
according to one government 
official, approval would only 
be given if production was 
exclusively for export. Pro- 
duction of certain car parts is 
restricted to small апа 
medium-sized firms. . 
—PAUL ENSOR: 


Indonesia reforms its 
ports, customs system 


A presidential decrée involv- 
ing a set of sweeping reforms 
of Indonesia's corruption-rid- 
den customs system has been 
unveiled for supposedly im- 
mediate implementation by 
Coordinating Minister for 
Economic, Industrial and Fi- 
nancial Affairs Ali Wardhana. 
At the same time, he opened to 
foreign freighters all : $- 
donesia's international ports 
(previously the preserve ‚оѓ 
state-backed shipping mono- 
polies) and rationalised 
harbour handling and anchor- 
age fees. In addition, most 
shipments (both import and 
export) will no longer be sub- 
ject to Indonesian customs in- 
spection. j= LINCOLN KAYE 


сосы‏ مو 


| Chinas newly! published 
penalties for violations of 
foreign-exchange controls 


contain a clause encouraging 
minor offenders tò confess and 
provide evidenté against 
others in return for more le- 
nient treatment, The rules list 
three main offences: unlawful 
acquisition of foreign 'ex- 
change, evasion of exchange 
controls (including false in- 
voicing of exports) and 'dis- 
ruption of financial stability," 

which includes ; accepting 
loans from foreign banks or 
dealing in foreign: currency at 
rates above the state's levels. 
Despite threats? of sévere 
penalties, most:of the punish- 
ments listed її {һе act are 
mild, such as'¢dhfiscation and 
fines. — MARY LEE 
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THANKS, BUT NO TANKS? 
Senior Asean officials, scheduled 
to meet in Kuala L 
April, were expe 
the impact of W&shin 











aid programme to the two non- 
communist factions of the 
Cambodian resistance coalition. 
The group was pleasantly 
surprised when the 0585 million 
. aid package was first proposed 
. by United States Congressman 
;, Stephen Solarz’ House of 
, Representatives Subcommittee 
' on Asian and Pacific Affairs, 
сапа was subsequently approved 
° by the full House Foreign 
` Affairs Committee, But the 
., more hardline; n countries, 


















singapore, are hoping to 
the US into giving consi 
more aid. 












entral bank’s US$400 millio 
;uroloan syndication will be. . 
warded to a four-bank lead- 

; ianagement grou б comprising ` 
. Citicorp, ees чагапіу, 


- THE WEEK 
| "AFGHANISTAN 


., Drunken Soviet soldiers killed 17 civi- 
lians when they looted houses in Kabul, a 
| ‘Western diplomat in New Delhi said (9 
Apr.). 


'CAMBODIA 

















Khmer Rouge guerillas claimed to have |: 


killed 15 Soviet advisers in southern Cam- 
bodia (5 Apr.). Vietnamese forces retook 
the Cambodian guerilla stronghold of 
Nong Chàh in a battle near the Thai-Cam- 
bodia border, Thai military officers said (7 
Apr.). 


«p Veteran diplomat Ke Zaishuo was.cho- 
sen to head a new department withing the 


Foreign Ministry to deal with Hongkong |" 


and Macau matters (3 Apr.). A Soviet dele- 

gation of the Union of Societies’ for 

' Friendship and Cultural Relations with 

Foreign Countries arrived for a tour, 

ш, reported (5 Apr.). China and Italy. 

ed an àccord to boost Italian armis 

es to the Chinese and provide training 

ii advanced weapons systems (7 Apr.) | 

About 70% ‘of key officials over the age of 

60 would bereplaced before June, General 
Secretary Hu Yaobang said (9 Apr.).. 
















Britain's’ Queen Elizabeth gave royal 
assent to the,Hongkong Bill underwriting 
> the Sino-British agreement on the.terri 








'thony Lo were committed to th 


| PAKISTAN ET | 
The first round of new. stalks between. 
‘India and Pakistan heldi in Islamabad:on | 


Chemical Bank and the Bank of 
Tokyo, each underwriting a 25% 
share. The eight-year multi- 
currency credit offers several 
funding options, including short- 
term note issues as well as the 
more conventional revolving 
bank loans. Pricing, though still 
under negotiation, will be finer 
than in previous Indonesian 
issues, reflecting the 
improvement i in the country’s 
current-account and reserves 
position since its last major 
borrowing nearly a year ago. The 
note-issuing facility, a first for 
Indonesia, is meant to tap the 
Middle East as well as more 


; traditional markets. 







The di анс strain between 


. Seoul and Taipei over the Chinese 


torpedo-boat affair (REVIEW, 4 
Apr.) is beginning to show. 
Reliablesources in the South 
Koreàn capital say that retired 
admiral Kim Chong Kon, the ` 
current South Korean 
ambassador in Taiwan, will 
shortly be replaced, following . 


| ише ру Taiwan customs 


tory's ure (4 Apr. J. Former Carrian boss 
Richard Wallis, Anthony Begg. 


Court for trial on charges of conspita 
defraud (9 Apr). | 


INDIA I 


, Two Indian ministers arrived in Punjab 


| to investigate a fresh spate of extremist 


violence; Indian owners of the Union Car- 
bide plànt.in Bhopal confirmed two new 
incidents at the plant. (3 Apr.) A/policeof- 
ficer was shot. dead by gunmen in Punjab, 
the Press Trust of India: said 8 Арт) 
















| Prin me ‘Minister Margaret 
а: р а row with Malaysia 
over аігѕе dur ng her visit by agrees, 
ing to allow Malaysia's flag carrier Ma- 


laysian Airline System to increase бань 
to London (5 Apr.). verge 


PACIFIC 

A schoolteacher was ‘killed and three 
other people injured in New Caledonia in 
an attack by separatist Kanak youths on 
véhicles driven by white settlers i Apr. ). 





im 


George Tan and associates Bentley. Ho, 





officials of an undisclosed 
amount of gold bars, allegedly 
found in the luggage of a 
Korean Embassy staff memo 
returning from a trip to 
Hongkong. Foreign Ministry 
sources said, contrary to report 
in Taipei, the South Korean 
suspected of bringing in the gol 
bars was not a diplomat but o 
of Kim's private retainers. 


A CAPTIVE MARKET 

Japan's Ministry of Internationa 
Trade and Industry is likely 

to discriminate st rongly i in favour 
of “captive exports” (cars 
shipped for sale under the labels 
of United States makers) when 
implementing its promise to limit 
Japanese car exports to the US to 
2.3 million units in the year 
starting 1 April. This figure 
represents a 24% increase ove 
the 1984-85 figure of 1.85 mill 
| units, but companies such as 
Suzuki and Isuzu, which 
manufacture cars to be sold as 
part of the General Motors tange 
in the US market, are likely to be. 
allowed to increase shipments b ys 
at least 50%. : 



















contention still to be resolved 
Ghulam Mustafa Jatol, i 
ti 

















British Prime Minister 
Thatcher arrived'in Singapore on a 
elal visit (8 Apr.). 



















Twenty-nine legistators-eleet 
moderate opposition Dem 
Party. defected to. the New 
cratic Party (3.4p 
ter Laurent Fabius arr 

, visit (7 Арт.) 


"alarge shipment ofarm 
seized in Madras was 
separatist gueriliz 
according tow senior Defe 
ficial (5 Apr). 
























American writer Henry Liu i 
(8 Apr.) 


VIETNAM 
5 Vietnamese.authori 
motor yacht with 14 
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Premier Zhao reports progress on reforms but hears a warning . . . 


Heed: speed and greed 


By Mary Lee in Peking 


hina's National People's Con- 
gress (NPC) is a platform on 


which the government outlines | 


its plans for the economy, discusses 
major legislation and reviews its past 
year's performance. Since 1978, when 
economic modernisation replaced the 
Maoist principle of “class struggle," 
NPC plenary sessions have yielded 
surprisingly frank appraisals of dif- 
ficulties and failures. But they have 
not been platforms for public debate. 
Opinions dissenting from those ex- 
pressed by top officials such as Pre- 
mier Zhao Ziyang are not aired. 

This year, however, things went dif- 
ferently, to the surprise of some West- 
ern analysts. The format remained the 
same: on the first day (27 March) Zhao 
delivered his 90-minute-long report on 
the economy which described the 
country as going firmly down the al- 
beit bumpy road of economic reform. 
Everyone had more to ,eat and wear, 
Zhao asserted, though the “unhealthy 
tendencies" of personal greed which 
had arisen as a result of new liberal 
economic policies, if unchecked, could 
become a serious threat to the im- 
plementation of reforms. 

The following day, State Planning 
Minister Song Ping and Finance 
Minister Wang Binggian described 
how the central government would go 
about reforming the economic struc- 
ture in the reforms. Actual growth of 
the economy had exceeded all plans, 
and the rapidity of the increase, put at 
14.2%, was itself creating strains on 
transport systems and energy supplies. 
Therefore, a slower and more balanced 
inerease. was called for: a target of 7% 
in industrial and agricultural output. 

In the days following, deputies — 
representatives from all over China — 
discussed the lines laid down by Zhao 
and his ministers on, plans, problems 
and ways of proceeding... 

Western diplomats are hesitant to 
interpret these deputies’. comments, 
carried on the inside pages of the offi- 
cial People’s Daily. Rather than an at- 
tempt at “open government” the criti- 
cisms may be a government ploy. 
Some suggest that the difficulties of 
the central government in dealing with 
stumbling blocks to its reform plans — 
whether nepotism or bureaucratic in- 
ertia — are.so great that the newspaper 
reparts and the public comment they 
will undoubtedly generate may be a 
tool being used to try to overcome 
them. 
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The most difficult. aspects of.the 
nationwide economic reform — long 
overdue changes to the wage and price 
structure — drew almost no comment 
from deputies. The reasons for this 
may be lack of knowledge on the sub- 
ject or because they dare not comment. 
Generally speaking, leaders from Zhao 
downwards have been fairly open 
about their lack of experience in deal- 
ing with reforms. As Vice-Premier Yao 
Yilin put it: “We did not know in ad- 
vance that the unhealthy tendency 
could become so serious.” 

The most outspoken of the remarks 
from the floor of the NPC were on “un- 
healthy tendencies” and how these 
| should be checked. Deputy Wu Renbao 
from Jiangsu province said correcting 
unhealthy trends should start from all 
departments of the central govern- 
ment, implying that the problem was 
as great at the centre as it was at the 
provincial level, and that provinces 
were merely following the example of 
the leading departments. So far, the 
provinces have borne the brunt of 
criticism because leaders and party 
newspapers claim that it is local offi- 
cials who are wilfully undermining the 
reforms either by refusing to follow 
policies or by introducing their own to 
| counter those emanating from Peking. 





By Emily Lau in Hongkong . · 


kong Special Administrative: 


expert 


ten on. 


ed icnoT! 








THE BASIC QUESTION 


ne of the key issues whieh was 
omitted in the Sino-British joint 
declaration on the future of Hong- | 
kong is the right to interpret the basic 
law, the constitution of the Hong- 
ion | British arrest has not grasped 
(SAR) which will come into being in- 
1997. The controversial subject has 
now come to a head with а top Poking what they want. | 
Chinese official saying Peking should 
have this right. But a visiting British | means by the right to interpret the 
in political Science has | 
warned that if that is so, the basic law |. 
will not be worth the paper it is writ- 





The chairman of the standing com- 
mittee of the National People's Con- 
gress (NPC), Peng Zhen, told Hong- : 
kong reporters in Peking covering the- 
recent session of the NPC that the 
right to interpret the basic law should. 

rest with the NPC standing commit- , 
tee. A Hongkong Government source 





The so-called "self criticism" prac- 
tised by Wang and People's Bank of 
China president Chen Muhua — who 
assumed the post just before the NPC 
met — about their departments' poor 
management and controls over expen- 
diture (largely by extending easy loans 
to units) appears not to have satisfied 
deputies such as Wu. Recent news- 
paper commentaries suggest that 
many enterprises were only following 





























said the right to interpret the basic 
law was deliberately “fudged” dur- 
ing the Sino-British negotiations “to 
avoid getting the wrong answer from 
China," and it is not true to say the 


its significance. The source said it is 
up to the people of Нерви to tell 


There is confusion over ibat China 


‘basic law, since the joint declaration 
stipulates the Hongkong SAR courts 
will be vested with "the power of 
final adjudication,” implying that 
they have the final say on matters 
arising from all Hongkong laws, in- 
cluding the basic law. Questions over 


ће interpretation of the basic law 


will only arise in court; By claiming 


uthe right to int ret Hen basic law, 
‘analysts wonder is trying to 
take Leid the: pier etr l adjudi- 
































ference, who is described as vice-presi- 
dent of an air force aviation school, 
said: “Too much leniency has been 
given to some party members who were 
involved in economic crimes and were 


7 the examples of party and government 
offices in paying undeservedly high 
bonuses. However, no one has yet re- 
peated the People's Daily's earlier call 
for regulations governing wage in- 
creases and bonus payments. 

Fu Chuming fronf Peking said a seri- 
ous problem was that some children of 
leaders (unnamed, of course) were in- 
volved in unhealthy practices, and 
called for severe penalties for this 
group. Everyone should be equal be- 
fore the law, he said, and imposing 
fines and deducting bonuses alone 
would not solve the problem. He thus 
implied that some children of leaders 
had escaped. punishment even though 
they had indulged in *evil practices." 
Li Dawei, a delegate to the Chinese 
People's Political Consultative Con- 


ing within the organisation." 

any deputies also criticised the 
M lack of clear policies from the 

central government on dealing 
with "unhealthy tendencies." Cheng 
Jialian from Jiangsu said Zhao's report 
underestimated the gravity of prob- 
lems uncovered in the last quarter of 
1984 and effective means of dealing 
with "unhealthy tendencies" had still 
not been found. The voice, from the 
grassroots, analysts said, were crying 
out for real weapons to deal with the 

















given only light punishment asa warn- i 


| ated in that the real grassroot: 
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problem of corruption and see 
be saying that the ideological 
tions for "tighter socialist di 
and *to serve the people" al 
inadequate. The lower-level | 
tion with party slogans came acr 
very loud. 

Wen Mingxian from QGuihe 
that both Zhao and Song's re 
thestate of the economy were 
























tion is far from rosy. Comments 
Wen's were supported publicly 
who told Hongkong reporters 
of our peasants have sufficient 
and clothing now. This problem has 
been solved for maybe 90% of our 80 d 
million peasants . . . 


about 60 milli 
still have difficulties and i la k 















{ег taxes, and to bb еа. carry out 
production.” 

Other comments concerned 
pilation of official statisti 
lack of concrete plans on socia 
lopment and the improvernent 
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domestic product was not scienti 
Wang Daxin from Jilin said that thein- 
dustrial and agricultural output value 
did not detail the role played by each 
sector, while tertiary industries were 
excluded altogether. Wu Zhonghua, a 
scientist from Jiangsu, said the indise 
trial and agricultural output value 
contained duplication. He 
that price indices of means of p 
tion and subsistence should be p 
lished separately. 































Poer ы 


TAIWAN 


Guilty as charged 


—— Y CES — 33. 3 C = 
VU تي‎ ть WENT «у ктү , fs 2 
mt. * 2 ò , À a! BU ah bs Ёл 


* f 


Two gang leaders are given life sentences 
for the murder of American writer Henry Liu 


By Carl Goldstein in Taipei 


ang leaders Chen Chi-li and Wu 
Tun were convicted of murder in 
Taipei on 9 April in the killing last Oc- 
tober of Henry Liu, a Chinese-Ameri- 
can writer, in Daly City, California. 
Chen and Wu were sentenced to life 
imprisonment. No verdict was an- 
nounced for a third defendant in the 
case, Tung Kuei-sen, who is still at 
large but was tried in absentia. Chen 
and Wu were also found guilty of mem- 
bership in a criminal organisation, the 
Bamboo Union gang, and sentenced 
for that offence to three and two years, 
respectively, to be served concurrently 
with their life sentences. Chen was also 
convicted of possessing a firearm. 


Meanwhile, former Taiwan military 
intelligence chief Wong  Hsi-ling, 
whom Chen and Wu said ordered Liu's 
killing, went on trial in a suburban 
Taipei military court on 4 April for the 
murder. Two of Wong's top aides, Hu 
Yi-min and Chen Hu-men, are also be- 
ing tried as accessories to murder. 

Appearing in open court for the first 
time, Wong admitted to agreeing with 
Chen Chi-li that the gang leader 
should *teach a lesson" to Liu, who 
had written a number of works critical 
of Taiwan President Chiang Ching- 
kuo and the ruling Kuomintang 
(KMT). But he denied having ordered 
Chen Chi-li to kill Liu. 
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gence personnel were in- 


caused serious damage to the country’s 
international standing and has 
threatened to harm Taiwan's close, but 
unofficial, relationship with the Unit- 
ed States. To emphasise US concern 
that the trials be conducted openly and 
fairly, representatjves from the quasi- 
diplomatie American Institute in 
Taiwan, the FBI and Daly City police 
have observed all court sessions so far. 

The Taiwan Government has dem- 
onstrated its sensitivity that the judi- 
cial process be viewed as a fair one in 
other ways as well. Besides admitting 
foreign correspondents to bofh mili- 
tary and civilian court proceedings, 
the authorities have also allowed op- 
position legislators and prominent 
academic and legal experts to observe 
the trials. 


I: his testimony before the military 
court on 4 April, Wong said he had 
only passively agreed with Chen Chi- 
li's plan to teach Liu a lesson. He said 





Ganging Up 
on Gandhi 


Jayewardene visits Islamabad 
to strengthen his hand 
against New Delhi 


By Mervyn de Silva in Colombo 


everal thousand Afghan refugees at 

Jeslai camp near Peshawar cheered 
the Sri Lankan president's parting 
words lustily. “We fervently hope that 
you will all go back soon to a free and 
independent motherland: Free’ Af- 
ghanistan Zindabad,” said’ Junius 
Jayewardene, whose oratorical style 
usually excludes the rousing ‘slogan 


‘and™ the theatrical. gestures. While 


somé members of his entourage were 
taken aback; his host Pakistan Presi- 
dent ‘Zra-ul-Haq, broke ‘into ‘ай ap- 
preciative'stnile.’ чы 
Srt Lanka's anti-Soviet, pro-Pakis- 
tan stand on Afghanistan’ f4 nothing 





port at Trincomalee to US vessels. 

Jayewardene's first state visit to 
Pakistan took place in the dramati- 
cally changed context-of tense Indo— 
Sri Lankan relations, which gave a 
special meaning to the warmth of 
Jayewardene's reception in Islamabad 
and the officially proclaimed meeting 
of minds between the two leaders on 
domestic and regional іѕѕйеѕі w 

Both Zia'and Jayewardene used 
Chinese “codewords”. such'“as “re- 
gional hegemonism" and *hegemonis- 
tie ambitions" to criticise India indi- 


new. Srt Lanka was the firstaid most |"rectly; Zia’also agreed with Jayewar- 


outspoken non-aligned "elder" to con- 


‘demn the Soviet intervention; à move 


which visibly angered then' Indian 
prime minister Indira Gandhi) already 
irritated and worried about the steady 
pro-American drift in the policy of Sri 
Lanka's rightwing” United "National 
Party which assumed office in 1977. 
Colombo's defiant-stànd. on 'Af- 
ghanistan caused’ even greater’ dis- 
quiet in New Delhi than’the return 
to Sri Lanka of the United States 
Peace Corps and the Asia Fotmda- 
tion or the opening of the strategic 
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denê thatthe Indian Ocean’Peace Zone 
concept (originally a Sri Lankan idea 
anathema to the US) was “idealistic” 
which if implemented would make the 
‘Indian Ocean “an Indian lake." 
Despite Sri Lanka's :prónouficed 
pro-American tilt; the US did not come 
to its aid when the chips were down 
during the riots in mid-1983. The US, 
like India, urged negotiated solution 
with the Tàmils, réjeeting the military 
‘option. ! 
“Some of India's pro-West neigh- 
bours fear that the US sees an inviting 


"target of opportunity" in the Rajiv 
Gandhi government, since India is now 
ata critical stage of economic develop- 
ment which requires high technology 
imports from the West. The Indo-US 
agreement on high-tech cooperation 
and Gandhi's first budget are seen as 
signs of possible directional changes 
for greater Indo-US cooperation. 

However, the US Ambassador ' in 
New Delhi Harry Barnes does not rate 
highly the chances of any "dramatic" 
change in Indo-US relations. “The 
Indo-Soviet cooperation,” he told the 
REVIEW, “is too well established to be 
easily disturbed.” Most Indian 
analysts, however, anticipate a deter- 
mined US effort to court India. 


A: with the budget, Gandhi Has 
concentrated on dealing with do- 
mestic trouble-spots as well as defusing 
tensions with India’s neighbours. The 
two objectives are no longer separate in 
the minds of some Indian policy plan- 
ners. Former foreign secretary Jagath 
Mehta told a group of'South Asian 
scholars recently: “We now recognise 
that India's multi-ethnic cómposition, 


18 APRIL 1985 e FAR EASTERN ECONOMIC REVIEW 


his main intention was to turn Chen 
and his confederates in the. Bamboo 
Union from their criminal ways and to 
persuade them to serve their пайопфу 
э gathering intelligence on the: Chinbse 
communists in the US. Both Wong and 
Chen Chi-li had agreed that Liu had 


history and geopolitics give an extra 
| internal dimension to our relations 
¦ with neighbours." Pakistan means also 


| Punjab and Kashmir, he explained... 
Nadu,» 
Bangladesh means West Bengal and * 


Sri Lanka involves Tamil 


‘Assam and Nepal concerns Bihar. 


Jayewardene left for Pakistan a few | 
days after а three-day visit to Colom: bo. 


by Indian Foreign Secretary Romes 


"Bhandari, who has now completed 8 


h ‘South Asian itinerary. Bhandari sp 


ito government leaders, oppositionist , 


а the Buddhist clergy. 


* There was a marked lull in Tamil | n 


Suerilla operations in the North just. 
before and after Bhandari's visit. India 
has strengthened air and naval surveil- 
lance of the Palk Straits and the Mad- 
ras police have seized arms bound for 
the Tamil] separatists. Anti-Indian sen- 
timent in Sri Lanka is now a little less 
strident. But Bhandari was more fact- 
finder than negotiator, and in any case, 
Colombo has not altered its position 
that terrorism must cease before talks 
with Tamil leaders can resume.. 

Some questions raised by Bhandari 
(VOA, Trincomalee and Israel) suggest 
that foreign policy interests weigh as 
much with New Delhi as pressure from 
Tamil politicians in Tamil Nadu. But 
Colombo,has a new worry. Gandhi's 
party was badly bruised at the state 
elections in the South, which could in- 
crease Tamil politicians' leverage over 
the central government. 

New Delhi wants to deal with cadit 
its neighbours separately. Jayewar- 
dene oni;jthe, other hand seeks, td 
strengthen. ‘his negotiating position, by 
getting closer to other neighbouns i inian 
attempt af collective bargaining, in he 
South Asian Regional Cooperation 
forum, scheduled to hold its first. sum- 


mit meeting.in.November in Dhaka; f |. 
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"betrayed" his country in his writings, 
Wong said. 

Judge Liu Lung-fei, the only 
member of the five-judge panel pre- 
sent on the first day: of the military 
hearings, set up a dramatic confronta- 
tion between Wong and Chen Chi-li. 
With the judge reminding them several 
times to address their questions to one 
another through the judge, the two 
men flatly contradicted each other at 
key points. Chen.claimed the intelli- 
gence chief told him: "If Liu isn't kill- 
ed, the problem will become very seri- 
ous," but Wong hotly denied this. So 
far, the only evidence offered to sup- 
port either man's version is Wong's co- 
defendants' testimony that they did 
nothear Wong make such a statement. 

Wong said he could not possibly 
have wanted Henry Liu killed because 
the writer had been providing valuable 
intelligence information on the 
Chinese communists to the. bureau 
since April 1984. Furthermore, Wong 
said, he would never use an “untested, 
poorly trained" gang member to carry 
out a killing. Wong said that when the 




































By Husain Haqqani in Islamabad 
pon Foreign Ministry offi- 
cials insist that Sri Lanka has 
neither requested nor received mili- 
x tactical assistance in its 
ing , war against Tamil 
Speculation that Is- 
u Fpligd a large quantity of 
s in 1983 was 
Junius  Jayewardene's 
state visit to Pakistan, 
hich he held talks with 
„Рак! Zia-ul Haq and 
Prime Minister Muhammad Khan 


Junejo. : 

'isAlthough he visited several cities 
and. historic sites, Jayewardene's 
schedule | conspicuously omitted a 
trip to. the Pakistan ordnance fac- 
tories at Wah, a regular feature of 
most state visits. “Pakistan and Sri 
Lanka are.quite close in attitudes to- 
wards the superpowers and India but 
it would be risky for Pakistan to eyen 
show, an. interest in the military di- 
mensions. of „the: Tamil problem,” 
by coe one official. 

Sri Lankan visitors and their 


guage in, publie statements over те- 
 gional issues with the exception of 
Afghanistan, ^ which provoked 
strongly anti-Soviet rhetoric, 

The two countries have tradition- 
ally friendly relations and Pakistan is 
one of the largest importers of Sri 
Lankan tea. In regional forums, nota- 
bly South Asian, Regional, Coopera- 


| tion (SARC), they try, as one Pakis- 


tani expert, put it, “to reduce the 
overpowering pressures of India." In 
recent years, Sri Lanka has been try- 





FRIENDSHIP RENEWED 


«that his country had no choice but to 


Liceo icon equiti gps e jt 


KMT was still on the mainland and in "7H 


the early days in Taiwan, they carried 
out political killings — but only ac- 
cording to carefully drawn plans. “For 
the last f0 or 20 years,” however, using 
violence has been against government 
policy, Wong said. The next hearing for 
the intelligence officials is scheduled 
for 12 April 

The civilian court's verdict on Chen 
Chi-li and Wu will be automatically 
appealed, as the law stipulates. Many 
observers here will be watching to see 
if the lawyers appointed by Henry 
Liu's widow, Helen, will be allowed to 
take part in the proceedings. Judge 
Cheng Chun-chia, who presided over 
the civilian court proceedings, had re- 


fused on 2 April to allow Jerome 
Cohen, an American authority on 
Chinese law, and two lawyers from 
Taiwan all representing Mrs Liu, to 
participate on the ground that they 
had not followed proper procedures in 
registering their supplementary civil 
suit against Chen and Wu for damages 
— which the lawyers hoped would give 
them a voice in the proceedings п 


‘ing to forge close links with Pakistan 
and Bangladesh for joint positions 
over regional issues. Jayewardene is 
expected: to visit Bangladesh soon 
after the Pakistan trip. 
In. addition to the official level 
talks, Jayewardene also had the task 
of explaining the Israeli presence in 
Sri Lanka to the Pakistani public. 
While officials avoid reference to Sri 
Lankan-Israeli anti-terrorist coope- 
ration, the Pakistani press has widely 
criticised “Colombo’s acceptance of a 
Zionist presence in South Asia," Be- 
fore. Jayewardene's arrival, there 
were also suggestions that Pakistan 
should “actively assist Sri Lanka, if 
necessary" instead of "leaving it to 
fend for itself or seek Israeli assist- 
ance." 

The visiting president maintained 


















combat terrorism in every way possi- 
ble, playing down the Israeli connee- 
tion and pointing towards the close 
ties between Sri Lankan Muslims and 
the Sinhalese, 

‚Privately, the two governments are 
believed to have discussed specific 
proposals for joint moves in SARC as 
well as other means of countering In- 
dian domination. Within two days of 
Jayewardene’s departure, Indian 
Foreign Secretary Romesh Bhandari 
arrived in Pakistan to renew discus- 
sions over a formal accord on bilat- 
eral relations. Observers believe 
Bhandari's scheduled visit was one 
reason why Pakistan played down 
the Indian factor in relations with Sri 
Lanka. 
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Visiting French premier vows to consult Seoul before 
normalising diplomatic relations with Pyongyang 


By Shim Jae Hoon in Seoul 


uring his visit to Seoul, French 
Prime Minister Laurent Fabius fo- 
cused his political talks with President 
Chun Doo Hwan and Prime Minister 
Lho Shin Yong almost entirely on the 
question of how fast France should 


- move on opening diplomatic relations 


with Pyongyang. 

"We hope to have relations with all 
Korean people [of North and South] 
but only on conditions that are accept- 
able to the whole of the Korean peo- 
ple," Fabius, whose visit here lasted 
three days, assured Lho. A French offi- 
cial interpreted Fabius' words to mean 
that France would not normalise rela- 
tions with Pyongyang without Seoul's 
consent. 

The prime minister's concession to 
Seoul was extended in hopes of healing 
the breach which opened last De- 


= cember after Paris changed the desig- 


nation of the North Korean represen- 
tation in Paris from trade mission to 
"general delegation." Seoul inter- 
preted the move as upgrading Pyong- 
yang's status and retaliated by sus- 
pending negotiations with Paris over a 
number of lucrative commercial con- 
tracts. South Korean officials read the 
move in light of French President 
Francois Mitterrand's electoral pledge 
to normalise relations with North 
Korea. 

Both Chun and Lho appeared satis- 
fied with Fabius' assurance. Chun said 
the military and diplomatic balance on 
the Korean peninsula still remained 
delicate, implying that any step by the 
French towards Pyongyang could 
prove destabilising. By inviting Chun 
to visit Paris — probably next year to 
celebrate the centennial of their dip- 
lomatic relations — Fabius was seen by 
South Korean officials to be accepting 
Chun's views. By all indications Chun 
hopes to take up that invitation. 

With the diplomatic issue out of the 
way, the two sides held a round of in- 
tensive negotiations over trade and 
other economic matters which con- 
cerned the French: Fabius, together 


with External Trade Minister Edith, 


Cresson and Technology Minister 
Hubert Curien, met South Korean offi- 
cials including Deputy Prime Minister 


· Shin Byong Hyun and Kim Kihwan, 
+ secretary-general of the International 


Economic Policy Council The two 
sides discussed a broad range of heavy 
industrial projects in the energy and 
transportation sectors. 

Faced with a sluggish economy, 
Paris is strongly pushing to win con- 
tracts for two more nuclear power 
plants here, the 11th and 12th units. 
Bidding on these units will start in 


16 


November, and Framatome, which has 
already supplied two units at Ulchin, is 
determined to get them, in order to 
place France next to the United States 
in the area of nuclear-power resources. 

Other than saying France will not 
face discrimination in the bidding for 
these projects, South Korean officials 
made no concrete commitment. But 
depending on Chun's trip to Paris next 
year and how France handles its non- 
relations with Pyongyang, French offi- 
cials appeared optimistic of winning 
them. 

The prospects for a broader econo- 
mic collaboration in future appeared 
much more bullish. Although mer- 
chandise trade between the two coun- 


Fabius and Lho: acceptable conditions to all Koreans. 





tries is not large — last year two-way 
trade was about US$635 million — it 
was far greater than the US$49 million 
trade volume between France and 
North Korea. 


Pers has great ambitions in the 


South Korean market, including 
sales of a rapid train between Seoul 
and Taejon, a telecommunication 
satellite system and a long-distance oil 
pipeline between Seoul and Yosu and 
Ulsan and Taejon: Five French com- 
mercial banks here want to follow the 
example set by American banks and 
establish branch offices in the major 
southern city of Pusan. 

These projects altogether run to sev- 
eral billion US dollars, and French of- 


'ficials said that the US$180 million 


Airbus purchase by Korean Air had 


d oN ee 





tion sectors. 


was signed БУС болоп and South Ко- 
nister of Trade and Industry 
Rum Chin Ho. On technology ex- 
change, Curien invited his South Ko- 
rean counterpart, Science and Tech- 
nology Minister Kim Sung Jin, to visit 
France this year to discuss cooperation 
in the fields of* energy, computer 
science, and telecommunications. 

France increased South Korea's ex- 
port quota on TV sets by 5% and Cres- 
son expressed strong interest in in- 
volving France in other major projects 
such as Seoul's sewage treatment and 
gas-fuel industry. She also said discus- 
sion was under way to provide technol- 
ogy to Pohang Iron and Steel Co. At the 
end of the visit, Fabius appeared bul- 
lish about France's prospects for ex- 
panding its economic presence in 
South Korea. 


» V.G. Kulkarni writes from Singapore: 
During his three-day visit to Singa- 
pore — the first by a 
French head of gov- 
ernment — Fabius is 
known to have in- 
terested his hosts in 
buying the French 
Mirage 2000 fighter. 
The Singapore Air 
Force is mainly 
equipped with US 
fighters, the latest 
purchase being eight 
F16/J79s, the less 
sophisticated version 
of the FI6A, on 
which Singapore has 
its eyes. Recently, 
'Singapore placed an 
order for 20 Puma 
helicopters from 
France and French 
leaders hope to sell 
more aviation equip- 
ment to Singapore. 
Fabius also met 
Prime Minister Lee 
Kuan Yew and dis- 
cussed general secu- 
rity and economic matters, details of 
which were not revealed. 

In public, Fabius and Lee called for 
increased economic, technological and 
cultural contacts. At present France 
accounts for only 2% of Singapore' s 
trade and less than 1% of all foreign in- 
vestment. 

To facilitate easier access for busi- 
nessmen, the two sides agreed to waive 
visa requirements by each other's na- 
tionals for visits of less than three 
months. France also intends to expand 
its facilities for teaching the French 
language in Singapore and sought the 
host government's cooperation. No 


‘specific business deals were signed, 


though the delegation included French 
usinessmen from the banking, elec- 
tronics, gas, chemicals and, construc- 
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If one were merely to list 
the achievements of Franco 


Zeffirelli... Zeffirelli, the set de- 


signer; Zethrelli, the director of 


stage and opera; Zetfirelli, the 
film maker... then just from such 
a list it would be apparent that 
this man has an extraordinary 
energy and talent. 
It is impossible to describe 

that talent; to say why the 
reputation of this man is a legend. 


One must see a Zeffirelli pro- 


duction for oneself. His latest 
film of the opera "La Traviata,” 
lor instance. Only then can one 
understand why, when it was 
shown on television, 88 per cent 
of all Italian people saw his film 


Every Franco Zeffirelli fil 


О ا‎ 


m is scheduled by Rolex. 


"Jesus of Nazareth." Why, des- 


pite predictions that Shakes- 
peare would never do well in the 


cinema, his films "The Taming of 


the Shrew” and “Romeo and 
Juliet” became huge successes. 
And why the audiencesat his 


productions for opera or stage 


often insist on Zefhirelli himself 


taking the final curtain call. 

Itis the vibrancy and depth ol 
human emotion which emanate 
from his work that can literally 
overwhelm the audience. 

Zeffirelli was born and 
brought upin Florence where he 
had a classical education. “In 
Florence, you don't have to go to 
school to learn about art and 





civilisation,” he says, it 1 
around you. I try to bri 
cultural upbringing tom n 

Franco Хе теі taste 
the classics also extends 
watch that he chooses to 
A Rolex € )yster Cl ronomx 
I8ct. gold. 

"I choose this watch because 
it is the watch. Itisabove ta 
It is the standard. In my ‹ 
work I never (ry to be fa O 
able. Nes es; And the same cou 
be said for the watch I have 
chosen to weal P 

For Franco Zethrelli, the Re 


naissance man, the W 


ROLEX 


classic watc h by 
Rolex of Geneva. 
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Like cousins, Indonesia and Malaysia are close family апа... 


Alike but different 


By James Clad in Kuala Lumpur 


he 13,000 islands of the Indo- 
Т: archipelago, Asia’s third 

most populous country, share with 
the adjoining arm of the Ma- 
lay peninsula a common language, 
customs and with some excep- 
tions embrace the same reli- 
gion 


Despite pre- and post-colonial divi- 
sions, this basic unity of “Malay” peo- 
ples still holds: Sumatra’s Acehnese 
and their “pure” Malay cousins on 
both sides of the Malacca Straits can 
listen to and pray with Javanese, Sun- 
danese or yet more distant relations in 
Sumba, Flores and the Moluccas 

But the political embodiment of that 
unity today depends on a “special re- 
lationship” in place for nearly 20 years 
between Malaysia and Indonesia. The 
leadership in both countries believe 
this special tie has guaranteed peace 
and stability in non-communist 
Southeast Asia more than any other 
factor. 

"Traditionally," Malaysian Foreign 
Minister Tunku Ahmad Rithauddeen 
told the REvIEW in March, “relations 
between Malaysia and Indonesia have 
been very special. The reasons are 
obvious: our geographical proximity, 
our vastly similar ethnic identity, our 


gic significance of the two 
tries.' 

"It all eomes down to this," another 
Malaysian minister said. “You can im- 
agine Asean without the Philippines, 
and even without Thailand — though 
of course the region would be very dif- 
ferent. But you cannot imagine Asean 
without Malaysia and Indonesia, and 
you cannot have peace in non-In- 
dochinese Southeast Asia without 
peace between Kuala Lumpur and 
Jakarta." 

The 18-19 March meeting between 
Malaysian Prime Minister Datuk Seri 
Mahathir Mohamad and Indonesian 
President Suharto, the third since 
Mahathir became prime minister in 
1981, reaffirmed this pivotal role and 
paid the customary tribute to the ties 
of race and blood that Malaysia's 
“bumiputras” (denoting Malays and 
other indigenous peoples but exclud- 
ing Indians and Chinese) share with 
most Indonesians. 

Two decades after former Indone- 
sian president Sukarno’s Confronta- 
tion with Malaysia on its formation 
both countries are also taking stock of 
their relationship and of the wider 
“Malay world.” Scholars’ symposia 
work to standardise the Malay lan- 


coun- 


cultural heritage as well as the strate- | guage spoken by both countries, while 
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speaking lands — including the 
pines. Gl. 


The relationship oscillated between | 


insults and violent conflict in the 1950s 
and 1960s to the euphoria of former 
Malaysian prime minister Tun Abdul 
Razak's sentimental “homecoming” to 
his Sulawesi ancestral homelands in 
the early 1970s. 

Some of that ambivalence survives 
today as the two nations still regard 
each other with a mixture of baffle- 
ment and familiarity even though the 
immediate post-colonial suspicions 
have largely evaporated. Strikingly 
different post-colonial experiences 
still cut across their perspectives as 
sharply as boundary lines drawn in the 
colonial era. 

Consider the differences. Indonesia 
prides itself on a unitary, presidential 

overnment of 27 provinces, on its re- 
igious secularism and on its revolu- 


- tionary armed struggle for indepen- 


dence. Political traditions of con- 
sensus and prolonged deliberation 
(*mufakat" and “musyarawat”) rather 
than parliamentary confrontation re- 
ceive encouragement, and a “dual 
function" for its armed forces 
legitimises an enormous military in- 


fluence in both political and commer- 
cial affairs. The state ideology, Pan- 


casila, is deliberately secular to ac- 
commodate the 10% of Indonesians 
who are not Muslim. 

Indonesia's national language unites 
rather than divides; unlike, say, the use 
of Hindi in India, Malay (termed 
“Bahasa Indonesia") has no chauvinist 
connotation in Indonesia because it is 
not the language of the dominant 
Javanese. 

Having experienced religiously fuel- 
led rebellion, Jakarta strives to de- 
politicise Islam. While Muslim, In- 
donesia's majority Javanese also retain 
many mystical, pre-Islamic traits in 
their culture and religion, and “aliran” 
— mystical sects — operate legally so 
long las belief in one God is main- 
tained. 


main very strong — in the course of 

its independence. struggle ‘what 
monarchical vestiges three centuries of 
Dutch rule left in the archipelago be- 
came discredited. Only one sultanate, 
Yogyakarta, still survives albeit in a 
distinctly subordinated role to the na- 
tional authority. 

At almost every juncture, Malaysia 
presentsa stark contrast.to this. A con- 
stitutional monarchy of 13 federated 
states (including nine headed by sul- 
tans), Malaysia observes Western par- 
liamentary norms. much more closely 
than its neighbour. It has a unique “rer 
volving kingship” system-for selecting 
the country's titular head of state for a 
five-year term and.a large religious 
bureaucracy, reinforcing ,royal pre- 
rogatives in determining proper Is- 


l ndonesia’s republican traditions re- 


lamic conduct and:ritual,-Malaysṣia;em-. | 


braces Islam as its official state religion, 
2455 
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JU 
he 1963 creation of a Malaysian 
Federation embracing Singapore, 

Sabah and Sarawak led to a period of 
violent Confrontation with Indonesia 
that still haunts memories two de- 
cades later. 

In August 1983, a commemorative 
ceremony in Kuala Lumpur attended 
by top level Indonesians (including 
armed forces chief Gen. Benny Mur- 
dani and the late Adam Malik, former 
foreign minister and vice-president), 
marked the anniversary of the end of 
Konfrontasi. “If the ties between us 
are severed . . . then the future of 
Southeast Asia will be threatened," 
Malaysian Deputy Prime Minister 
Datuk Musa Hitam said on that occa- 
sion. 

Former Indonesian president 
Sukarno viewed Malaysia as a “neo- 
colonial conspiracy" and an "afront 
to Asia's new emerging forces"; in the 
words of his famous slogan, he sought 
to "Crush Malaysia." 

His hostility to the Malaysia feder- 
ation project, also shared by In- 
donesia’s communist | 
party, became clear in 
mid-1963: he first de- 
manded a plebiscite іп 
“North Kalimantan” 
(North Borneo or the 
then British territories 
of Sabah and Sara- 
wak), and then push- 
ed for a United Na- 
tions opinion survey 
on the issue — which 
Britain and Malaya ac- 
cepted. E 
But when it became | 

























while preserving reli- 
gious freedom in a much 
amended constitution. 

The  éontrasts run 
deeper still In In- 
donesia, the “proper” 
limits of the military 
are . sometimes . blur- 
red, whereas Malaysia's 
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clear that London and Kuala Lumpur 
would proceed whatever the survey 
said — in the event the UN secretary- 
general reported a "sizable majority" 
wished to join Malaya — Sukarno in- 
tensified Confrontation, using the 
kind of tactics that had won him West 
New Guinea (Indonesia's Irian Jaya 
province) from the Dutch one year 
earlier. 

British and Malaysian embassies in 
Jakarta were attacked. Raiding par- 
ties of Indonesian "volunteers" 
crossed the forested border into 


Sarawak and sabotage of some in- 
stallations in Peninsular Malaysia 





was attempted. 
Bombs were exploded in Singapore 
and Sukarno even dropped 


parachute troops into Johor weeks 
before the failed communist-backed 
coup in Jakarta at the end of Sep- 
tember 1965 prepared the ground for 
a settlement a year later. Formal dip- 
lomatic rélations were re-established 
in August 1967, after Sukarno’s fall 
from power. — JAMES CLAD 






















armed forces strictly 
observe the Westminster-bequeath- 
ed separation, of soldier. and 
state. 

The question of religion also lies at 
this deeper level. Independence for 
Malaya (now. Malaysia). mot only 
guaranteed the Malays’ political 
supremacy but also ensured that Islam 
increasingly would become virtually 
synonymous with Malay nationalism. 
By definition a Malay is Muslim — in 
sharp contrast to Indonesia where no 
automatic assumptions about. religion 
have constitutional sanction. 

A major social and political differ- 


ence between the two countries is the 
indigenous people's relationship with 
immigrant communities left behind by 
the years of colonialism — notably the 
Chinese. What is called in Indonesia 
the *masalah Tienghoa" — literally 
the “Chinese problem" — turns on how 
to deal with the economic power of just 
3 million people of Chinese descent in a 
country of 160 million. The govern- 
ment discourages Chinese cultural ex- 
pression, even to the point of forbid- 
ding Chinese writing. 

In Malaysia the ethnic lines are al- 
most infinitely more visible. In Penin- 
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| eat society to ao core. The nae to 


build a functioning national society in 
a land where native Malay speakers 
form, at best, a bare majority has made 
multiracial government essential to 
Malaysia's present and future. 

Malaysia's 15 million people are 
governed at the central level by a coal- 
ition of racially sepaeate political par- 
ties dominated by the United Malays 
National Organisation. On crucial 
points of educational policy and ex- 
panding economic participation, the 
Malays set the pace. The language of 
instruction has become Malay — now 
called “Bahasa Malaysia" — and the 
20-year New Economic Policy begun 
in 1970 aims not only to eradicate 
poverty but also to transfer jobs, 
skills and corporate wealth to Malays 
from the economically dominant 
Chinese. 

As the Kuala Lumpur-Jakarta ra 
prochement enters its 20th year, the 
signs point to new generations of lead- 
ers finally coming to grips with old 
suspicions. By all accounts, the 
Mahathir administration (every bit as 
nationalist as its predecessors) deals 
with Jakarta in a businesslike way, 
certainly not with the antipathy of the 
era of Tunku Abdul Rahman, though 
not, perhaps, with the rapport 
achieved by Abdul Razak — the 
Tunku's successor. 


gives a confused picture today. At 

one level, the strictly bilateral re- 
lationship undoubtedly has matured. 
Strictly one-to-one problems such as 
those concerned with border delinea- 
tion, labour migration, defence coope- 
ration and the free flow of information 
are being resolved one by one through 
patient negotiation, Yet Jakarta and 
Kuala Lumpur also pursue contrasting 
and often competitive economic, so- 
cial, religious and even cultural 
policies. 

No doubt for some time to come a 
few Indonesians will persist in their 
rather patronising attitude to their 
"Malay cousin," stressing differences 
in cultural temperament. These are 
often portrayed as a gap between 
Javanese refinement and rather em- 
barrassingly pious Muslim Malays 
whose attachment to their sultans and 
willingness to strike a deal with immi- 
grant Chinese are a source of some- 
what contrived wonder. 

In return, Málaysians — of whatever 
ethnic background — will not be slow 
to resent this “abang” (“older 
brother”) attitude from Jakarta. The 
underlying trends show both an accel- 
eration of separate nationalisms, both 
political and economic, together with 
broader hints of convergence — in lan- 
guage and popular culture. Which ten- 
dency is strónger is a question that will 
occupy both common citizens and the 
political elités of both countries for 
many years to come. п 
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‘family’ cooperation 


t the bottom of defence cooperation 

between Malaysia and Indonesia 
lies one basic tenet: both want a reli- 
able partner on the other side of 
Asean's longest frontier — and both 
think they now have one. Each sees the 
other's stability as crucial to its own, 
and Jakarta makes no effort to hide its 
need for Malaysia as a "buffer state" 
between itself and Indochina, and an 
even more distant perceived threat 
from China. 

Thus, in stark contrast to former 
president  Sukarno's fulminations 
against “neo-colonialism,” Jakarta 
now quietly supports Malaysia's de- 
fence ties with the West: Australia re- 
cently agreed to keep air force fighters 
in Malaysia “for the foreseeable fu- 
ture,” while Malaysian exercises with 


New Zealand and British forces are 
routine. 

Contact between political and de- 
fence establishments is frequent and 
cordial; contacts at presidential/prime 
ministerial level are frequent and, 
since 1972, the two countries have also 
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alternately hosted meetings of their 
joint General Border Committee. 
Indonesia's chief of the armed forces 
Gen. Benny Murdani knows Malaysia 
well and once lived in Kuala Lumpur. 
Malaysian Deputy Prime Minister 
Musa Hitam has close and continuing 
contacts with Jakarta, whose present 
and past defence ministers, as well as 
Murdani, have accepted honorary Ma- 
laysian royal titles. Indonesia regu- 
larly conducts joint operations — air, 
sea and ground — with Malaysia. 
Joint arms procurement and produc- 
tion offers are being studied — 


though little has come of them to date. 

Defence officials from both coun- 
tries point out that the Kuala Lumpur- 
Jakarta relationship is unique within 
Asean and suggest that the close ties 
are, to some extent, inevitable. They 
stress that no other member state 
shares longer borders than that be- 
tween Malaysia and Indonesia in Bor- 
neo, or holds strategic positions any- 
thing like as crucial as their grip on the 
Malacea Straits or control of second- 
ary passages such as the Lombok and 
Flores straits. On the wider stage, no 
Asian country east of Iran comes close 
to matching Indonesia's and Malay- 
sia's oil production. 

The two countries' diplomatic and 
regional perspectives also bolster their 
defence collaboration, as they have no 
formal security treaty. Both share an 
instinctive fear of long-term and long- 
range Chinese ambitions, which mod- 
erates somewhat their dislike of per- 
ceived Vietnamese ambitions. In its 
foreign-relations profile, Malaysia has 
moved closer to Indonesia's non- 
aligned style of thinking since the 
1970s, while Indonesia at the same 
time has tilted more towards the West. 

Both countries now strive for a 
global image — witness Malaysian 
Prime Minister Datuk Seri Mahathir 
Mohamed's espousal of  "South- 
South" issues and Indonesian Presi- 
dent Suharto's renewed interest in re- 
establishing his country's non-aligned 
credentials — with Mahathir privately 
encouraging Suharto to seek for In- 
donesia the non-aligned movement 
chairmanship after 1986. These themes 
— particularly a diplomatic "equi- 
distance" from all great powers — 
strongly influence the Indonesian mili- 
tary, though their counterparts in Ma- 
laysia are less enticed. Support from 
Murdani for an Asean-wide nuclear- 
weapons-free zone (REVIEW, 28 Mar.) 
reflects that influence. 

One of the most practical areas of co- 
operation of the defence forces of the 
two countries is the General Border 
Committee (GBC), which after a three 
year hiatus resumed regular sessions at 
the end of 1983 and has since met on à 
six-monthly basis. Among other 
things, it aims to stop drug smuggling 
(a major Malaysian preoccupation) 
and piracy in the Straits of Malacca 
and off Sabah. 

But Murdani and Musa have also 
widened the GBC's job (which used to 
centre on joint patrols along the 
Kalimantan-Sarawak border against a 
handful of communist guerillas) to 
include wider, “social” objectives, 
among them “balanced” economic 
development and infrastructural im- 
provements along their Borneo border 
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| Tripartite Council (comprising In- 
-— donesia, Malaysia and Singapore) 
— which watches over the Straits of 
- Malacca. As a step towards better 
Straits monitoring of ships, including 
pose activity and piracy, the Ma- 
aysians have set up a joint-control 
command at a newly completed navy 
base at Lumut, south of Penang. 
Suggestions from Indonesia and Ma- 
laysia that they should not have to bear 
the costs imposed by the heavy inter- 
national use of the 500-mile channel, 
$ and that they should impose some sort 
_ of a levy are not accepted by some 
maritime powers who do not grant that 
the straits are legally part of Malaysia- 
Indonesia. The United States, the 
Soviet Union, and others, do not even 
recognise a legal basis for prior notifi- 
cation of passage of warships. Ironi- 
- cally China accepts the territorial sea 
— contention. 
- Under a bilateral treaty ratified last 
- May, Malaysia has become the first 
country to accept Jakarta's "ar- 
chipelagic principle" — whereby all 
the seas falling within a line drawn be- 
- tween all of Indonesia's most outlying 
islands become Indonesia's territorial 
waters. In return, Indonesia has prom- 
ised to respect Malaysian fishing rights 
and communications between Penin- 
sular and East Malaysia. 


































he military establishments of both 

countries experienced a jump in 
weapons procurement during the 
1970s and now are adjusting to leaner 
times. Spending per Indonesian ser- 
viceman (US$10,670 last year) repre- 
sents a 760% jump over the equivalent 
1973 figure. The same calculation for 
Malaysia's military showed a 420% 
jump — to US$21,500 per man. 

For Indonesia, the increase came on 
static numbers: it added only 11,000 to 
its 270,000-man army in the decade 
after 1973. By contrast, Malaysia's 
armed forces numbers experienced an 
almost 100% growth in numbers, from 
66,200 in 1974t0124,500 10 yearslater. 

Malaysia has decided to redirect the 
emphasis of its military capability 
from counter-insurgency to conven- 
tional warfare — a move that has ac- 
celerated the acquisition of new 
weapons" systems. But both countries 
have boosted defence spending for 
another reason: beginning in the 
^ 1970s, the exclusive—economic-zone 
_ concept and promulgation of laws 
‘forced new naval spending at a time 
when both countries’ export earnings 
were booming. 

But in the last two years spending 
has slowed down; Malaysia alone has 
chopped back defence “development 
expenditure” by more than 50% for the 
past two years running. Originally, its 
armed-forces upgrading programme 
E (under the current five-year economic 

« plan that began in 1981) envisaged 





| few procuredicht programmes This 
Another important institution is the: me been scaled down, and the same 


crunch has affected arms-procure- 
ment plans for the Indonesian forces. 

- Perhaps reduced spending helps ex- 
plain the renewed emphasis in both 
countries’ rhetoric and diplomacy to- 
wards creating the right “external en- 
vironment” to minimise security risks. 
For example, the director of Malaysia's 
new Institute for Strategic and Inter- 


in Hawaii that both Malaysia and In- 
donesia "have a doctrine of com- 
prehensive security [that] does not put 
primary emphasis on the military 
means of ensuring national security . . . 
economic resilience, political resili- 
ence and diplomacy are seen as [an] 
equally importan? and sometimes 
more important means for securing 
security." This doctrine received 


ce conference 












The Malay World dream 


wenty years after the end of the dis- 

tressing Confrontation between 
Malaysia and Indonesia, signs of strain 
are again beginning to show. At least 
within Malay cultural and literary cir- 
cles in both countries, Malaysia seems 
ready to drift apart from its former 
“big brother” and mentor. 

Since the 1930s when colonial rule 
made a nationalist of every self-re- 
specting Malay-language writer, the 
Malay literati has cherished the 
"Nusantara dream" — that the Malay 
archipelago would be reunited and re- 
stored to its former glory. 

But while representatives of both 
countries pay lip-service to such an 
ideal at various joint conferences, In- 
donesia, which has by far the larger 
Malay-speaking population of the two 
— 160 million to Malaysia's 15 mil- 
lion — seems unenthusiastic, accord- 
ing to the Malaysians. 

Efforts to rekindle the Nusantara 
dream were most visible at the aptly 
named Meeting of the Malay World 
conference in Malacca in 1982. Its or- 
ganisers, Gapena, the Federation of 
Malaysian National Writers Associa- 
tions, drew together linguists, writers 
and cultural activists from the region, 
but Indonesia and Malaysia dominated 
the show. 

Malaysians who advocate building 
strong literary-cultural bridges argue 
that with only 15 million people in Ma- 
laysia, and only between 48% and 59% 
of these indigenous Malays, Malaysia 
will always remain on the cultural 
fringes of the greater Malay World. 
Joining forces with Indonesia would 
enable it to develop an intellectual cul- 
ture in the Bahasa Malaysia lan- 
guage. 

Ironically, just as one group rekin- 
dled the Nusantara dream, another is 
throwing cold water on it. Now for the 
first time, Malaysian Malays are di- 
vided on the issue. 

Malay desires to close ranks with In- 
donesia stem from the substantial 
Chinese and Indian presence in Malay- 
sia, who together comprise more than 
41% of the population. Not surpris- 


remains as elusive as ever 


By Suhaini Aznam in Kuala Lumpur 


ingly, Malaysian Chinese and Indians 
react to Malay World aspirations with 
suspicion bordering on resentment. 

The basis of Malaysian-Indonesian 
ties are three-pronged: common ethnic 
stock, and therefore similar language 
and culture. The first two still hold 
fairly true. But their divergent politi- 
cal experiences created two distinct 
intellectual cultures. Culturally, 
beyond the strict definitions of art, 
music, dance and theatre, the countries 
do not have much in common. А 

Their literature, as it reflects the in- 
tellectual traditions of each, is ex- 
pressed in a mutually comprehensible 
language. But there the similarity 
ends. Malaysian students find Indone- 
sian poetry abrasive and uncomforta- 
ble. Indonesians find Malay poetry 
shallow. 

The contradictions between the cul- 
turalists, who want to maintain tradi- 
tional bonds, and those who see a cool- 
ing off as inevitable may throw a dam- 
pener on future joint-cultural projects. 
For now, however, the two govern- 
ments persevere in modest fashion. In 
July 1984, Indonesian Information 
Minister Harmoko signed an informa- 


18 APRIL 1988 ө FAR EASTERN ECONOMIC REVIEW. 


$ 
$ 
|8 
б 





Mahathir's endorsement last De- 
cember when he told a strategic semi- 
nar that “national resilience” and 

“shaping the strategic environment to 
a point where threats are minimised,” 
now form the basis of Malaysia's de- 
fence thinking. 

Because of the absence of a direct 
US-security tie, both have received 
comparatively little US arms aid over 
the past few years. What military aid 
there is has gone towards Indonesia's 


tion accord with Malaysia aimed at im- 
proving exchange of newspapers and 
media technology. 

Some joint efforts have borne fruit. 
Language coordination between the 
two countries via the Malaysian In- 
donesian Language Council has recon- 
ciled the spelling systems in the two 
countries. The council, which meets 
twice a year, is now working to shape a 
common vocabulary. 

In retrospect, some admit, emotion 
rather than a shared heritage inspired 
the special relationship. Renowned 
Malaysian poet Usman Awang recall- 

d: “(Former president] Sukarno was 
our leader as much as Indonesia's. I 
never missed listening to his 
speeches.” Like other Malay writers 
who romanticised Indonesia, Usman 
wrote his early poems for Indonesia. 
When Malaysia achieved a peaceful i in- 
dependence from the British in 1957, 
the first cultural agreement it signed 
was with Indonesia. 

Before Confrontation soured rela- 
tions, 17 August independence cele- 
brations at the Indonesian Embassy 
were a village gathering of the Malay 
world. Now, local writers see the In- 
donesian Embassy as “just another on 
diplomatic row.” But the damaging ef- 
fects of Confrontation may have been 
conveniently exaggerated. 

“The Confrontation opened our 
eyes," admitted Usman. “But if we feel 
disillusioned now, the fault was partly 
ours for accepting the role of little 
brother in the first place. Indonesia 
had always entertained feelings of 
superiority, but we were too entranced 
to see it." 


C ertainly the awe with which Malay- 
sian linguists and culturalists view- 
ed Indonesia has paled by several 
shades. The younger writers are par- 
ticularly upset that by negating its 
"big-brother" role, Indonesia chose to 
treat Malaysia as a rival — pointing to 
Indonesia's protectionist policy to- 
wards Malaysian books and films as 
proof. 

Even at the height of cordiality, 
when Malaysian bookstores over- 
flowed with Indonesian novels, In- 
donesia barred the entry of Malaysian 
literature. Malay writers in Malaysia 
have keenly felt the effects of this one- 
way street. — psychologically and in 
their pockets. 

After many delegations were sent to 
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naval modernisation (including the 
overhauling of second-hand US ships) 
and some new torpedoes and howitzers 
for that country. More recent funds 
have been earmarked for the possible 
purchase of US interceptors, anti-air- 
craft missiles, and for repairing some 
C130 transport aircraft. For Malaysia, 
recent Pentagon data reportedly show 
Kuala Lumpur is planning to use only 
US$4 million of a US$10 million mili- 
tary-supply credit. — JAMES CLAD 
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redress the imbalance, the Indonesian 
Ministry of Culture announced in May 
1984 that Malaysian books would be 
allowed into Indonesia. But on the 
ground, Malaysian writers say, 
Jakarta's assurance is ignored by In- 
donesian distributors and bookstores. 

Meanwhile, the Malaysian market 
for Indonesian books has itself shrunk 
in the face of an energetic local pub- 
lishing industry. In the 1950s and 
1960s, mono-lingual Malays read In- 
donesian works almost exclusively for 
want of local material. Indonesian 
books formed about 80% of university 
literature texts then. 

Travel and the electronic media have 
further weakened Malaysia's cultural 
dependence on Indonesia. In the years 
immediately before and after Malay- 
sia's independence, studying abroad 
for the Malay-educated meant In- 
donesia. But as English education 
grew, the Malaysian student popula- 
tion in Indonesia dropped in numbers 
proportionately, a trend that held 
steady even when Bahasa Malaysia 
gradually became the medium of in- 
struction in the 1970s. 

The upshot is a changed world view. 
Indonesia is no longer the only land- 
mark on the Malaysian horizon. A 
wider variety of books and magazines 
now influence intellectual thought 
here. Today's Malaysian intelligentsia 
looks to the West; itsartistic communi- 
ty is cosmopolitan. 

Advances in communication tech- 
nology brought a universal pop culture 
to Malaysia, denting the Indonesian 
influence. Now the rock stars' names 
on young Malaysian lips are American 
or British, as much as Indonesian. 
Packed movie houses screen American, 
or Mandarin and Cantonese movies 
more frequently than Indonesian 
films. TV programmes are weighted to 
the West — Radio Television Malaysia 
(RTM), the government-owned net- 
work, devotes a considerable chunk of 
air time to American and also British 
serials. 

Indonesian films аге screened 

“perhaps once a month" on RTM sta- 
tions, said an Information Ministry 
spokesman. They compete for two pos- 
sible time slots, one which features in- 
ternational movies and the other 
which features Malay movies, where 
even repeats of early black-and-white 

Malaysian productions are given pre- 
ference. On radio, the “Salam Mesr” 


hile easy interaction is always 

supposed between “Malays” 
from either Malaysia, Indonesia, 
or Brunei. The same does not apply 
to that other member of the Malay — 
nation — the Philippines. Many 
obstacles impede a ready accept- 
ance of Filipinos as “Malays” — 
Tagalog and other Filipino lan- 
guages bear little similarity to 
either the Indonesian or Malay- 
sian variations of Malay, and the 
dominant, Roman Catholic tradi- 
tion prevents common religious — 
identities, while the perennial 
Muslim  rebelliousness in the | 
southern Philippines atta 
sympathy from Malay countries. 
Most of all, a widely divergent hiked 
tory and с‹ pattern and next 
to no at all to pre-Is- 
lamic, аса н, influence 
puts the Philippines outside the. 
broad, Malay mainstream. 

Yet Filipinos have also dreamed 
of a “Confederation of Malay Na- 
tions,” in former Philippines’ pre- 
sident Diasdado Macapagal’s 
words — an idea former Indone- 
sian fo minister Subandrio 
dubbed | j^. etre an ab- 


Bie cin 1960s, many see the 
genesis of c emporary Asean in 
the concept; a year 


prae unsuccessful pro-com- 
munist 1965 coup in Jakarta, an 

ascendant Gen. Suharto spoke ra 
“reviving the e of 








iti iu the fogramme И NA 
h song requests for EN relatives | By Lincoln Kaye in Jakarta 
| he captains of the Malaysian and 
Indonesian economies — the form- 
er, animble little coastal vessel and the 
latter, an overmanned and resource- 
laden supertanker — have.been. steer- 
ing their respective crafts in opposite 
directions over the past decade. But 


"his is a root of resentment today. 
like al nationalist awakenings, 
he new Malaysian conscioushess stems 
om resentment. Only this time, ironi- 
ally; the resentment is targeted at a 
ormer "family member.^ 
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FOR SALE BY AUCTION 


INDER INSTRUCT IONS FROM THE REGISTERED 
PROPRIETORS 










Prime Development and Commercial Cattle Property 
“Mt Bundey” Station 
Northern Territory Australia 


Situated 125km south of Darwin, N.T. 
adjoining Adelaide River Township 










Approx. 3031 square kilometers 
(303, 100ha. — 748,975 acres) 







To be offered in 5 non contingent lots 





At “Mt Bundey” Homestead Complex 
„situated 4km from Adelaide River Township 
adjacent Stuart Highway 


acd 19th April 1985 at 12 noon 




















. Please note extensive clearing sale ith 
and approx. 800 well bred, Brahman cattle. will. 
: ‘be offered for sale by auction ato ~ 
“Mt Bundey” ¢ on SATURDAY 27TH APRIL 1985 





















For further information please contact 
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after some changes of course, the two 
countries might rfow be heading for a 
collision. 

Malaysia, having wrested regional 
supremacy from Indonesia in. post— 
World War II years in a gamut of ag- 
ricultural commodities, now finds it- 
self outgrowing some of these staple 
sectors and turning to oil and gas for 
more and more of its gress domestic 
product. Indonesia, on the other hand, 
is struggling to shake off its over-de- 
pendence on the oil sector, which has 
accounted for as much as 70% of na- 
tional income and 60% of state re- 
venues. Nowadays, leaders exhort: In- 
donesians to boost the archipélago’s 
non-oil and non-gas earnings, with 
special emphasis placed on the very 
plantation sector that Malaysia seems 
ready to opt out of. 

For the time being, these differences 
in orientation continue to keep econo- 
mic relations between the two neigh- 
bours relatively friction-free. Asean 
conclaves and bilateral exchanges 
such as the summit meeting in March 
regularly reiterate the by now con- 
ventional generalities about economic 
cooperation. Meanwhile, standing bi- 
partite committees continue to smooth 
over such problems as labour migra- 
tion and sea lanes. 

These common interests make. the 
two economies, to à certain degree, 
complementary, at least in the short 
run. For instance, Indonesia can $tep 
into the niche that Malaysia is gradu- 
ally vacating in rubber “and oil palm 
tree crop production — a sector that is 
rapidly becoming uneconomical in the 
land-short and labour-starved Penin- 
sular Malaysia. At the same-time, Such 
medium-term boom businesses as the 
oil-palm estates of Johor, Sabah and 
Sarawak, or (to a lesser extent) certain 
construction and light industrial oper- 
ations, crucially depend on relatively 
cheap ‘supplies — legal or illegal + of 
migrant Indonesian manpower. | 

But even these limited prospects for 
economic compatability have proved 
easier to propound in theory than to 
implement. Labour migration, for 
example, has been a constant — if rela- 
tively low-level — irritant to,bilateral 
relations (REVIEW, 24 Apr. '84). Despite 
the generally acknowledged matro- 
economie need for aux 
power, the interests of particular 
classes of Malaysian. workers | are 
clearly undercut by the importatian of 
mes labour. And eager ough the 

























pact. to “rationalise’ the flow of In- 
. donesian workers across the Malacca 
Straits to Peninsular Malaysia and 
over the Borneo borders between the 
Indonesian province of Kalimantan 
and the Malaysian states of Sabah and 
Sarawak. 

In principle, this. means sending 
workers on limited two-year (but re- 
newable) contracts only, with full 
documentation, through Jakarta-de- 
signated recruitment agents, with Ma- 








p “rationalisation” makes 
Indonesian labour léss attractive. 
Kuala Lumpur planners might well 
look forward to a long-term continua- 
tion of the age-old migration of In- 
donesia's'éthnic Malays to underpopu- 
lated Malaysia, despite the short-term 
need of appeasing displaced home- 
grown interest groups. This would beef 
up the workforce and prolong the via- 
bility of some traditional plantation 
industries, allowing for a less wrench- 
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cate communal balance. 
° From a Jakarta perspective 
| of manpower should bep 


on the basis of term с 
than permanent pop 


the longer range 
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in "more. 


up-scale 


export I 


further afield such as the N 
(where both Indonesians 


sians enjoy the 





“Islamic 


The Food and Agricul- 

ture Organization of 

the United Nations 

invites applications 
for the post of Team Leader, 
Regional Asia Pacific Forest 
Industries Development, with 
headquarters in Kuala Lumpur, 
Malaysia. 


The United Nations Children’ s Fund 


With Headquarters in New York and offices throughout the 

world, working with developing country governments to 
provide disadvantaged children and their mothers with the 

basic services bru need to survive and develop seeks 


Duties include: implementation 
and management of the project 
designed to assist participating 
countries in the development 
and establishment of viable 
forest industries capable of | 
making their maximum con- 
tribution to the social and eco- 
nomic well-being of the region. 


(Ret: VN 470) 
New York, USA 


^. Responsibility to provide professional support to Field Officers in 
; early childhood development activities within the framework of 
|. comprehensive approach.to survival. arid. development of the 
child; to contribute to the development of policies and program- 

= ming strategies for Unicef activities. 


Qualifications: Post graduate university degree in behavorial 
sciences or related' specialized subjects; additional training in 
subjects related to early childhood development leading to à 
broad uriderstanding of child. development issues. 12 years of 
work experience, partly in policy and program development, with 
substantial experience in developing countries. Proven ability to 
work effectively in an advisory capacity required. Familiarity with 
other international organizatioris Ldbg with their programs 
affecting early childhood development will. be an advantage. 
Fluency in English and preferably in one other UN language; abi 
lity to write reports and position papers in clear and readable lan- 
guage. 


A university degree in forestry, 
forest industries or forest eco- 
nomics is required, ten years 
experience in responsible posi- 
tions in the field of forest indus- 
try and/or forestry, in the Asia 
Pacific region. 


Full working knowledge of Eng- | 
lish. 


Post duration 12 months ex- 
pected to commence October 
! F 1985. 


‚ Benefits: relocation, tax-free 
salary commensurate to experi- 
+ ence and other benefits of Inter- 


national Civil Service. Salary commensurate with qualifications and ара ence. Excel- 


leat benefits package. 


Send aled гфбыйе with r-example of ublished 
„professional writing to: 


: Applications should be address- 
ed together with detailed Cur- 

| riculum Vit ting N | 
riculum Vitae quoting Number Michael K. Corbett, 


s pe Chief Recruitment and: Emcee 

° Personne icer, (80817 ИЗИШ nor 

` Forestry Department, FAO, US, DI UNICEF ` 

di Caracalla, i Bea UN Plaza, New York; NY 10017/ USA 
90 Rome, Italy. s | 





workers from non-Muslim countries). 


Cheap and abundant labour is only 


part of what Jakarta has going for it, 


though, in its bid to diversify into tree 


crops. The other asset the country has 
in abundance is suitable plantation 
sites in its outer islands. 

These two ingredients add up to vir- 
tually assured world leadership in tree 
crop production by the end of the cen- 
tury. One agronomist flatly predicts: 
"In a decade's time, Indonesia will be 
able to swamp world markets with a 
tidal wave of latex, followed by a wave 
of crude palm oil not too long there- 
after." Keen attention on both sides of 
the Malacca Straits focuses on when 
these waves will hit. Will they be soon 
enough to rescue Indonesia's ambiti- 
ous development plans from the slump 
in state revenues brought on by the oil 
price plunge? Will they be gradual 
enough to avert head-on conflict with 
Malaysia's still-thriving plantation 
sector? How will Indonesia's stepped- 
up supply of rubber and palm oil fit in 
with the volatile demand patterns of 
the consuming countries? 

Answers to questions like these de- 
pend on what success Jakarta achieves 
in implementing its ambitious Nucleus 
Estate and Smallholder (NES) scheme 
(REVIEW, 7 Feb.), a massive resettle- 
ment-cum-plantation development 
programme roughly patterned on Ma- 
laysia’s Federal Land Development 
Authority (Felda) project of the past 
two decades. But the sheer size and di- 
versity of Indonesia make NES objec- 
tives trickier to achieve than anything 
Malaysia ever tackled. A larger 
bureaucracy presents concomitantly 
greater intertia to be overcome. Logis- 
tics are far more overstretched. Com- 
munal differences between the 
Javanese transmigrants and the host 
populations of the outer islands are 
more pronounced than among the rela- 
lively homogeneous bumiputra be- 
neficiaries of Felda. 

As a result, industry sources feel that 
Indonesia will be lucky to achieve even 
60% of the 1.2 million ha of new plant- 
ation development targeted for the 
NES programme under the current 
five-year plan. 


; E: at that lower rate, though, the 
same sources project that Indonesia 
will become the world's foremost rub- 
ber exporter late in the 1990s. Just how 
soon it can take the lead depends on 
whether Jakarta is able to maximise its 
inherent cost advantages by improving 
the technical efficiency of the sector. 
Malaysian expertise could valuably 
augment Indonesia’s own overex- 
tended cadre of experienced rubber- 
estate managers in such fields as: 
ь Labour utilisation. In its bid to gen- 
erate jobs, Indonesia's edge in unit 
labour costs is substantially offset by 
wasteful over-staffing. 
> Quality control. Although the grad- 
ing systems are now virtually the same 
in all Asian producing countries, other 


Asean rubber commands premium 


prices because of its reliability. 

» Marketing. Most Malaysian rubber 
is moved through large market-savvy 
commercial trading firms, while the 
product of Indonesia's government- 
promoted estates is handled by un- 
wieldy and bureaucratic regional mar- 
keting boards. 

If Indonesia can overcome its inef- 
ficiencies, it will be well positioned as 
a low-cost volume producer to garner 
market share by underpricing almost 
any other rubber supplier — a source 
of potential friction between it and 
other producers, including Malaysia. 
In palm oil, though, Indonesia will be 
harder pressed to parlay its cost ad- 
vantage into world market share, since 
domestic demand for edible oil is ex- 
pected to grow apace with the coun- 
try's production capacity. 

It is nothing new for Jakarta to see 
its world market share in a commodity 
lag far behind its proportion of global 
production because of domestic needs. 
The same dilemma has plagued Per- 





tamina, the giant state oil and gas 
monopoly, for years (REVIEW, 28 Mar.). 


Indonesia's ever-growing internal 
energy requirements oblige it to forge 
ahead with oil exploration and deve- 
lopment, no matter how bearish the in- 
ternational market. So does the coun- 
try's established dependency on the oil 
and gas sector for foreign exchange. 
Kuala Lumpur, by contrast, is better 
able to bide its time. A relative late- 
comer to world oil markets, Malaysia 
for many years lifted not much more 
than it could use internally. Only over 
the past dozen years or so did energy 
exports begin to assume their current 
importance in the country's overall 
earnings — a role still far less domin- 
ant than in the Indonesian case, and 
one which Malaysians are in no hurry 
to increase. Last year, palm oil over- 
took petroleum again to regain its spot 
as Malaysia's main money-earner. 
Keeping its options open; Malaysia 
has stayed out of Opec, but it is happy 
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enough to play along with the cartel for 
the present. Indonesia's Minister of 
Mines and Energy Subroto, who is also 
Opec's president, praised Kuala Lum- 
pur for its voluntary production re- 
straints at a meeting of regional oil 
producers there in March. Meanwhile, 
Malaysia prefers to let the reportedly 
vast oil and gas reserves off its eastern 
state of Trengganueremain buried in 
the sea bed (REVIEW, 31 May '84), large- 
ly unexplored and unmentioned until 
theoutput can command a better price, 
according to James Ongkili, a minister 
in the Prime Minister's Department. 


Re next door to the Trengganu 
find, though, Indonesia is hurrying 
to develop its own gas fields off Natuna 
island. The contrasting paces of the 
two developments illustrate the differ- 
ent perspectives of the two countries, 
one Jakarta-based oil specialist points 
out. Indonesia's reaction is to get on 
with it, move the gas and realise what 
gains are to be made through the end of 
this century, confident that more 
energy resources can be 
found elsewhere in the 
vast  archipelago as 
needed later. 

But for Malaysia, the 
Trengganu field repre- 
sents a one shot windfall 
not to be squandered. 
Whenever Kuala Lum- 
pur finally does decide 
to bring its major trove 
to market, the oil expert 
predicts, the competi- 
tion with Indonesia 
could be intense for cus- 
tomers in markets such 
as Taiwan, South Korea 
and Singapore. 

The two potential ri- 
vals have already start- 
ed circling each other 
warily, though, as il- 
lustrated by the tale of 
two pipelines told by a 
high-ranking Indonesian petroleum 
official. Malaysia is mooting a pipeline 
from Trengganu down the peninsula to 
service domestic needs and deliver gas 
to Singapore. Jakarta, meanwhile, 
plans to pipe its Natuna gas across the 
sea to Sumatra (where it will cook 
steam to aid in the recovery of Duri oil) 
and then on to Batam island, a pro- 
jected container port-cum-industrial 
zone just across a narrow strait from 
Singapore. 

The parallel pipelines seem a prime 
instance of just the sort of costly dupli- 
cation that has led in the past to such 
excesses as the current regional over- 
supply of oil refining capacity. But, ac- 
cording to the Jakarta official; when 
Malaysian Prime Minister Datuk Seri 
Mahathir Mohamad raised the sugges- 
tion at a recent meeting that the two 
countries cooperate to send their gas 
southwards through a joint overland 
pipeline, his Indonesian interlocutors 
just smiled and demurred. п 
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THE RIGHT STUFF 


For centuries, textiles have been the very stuff of history. 
Wool powered England to commerc ial prosperity. Cotton 
shaped the destiny of the United States. Japan’s current 
industrial might owes a continuing debt of thanks to silk. 
And helping many a modern exporter along the way 
to success has been ScanDutch. We provide the container 
transport they need, sailing to more destinations in Europe 





than anyone else. Our regular and reliable service also 
helps manufacturers trim their shipping costs substantially 
- inventory expenses, interest charges, insurance pre 
miums and much more. For the stuff you need in transport, 
call ScanDutch. History will prove you right. 


ScanDutch & 
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A lot of our newest ideas are about data communication. 

Because at our Advanced Technology Center in Connecticut, we re 
constantly improving the ITT System 12™ telephone exchanges for both 
voice and data. 

So computers can talk to 
each other as easily as people 
can. 

It was at the ATC and other 
labs around the world where 
ITT engineers undertook an 
$875 million research and 
development project to make 
System 12 the only telephone 
switching system with fully 
distributed control. 

Control is spread through- 
out a system. Not locked up In 
a central computer 

So a problem in one area 
doesn't become a problem 

To improve telecommunications,were everywhere. 
advancing technology in integrated circuits, Thanks to its fully digital 

programming and artificial intelligence: |ы дген circuits and 
modular architecture, System 12 can handle new features and added 
traffic, including data, easily and economically 

Many of the integrated circuits System 12 uses were designed at the ATC 

But that was only the beginning. 

Scientists are finding ways to pack more tiny circuits on microchips 
So more software can be programmed into less hardware. 

Engineers are using computers to build new types of computers 
Which will speed up the process for designing the microchips that operate 
System 12. 

And computer scientists are advancing software technology and 
artificial intelligence to make System 12 “smarter” to be more adaptable 
in the future. 

Now there are 19 countries that have ordered System 12. And wit! 
these new ideas, System 12 will be able to serve them and other countries 
well into the future. 

Because every new idea helps the future get here a little sooner 

That's something to talk about. 





1963. It was 
a very good year. For 
pe was the year the 

a ا‎ flowed when 

andarin, Hong Kong 
ee opened its doors. Not that 
this makes The Mandarin Asia’s 
oldest hotel. Far from it. And we've 
never had any desire to be Asia’s biggest. 
No, we’re quite content, as we enter our 
21st year, to continue to be Asia's best hotel. 
As René Lecler has confirmed yet again in 
the latest edition of his authoritative ‘The 
300 Best Hotels in the World’. 


At The Mandarin, Hong Kong you 
will encounter service that seems to possess an 
uncanny ability for anticipating your every need. 
And accommodation that pas: Fi taste and refinement. 
As well as restaurants Lecler has deemed the finest in a 
city more than passingly noted for its fine cuisine. . .and 
well-stocked wine cellars. Which is cause in itself for some- 
thing of a celebration. 


The Mandarin, Hong Kong 


A member of Mandarin Oriental Hotel Group 


tal Vancouver: The Mandarin. Singap The Oriental (1986). 


elsior, an Associate of Mandarin Oriental 
or int travel agent 


Hong Koap ТЬе The Mandarin. Bangkok: The Oriental. Manila: The Mandarin. Jakarta: The Mandarin 
Wy Macau 


Kuala Lumpur: The Oriental a, =. Kong: 
For reservation, call The Jeading Hot 


DID YOUR 

COMPANY 

MAKE THE 
‘REVIEW 600? 


One of the best ways to mea- 
sure the dynamic quality of a 
publication is to examine the 
quantity and quality of the ad- 
vertising pages it carries. Last 
year, when many publications 
were struggling to maintain 
advertising volume, the Re- 
view carried more advertising 
than at any time in its 39-year 
history. 


More than 600 companies 
from every corner of the globe 
selected the Far Eastern Eco- 
nomic Review to promote their 
message representing every 
major category of industry in- 
cluding banking & finance, 
travel, high technology, con- 
struction & engineering, li- 
quor, office equipment, luxury 
products and many, many 
more. 


As the world’s premier publi- 
cation on Asian affairs, the 
Review delivers top decision 
makers in business, industry, 
government and the profes- 
sions more cost effectively 
than any other publication in 
Asia. 


To reach the elite, join the elite 
by advertising in the Far East- 
ern Economic Review and join 
the Review 600. 


For a composite of every ad- 
vertisement carried write, on 
your company letterhead, to: 


Ms. Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review Ltd. 
GPO Box 160, Hong Kong 
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REVENUE POTENTIAL 


OTHER 


CATERPILLAR 6? 
T 901,800 

a. Revenue per hour 971,940 I „© 
b. Апама! Revenue 4959700 509,000 





PROFITABILITY SUMMARY 


a. Total Revenue Potential 





b. Total Operating Enpense 


e income 


$09 619 
2,200,836 


d. Total Cash Payment 


e Net Profit Potential 
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CATERPILLAR 
Г $1,603 
a. initial Price Premium 1 3% 
b. Cat Profü 5 Advantage 65278 
c. Additional Profit per year 9 
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If you buy, lease or finance 
engines or power systems, 
this message could mean extra 
revenue and extra profit. 

Power system investment is 
a significant capital expenditure 
expected to produce maximum 
return. Unfortunately, engines 
which cost thousands of dollars 
less to buy often end up costing 
thousands of dollars more to own and 
operate, taking revenue and profit straight 
from your bottom line. 

Now, Caterpillar and your Caterpillar 
Dealer can help you make objective, 
definitive comparisons before you buy. 

Engine Investment Analysis provides 
a free, no-obligation tool comparing any 
two engines or power systems head on. And, 
it is tailored to your specific operation. 
























Caterpillar, Cat and @ are Trademarks of Caterpillar Tractor Co 





ective 
Measure of Value 


Using your own information, 
the analysis looks at engine 
ownership costs (initial 
price, interest payments, 
etc). Then operating 
expenses, revenues and 
profits are projected. 
The result is a clear, objective 
picture of the value gained by investing 
in one power system versus another 
Want to know more? Talk to your 
Caterpillar Dealer today. Ask him for the 
whole story on Engine Investment 
Analysis and what it can mean to you 
It's quick, it's free and it's another 
customer benefit from the industry leader 
— against whom all other are measured 











Happy landings. 
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@ ONE of the saddest few words 1 
have read recently in the REVIEW was 
in Lincoln Kaye’s report on the pre- 
parations for the forthcoming get-to- 
gether at Bandung in Indonesia to 
commemorate the 29-nation Afro- 
Asian summit held there back in 
1955, which was the launch-pad for 
the whole non-aligned movement 
(Glorious revival, Review, 28 Mar.). 
Reporting that Indonesia had invited 
four of the original Bandung alumni 
— Cambodia’s Prince Sihanouk, 
Vietnam’s Pham Van Dong, the 
Philippines’ Carlos Romulo and 
Burma's U Nu — Kaye pointed out 
that, so far, only Romulo (now retired 
after so many years in harness as 
Philippine foreign minister) had ac- 
cepted, and added: "The invitation to 
U Nu had to be retracted at the re- 
quest. of the current Ne Win govern- 
ment in Burma, which would have 
found his presence awkward." 

It is fashionable these days to dis- 
miss Nu as an impractical Buddhist 
visionary; indeed his adherence to 
the terms on which he was allowed to 


return to Rangoon — to occupy him- | 


self solely with religious studies — 
fortifies this judgment. So in fact did 
the years he spent in exile, frus- 
tratedly trying to reconcile his horror 
of violence with a military challenge 
to Ne Win and his desire for a unified 
Burma with the determination of the 
Kachin, Karen and Shan rebel armies 
to achieve full autonomy for their 
peoples. 

From the perspective of the 1980s, 


however, Nu appears simply to have 


been a statesman born before his 


time. Many of thé policies he once ad“, 
vocated are now facts of history. Vis- 


iting China in 1954 he courageously 
identified himself as a friend of both 
Peking and Washington; and’ said: 
“We want these two countries to be 
on the friendliest terms." He even ob- 
liquely threatened China: “Although 
Burma by itself may be ineffective in 
meddling with China’s internal af- 


fairs, it may be able to create trouble : 


in China if it allows itself to be used 
аѕ а stooge by the enemy." 

@ ONE of the first to conclude a 
frontier “agreement. with China in 
1954, he stuck:to his guns two years 
later when Chinese troops violated 
the Burmese border and when the 
Chinese Embassy in Rangoon gave fi- 
nancial aid to communist candidates 
in Burma's elections. Subsequent 
tough negotiations with his friend, 
the late Zhou Enlai, justified his 
stance. The world should remember 
the voice of a small, gentle Buddhist 
leader having the audacity to say at a 
farewell banquet in Peking in 1954 
that the United States and China 
hould be friends. And who can say 
that he was. being unrealistic? The 









| 





story is: apocryphal but it was Ni, 
quizzed by a suspicious American 
about his motives for signing the 
frontier agreement with China, who 
reportedly explained that if the Peo- 
ple's Liberation Army gathered en 
masse on Burma's northern frontier 
and urinated, the entire Burmese na- 
tion would be washed into the sea. 
He fought, first with the support of 
India’s prime minister Jawaharlal 
Nehru (another personal friend} and 
later alone, for the inclusion. of Is- 
rael at the first Bandung conference. 
He failed, and was unable to pre- 
vent the Arab countries’ position 
from being spelled out in the final 
communique. Had he succeeded, the 
non-aligned movement today would 
command more credibility and re- 
spect (as perhaps would Israel itself). 
Nu’s main role was played ав a 
peacemaker behind the scenes; his 
opening speech (never actually de- 
livered because he wanted to get on 


ı with the meeting's business) has 


great relevance today. He said: "Man 

« . 18 now at the crossroads. The 
Stupendous advances of science face 
him with the alternatives of total an- 
nihilation or unprecedented prosper- 
ity, But in this form, it seems strange 
that there should be any doubt as. to 
which he will choose. But the sad fact 


-is that the doubt does exist. The 


choice has still to be made." Near- 
ly 30 years later it has still to 
be made. Meanwhile, the two “non- 
aligned" giants, China and India, 
have both acquired the Bomb, 

As Nu’s biographer, Richard But- 

well, commented, he was “probably 
the most genüinely neutral of the at- 
tending. neutralists” at that first 
Afro-Asian summit. Of the four sur- 
viving major statesmen who were at 
Bandung in 1955, Nu has incompara- 
bly the best claim to attend the 1985 
anniversary shindig. But smaller, 
frightened men will prevent him. 
* LAWYERS are rarely popular 
among non-lawyers, but few would 
go to the lengths of prejudice exhi- 
bited by the management of Siam 
Lodges Hotels. Graham Fletcher re- 
cently enjoyed a stay there, where he 
found in his room a notice advising 
him: 


Please Do Not : 
Associate with’ solicitors around the hotel 
\ - ; 
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| function. Something of the 
| down-to-earth attitude which 
; done so much to create is illus 







| by a notice photographed by а Rev: 
| reader on Bangkok s Sukhumvi 
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| The same collected а 
| paper napkin from Kuala Lumpur's 
Seri Chiangmei restaurant: 
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there was an exhibition and sale of 
Southeast Asian ceramics and silyer 
which featured the following item: 
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JAPAN 


No more nukes 


An ever increasing number of grassroots pressure groups are 
pushing local authorities to create non-nuclear zones 


By Charles Smith in Tokyo 

apan's anti-nuclear movement — for 

many years a victim of sterile party 
political infighting — has taken on a 
new life as a result of the mushroom- 
like growth of “non-nuclear zones” in 
cities and prefectures. Inspired by the 
example of the British city of Man- 
chester which declared itself a nu- 
clear-free zone in 1982, more than 300 
local Japanese official bodies, includ- 
ing five prefectural assemblies, have 
issued declarations banning nuclear 
weapons. Nearly all of these moves 
have taken place in the past 12 months. 

Masaru Nishida, a professor of liter- 
ature at Hosei University who 
launched the grassroots anti-nuclear 
campaign with a best-selling book 
published in June 1983, said he expects 
1,000 local authorities — or one-third 
of the total number in Japan — to 
climb on the anti-nuclear bandwagon 
by late this year or early in 1986. When 
that figure is reached, Nishida and his 
associates hope to organise a national 
convention which would “put the cen- 
tral government on notice” of the 
strength of anti-nuclear feeling in 
Japan. This, Nishida believes, might 
lead to Japan becoming the core of a 
nuclear-free zone in the North Pacific 
—a development which would be dis- 
tinctly awkward for relations between 
Japan and the United States. 

Unlike the three nationwide anti- 
nuclear movements, Gensuikyo, Gen- 
suikin and Kakkin — which are af- 
filiated with the Japanese Communist 
Party, the Japan Socialist Party and 
the Democratic Socialist Party, re- 
spectively — the drive to enact local 
anti-nuclear resolutions is claimed by 
its supporters to be a largely non-par- 
ty phenomenon. Signature-collecting 
campaigns, which have led to the pass- 
ing of resolutions in six Tokyo wards 
during the past year, were organised 
by a variety of groups including house- 
wives’ consumer movements, teachers’ 
unions and municipal-workers' 
unions. The nationwide network of 
consumer cooperatives, which now 
constitutes the largest single retail 
outlet in Japan, also seems to be behind 
the anti-nuclear movement. 

Non-nuclear resolutions presented 
to city or prefectural assemblies as a 
result of signature-collecting cam- 
paigns have usually been opposed at 
the start by local branches of Japan's 
ruling Liberal Democratic Party 
(LDP). But, in a good many cases, local 
LDP politicians have "joined. the 
cause" at a later date. In Nerima ward, 
in northwest Tokyo, the LDP mayor 








used his casting vote to defeat an anti- 
nuclear resolution which was put to a 
tied vote early in 1983, but supported it 
after a local election had produced a 
majority of one in favour of it. 

The passage of resolutions opposing 
or prohibiting the entry of nuclear 
weapons, by peaceful middle-class 
communities such as the inhabitants of 
Nerima, may sound like a rather 
academic exercise. In some of the other 
places where the movement has taken 
root, however, the issue is anything but 
academic. Last summer Kanagawa 
prefecture, a heavily populated and in- 
dustrialised area on the 
southern fringe of Tokyo 
which contains three major 
US bases, passed a non-nu- 
clear resolution on the initia- 
tive of its governor, Kazuji 
Nagasu, and sent copies to 
more than a dozen foreign 
governments, including Pe- 
king and Moscow. 

The Kanagawa non-nuclear 
resolution was passed by the 
prefectural assembly after 
lobbyists there had collected 
1.5 million signatures over à 
six-month period. Since 
Kanagawa has a population 


of more than 7 million, this 


apan’s rigid stance against the in- 

treduction of nuclear weapons 
onto its territory has become “ex- 
tremely dangerous” in the context of 
the current strategic situation in 
Northeast Asia, according to Masaaki 
Nakayama, a 52-year-old dietman 
from the ruling Liberal Democratic 
Party (LDP), who is currently head of 
the party’s national campaign head- 
quarters. 

Nakayama, who belongs to the 
hawkish group surrounding Prime 
Minister Yasuhiro Nakasone, says 
that very few LDP members are 
ready to say openly that Japan’s so- 
called three non-nuclear principles 
— banning production, storage or 
passage through Japanese territory 
of nuclear weapons — should be dis- 
carded “but most of us hold this view 
in private.” Nakayama’s own opinion 
is that the three principles should be 
reduced to “two or two and a half.” 
What he apparently means by this is 
that Japan should approve “tempor- 
ary” storage on its territory of US nu- 


Nagasu; anti-nuke sticker — ‘We also are against 
Tomahawks': what the people think. 


THE ‘DANGEROUS’ PRINCIPLES 





represents a support ratio of only 20%. 

Giichi Miyazaki, a retired Kyoto 
University economies professor who 
organised the most successful of vari- 
ous  Signature-collecting groups, 


points out that the number of regular 
Kanagawa voters is only half the pre- 
fecture's adult population of 5 million. 
Since all those who signed the peti- 
tions were of voting age, Miyazaki 
claims that more than two-thirds of 
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clear weapons while continuing to 
ban production of the weapons. 
Nakayama sees communist influ- 
ence behind the fast-growing move- 
ment to ban nuclear weapons at 
local-government level, despite the 
fact that local LDP chapters have 
sometimes supported the movement. 
The book by Hosei University litera- 
ture professor Masaru Nishida which 
describes anti-nuclear movements in 
Europe, is a “communist party 
textbook,” says Nakayama. E 
He says LDP support at grassroots 
level for the anti-nuclear movement 
has been based either on ignorance of 
the movement's real credentials or on 
short-sighted "vote bargaining" in 
which local party organisations have 
traded support for anti-nuclear-mo- 
tions for opposition backing on mat- 
ters of interest to the LDP. In any 
case, says Nakayama, the ruling 
party is in a weak position at the 
grassroots level of Japanese politics. 
"That makes it all the more impor- 
tant for the central-government to 
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the politically aware population of 
Kanagawa are anti-nuclear. 

The Kanagawa declaration does not 
commit the prefectural government to 
opposing the US military presence in 
its area and does not involve any con- 
flict with the Japan-US Security 
Agreement, which Nagasu supports. 


owever, a more militant movement 
under way in Yokosuka, a city in 
Kanagawa which is host to the biggest 
US naval base in Japan, does aim at 
getting rid of the Americans. 
Launched by Hiroshi Niikura, a part- 
time supermarket worker who has 
been crusading against the US pre- 
sence for the past 15 years, the 
Yokosuka Hikaku Shimin Sengen 
ndo (Movement for a Citizen’s Dec- 
ation Against Nuclear Weapons) 
kes the view that the only way to en- 
re the absence of nuclear weapons 
om its "territory" is to end visits to 
the base by US nuclear-powered sub- 
marines which may or may not be car- 
ing nuclear weapons. Since US nu- 
clear submarines now come into the 
Yokosuka base at the rate of about one 
every two weeks, this is likely to be 
rather a tall order. 

The Yokosuka government has no 
legal power to forbid entry to the base 
by US warships, but Niikura and his 
friends claim that the local govern- 
ment could use its authority to prevent 
US ships from entering Yokosuka Bay, 
which includes the base area. A court 
case over the question of whether Ja- 
panese civil law takes precedence over 
the rights of the US military in the 
Yokosuka area began in Tokyo in 
March, with Niikura and his friends 
appearing as plaintiffs against the Ja- 


hold the line on issues relating to de- 

fence and foreign policy," he said. 
Nakayama’s stand on nuclear wea- 
pons appears to be based on a nation- 
alist, rather than a specifically pro- 
American, vision of Japan's place in 
the world. Не:ѕауѕ it has been Wash- 
ington's policy since the end of World 
Маг to keep Japan militarily weak so 
жай; sib ereating a threat to China 
lich might, have, the effect of driv- 


© CAR EACTERN ECONOMIC ARAARA e IA APRU 1085 





panese Government. Niikura admits 
that the case will probably be lost but 
says that others will follow. 

In planning his campaign against US 
naval vessels in Yokosuka, Niikura 
says he got some useful tips from the 
city of Kobe in western Japan which, 
as long ago as 1975, announced that it 
would forbid entry to its port to any 
ship that might be carrying nuclear 
weapons and resisted inspection. The 
Kobe "method" is now being studied 
by Naha, capital of Okinawa, and by 
Hakodate in Hokkaido. Kobe also re- 
ceived a visit from a New Zealand 
Government official when Prime 
Minister David Lange was considering 
action to prevent US naval vessels' 
port calls. 

One of the driving forces behind the 
anti-nuclear movement in Yokosuka is 
concern about the. deployment of 
medium-range Tomahawk missiles on 
US submarines, which is claimed to lay 
the town open to attack by medium- 
range Soviet missiles such as the SS20. 
Apart from that, the new generation of 
anti-nuclear crusaders claims to be- 
lieve that the government wants to 
abolish the three *non-nuclear princi- 
ples" which, in theory, ban the intro- 
duction of nuclear weapons on Japan- 
ese territory or into territorial waters. 

The official position of the LDP on 
this latter issue is that the three princi- 
ples represent a "basic line of national 
policy" that will continue to be ob- 
served through thick and thin. Indi- 
vidual LDP dietmen, however, are now 
ready to say openly that they think the 
three principles should be discarded, 
and even Prime Minister Yasuhiro 
Nakasone has been known to wobble 
on the issue. 





























ing Peking into the arms of Moscow. 

This policy is all very well, so long 
as the United States retains a strong 
position in the North Pacific, 
Nakayama says, but Japan runs the 
risk of being "stripped naked" by a 
sudden US withdrawal. The US 
might desert Japan in the event of a 
split in the ruling party which al- 
lowed the Japan Socialist Party, or 
some other opposition group to take 
power. Even the current round of 
trade conflicts between the two na- 
tions poses serious political dangers, 
Nakayama believes. 

The three non-nuclear, principles 
originated in 1971 as a Diet resolu- 
tion in which the main object was to 
calm ,opposition-party fears about 
the possible presence of an American 
nuclear arsenal in Okinawa after the 
island's reversion to Japanese rule. In 
theory, the. principles have been 

ithfully observed but in practice it 
appears. almost certain that US naval 
vessels. carrying nuclear weapon 
have; entered Japanese territorial 
waters, en, many occasions. 
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VIETNAM 


The media 
invasion 


US newsmen converge 
on Saigon 10 years 
after its fall 


By Rodney Tasker in Bangkok 


T he saying “let bygones be bygones” 
is taking on an air of near-masoch- 
ism as the American media scramble to 
Vietnam to cover the 10th anniversary 
of the communist "liberation." During 
the past two months the Vietnamese 
Embassy in Bangkok has been be- 
sieged by droves of American media 
people trying to secure visas to enter 
the country, with which their govern- 
ment still has no diplomatic relations, 
in order to be there for the 30 April 
celebration of the communists’ final 
victory in Saigon, since renamed Ho 
Chi Minh City. 

With TV networks, radio, newsagen- 
cies, newspapers and magazines plan- 
ning blanket coverage of the event, 
with related documentaries and fea- 
tures on Vietnam and the Vietnamese 
in the United States in the run-up, 
American audiences are being treated 
to what is shaping up as the media 
event of the year. 

It has not been an easy exercise for 
many newsmen. Some claim they were 
promised visas by the Vietnamese de- 
legation to the United Nations, in New 
York, and other Vietnamese missions, 
and travelled to Bangkok only to be 
told by the Vietnamese Embassy here 
that they would have to wait in line — 
or even that they were simply too late 

Those media organisations who 
planned well ahead have reaped di- 
vidends. According to a Vietnamese of- 
ficial, NBC TV had the best-organised 
approach, having started their plan- 
ning some 16 months ago 

The network plans to have as many 
as 30 staff in Vietnam by 30 April, com- 
pared with less than 10 each for its 
major American rivals, ABC and CBS. 
On 14 April, an NBC-chartered Air 
France cargo Boeing 747 will fly from 
Paris to Ho Chi Minh City carrying a 
collapsable ground station, hired from 
Britain, and picking up a Japanese- 
made electricity generator and even a 
fork-lift truck from Bangkok on the 
way. This will enable NBC to beam live 
coverage with its own ground station 
via satellite to New York every day for 
the week leading up to 30 April, plus 
live spots on two of the network's two- 
hour Today morning shows. 

The other two networks, together 
with other newsmen queueing up for 
Vietnam, are a little disgruntled about 
what they consider to be NBC's pri- 
vileged treatment by the Vietnamese 
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SET HEEE CEDENS 


But all three M Were sie with | at the torrent of in- 


other US media, have managed to get 
men into Vietnam over the past month, 
fanning out throughout the country and 
into Cambodia to stoke the nostalgia 
for an era which many Americans 
perhaps would prefer to forget. 

Although ABC is planning a far more 
modest coverage, it also hopes to have 
live spots from Ho Chi Minh City on its 
Nightline and Good Morning America 
shows. For this, it is contracting to use 
a Soviet ground station, scheduled to 
arrive in Vietnam from Moscow on 20 
April. But while the Vietnamese au- 
thorities will be unable to censor 
NBC's live coverage via their own 
ground station — apart from pulling 
the plug out — ABC will have to 
negotiate with the Soviet-Vietnamese 
fraternity in putting out its broadcasts, 
which will also face the hazardous 
satellite journey of Ho Chi Minh City— 
Moscow-London—New York. 

One of CBS’ main expenditures will 
be chartering an Air Vietnam Yak-40 
aircraft for two flights to Bangkok, at 
US$7,000 a trip, to beam their cover- 
age from the Thai capital. The grand 
old man of CBS, Walter Cronkite, was 
in Vietnam in February for a special 
one-hour documentary, and the net- 
work's 60 Minutes team, with TV star 
Ed Bradley, followed up with a pro- 
gramme from Cambodia shortly after- 
wards. 

The Vietnamese have been surprised 


SOVIET RELATIONS 


H Rodney Tasker in Bangkok 

f the Soviet Union had any hopes of 

` improving its standing with Asean 
у: despatching Deputy Foreign Mi- 
` nister Mikhail Kapitsa on his recent 
tour of the region, it must now be dis- 
` appointed. Kapitsa was mostly on the 
defensive during his visits to Jakarta 
and Bangkok downplaying Moscow's 


| influence over etse and so made 


` little headway dentifying new 
ground for cake detente. One 


i senior Asean official summed up the 


` Kapitsa mission in two words, “total- 
ly negative." 

In early February, each Asean gov- 
ernment apart from Brunei called in 
| its resident Soviet ambassador to ex- 
. press the group's concern that Mos- 
cow's military supplies to Viet- 
nam fuelled regional tension. Soviet 
military aid to Hanoi allowed the 
Vietnamese to continue their oc- 
cupation of Cambodia, the Soviet en- 
voys were told — in the distant hope 
that Moscow might be persuaded to 
scale down the aid as the price 








terest not just from the 
US but worldwide in 
covering their an- 
niversary. Hanoi's 
Bangkok embassy 
alone has had to 
handle about,500 press 
applications for visas, 
clearly an impossible 
number when inter- 
preters, cars апа 
“guides” have to. be as- 
signed to each news- 
man. The largest 
number of press in Ho 
Chi Minh City at any 
one time in the recent 
past has been about 30, 
and even then the Viet- 
namese authorities 
had problems keeping 
an eye on them. 
Vietnamese security 
officials reportedly descended on the 
city in February to weed out those resi- 
dents considered to be undesirables as 
a precaution before the end-April 
media onslaught. Still, the city may 
bear permanent scars from the sudden 
mass exposure to the free-world media. 


E normal times, each application for 
a two-to-three-week visa to visit 
Vietnam passes through the Vietnam 
Foreign Press Centre in Hanoi to the 
Prime Minister's Office and, theoreti- 


No cigar for Kapitsa 


The touring deputy foreign minister, pushed on the defensive 
in Jakarta and Bangkok, fails to brush up Moscow’s image 


of improving relations with Asean. | 
The ploy obviously did not work. | 


Instead, Kapitsa told newsmen in 
Jakarta, after talking to President 
Suharto and Foreign Minister 
Mochtar Kusumaatmadija, that 
Soviet aid to the Vietnamese was 
mainly economic. 

Kapitsa urged officials in both 
Jakarta and Bangkok either to accept 
Vietnam’s latest five-point Cam- 
bodia proposal or to resign itself to 
the existing situation as a fait accom- 
pli. Analysts say the latest Vietnam- 
ese proposal indicates a significantly 
harder line on Cambodia than previ- 
ous attempts by Hanoi to woo Asean 
into talks on its own terms, perhaps 
reflecting a new Vietnamese smug- 
ness following its recent military suc- 
cesses against the resistance fórces of 
the Cambodian tripartite coalition 
government. 

The main thrust of the proposal is 
that Khmer Rouge leader Pol Pot 
should be "eliminated? politically 











Vietnamese Embassy in Bangkok: join the queue. - 


cally, has to be approved by the Viet- 
namese cabinet. 

This time, with the large numbers 
involved, the system may have been 
short-circuited. But, according to a 
Vietnamese official, those newsmen 
who have proved in the past to be 
“non-negative” in their coverage of 
Vietnam are being treated as a priority. 
The American press in general are the 
No.1 priority, but those who witnessed 
the fall of Saigon in 1975 are given 
privileged status. 


Kapitsa: Asean unconvinced, 





and militarily before any possible 
withdrawal of the more than 160,000 
Vietnamese troops in Cambodia. 
Moreover, while Hanoi would allow 
other coalition leaders such as Prince 
Norodom Sihanouk and Son Sann to 
take part in internationally super- 
vised elections in Cambodia, the 
Vietnam-sponsored People’s Repub- 
lic of Kampuchea would be the only 
officially sanctioned party under a 
poll to be conducted under its own 
constitution. 

The proposal has been ignored by 
Asean. But the Indonesians may have 
been pleasantly surprised by 
Kapitsa's endorsement of Mochtar's 
current attempt to act as middle-man 
between the US and Vietnam to move 
towards a normalisation of bilateral 
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The Foreign Ministry handles West- 
ern press visa applications (the Soviet- 
bloc press have different channels) and 
is apparently eager to exploit the prop- 
aganda value of the anniversary. Secu- 
rity officials in the Interior Ministry 
are reportedly less sanguine in their at- 
titude to scores of foreign newsmen 
wandering around the country. Viet- 
nam analysts believe that those senior 
officials who are encouraging as much 
media coverage as possible may use the 
event to bolster their own domestic 
standing — if it proves successful 

Whatever the political spin-offs for 
Hanoi's leaders, the episode is un- 
doubtedly bringing the country a wel- 
come influx of foreign exchange for the 
country's destitute economy. Those 
travelling to Vietnam have to carry a 
wad of US dollars to pay for their 
hotels, transport, interpreters and offi- 
cial organisation fees. An added bonus 
for Hanoi this time might be an oppor- 
tunity to impose prohibitive charges 
on networks taking their equipment 
out of the country and maybe the 
Vietnamese would like to find ways of 
prevailing on NBC to leave its ground 
station, generator and other heavy 
equipment in a country which so far 
has been bypassed by the technology 
revolution 

In any case, Hanoi must be privately 
viewing the anniversary as a second, 
non-military victory over the Ameri- 


cans п 


In Manila 


Whether you're on business or 
on holiday, you deserve the kind 





relations. This was Mochtar's main 
theme during his visit to Hanoi in 
March. He told the Vietnamese he 
wanted to help settle the issue of over 
2,500 American servicemen still 
listed as missing in action in In- 
dochina which, together with the 
Vietnamese occupation of Cambodia, 
Washington says must be resolved as 
a precondition to normalising rela- 
tions with Hanoi. 

The ostensible agreement between 
Kapitsa and Mochtar may have 
prompted the Soviet deputy foreign 
minister to say later in Bangkok that 
70% of Asean want talks with Viet- 
nam. Analysts believe Kapitsa’s cal- 
culation may have been inspired by 
the fact that Indonesia, with its 160 
million population, constitutes about 
70% of Asean's population. 

Nonetheless, Kapitsa obviously ir- 
ritated Thai Foreign Minister Siddhi 
Savetsila who, asked to comment on 
the statement, responded with evi- 
dent sarcasm that he was only a hum- 
ble Asean minister and the Soviet 
deputy foreign minister would know 
more about Asean policies than he 
did. And summing up what appears 
to be a continuing stalemate in 
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said that there was "nothing new" in 
either the Vietnamese five-point pro- 
posal, or the Soviet approach to the 
region. 
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COMBRST „. 


| Shortening fuse of Zia's 


` Afghan powderkeg 





І Есе military aid to the Afghan ге- 


bels based in Peshawar, Pakistan, is 
expected to top US$500 million this 
year. While serious factional infight- 
ing has already broken out among the 
Afghan groups competing for this aid, 
many Pakistanis are extremely ap- 
prehensive about an anticipated esca- 
lation of the war in Afghanistan. The 
Soviet Union is not expected to take 


«such an escalation lying down and its 
` new leader, Mikhail Gorbachov, has 


already issued to Islamabad Moscow's 
sternest warning to date for its support 
to Afghan rebels. The potential reper- 


` cussions are profound both for Af- 


ghanistan and Pakistan as well as for 
relations between the superpowers. 
The United States CIA will be pro- 


- viding more than US$250 million to 
— the Afghan groups fighting the Soviets 


this year. According to some US press 
reports, the Afghan operation will be 
the largest covert (or not so covert) ef- 
fort since the Vietnam War. Saudi 
Arabia and six Arab Gulf states 
will be providing another estimated 
US$200 million, while China has sup- 
plied arms and money worth an esti- 
mated US$100 million since 1981. 


* More aid can be expected from Afghan 
` support groups based in the US and 


Europe. Much of this cash goes to- 
wards buying Soviet-type weapons 
from Egypt and Israel, while the Arabs 


have increasingly supplied Chinese- 


type weaponry because of its similar- 
ity to Soviet weapons systems. 
Some US senators and congressmen 


` have accused the CIA, Pakistan and 


the Afghan groups of mismanagement 
of funds and even corruption. Sen. 
Gordon Humphrey said mismanage- 
ment has reached “scandalous propor- 
tions." Nevertheless, in the light of 
the collapse of aid to the "contras" 
fighting the Sandinista regime in 
Nicaragua, sentiment in congress is 
favourable to the administration's ar- 
gument that aid for the Afghan rebels 
will make the Soviet presence in Af- 
;ghanistan even more costly and Mos- 
cow more pliable in the Geneva arms 
talks. 

On the ground, however, the situa- 
tion is something different altogether. 
The already bickering Afghan guerilla 
groups have broken out into a renewed 
frenzy of factional infighting. Leaders 
of the three-party so-called moderate 
alliance and the seven-party Islamic 
fundamentalist alliance have 
threatened each other with ambushes 
on their arms shipments into Af- 
ghanistan if one group receives more 


ло 


aid than the other. The largely au- 
tonomous fighting groups inside Af- 
ghanistan have accused the Peshawar- 
based Afghans of stockpiling weapons 
in Pakistan or selling them on the 
black market where they are picked up 
by Pakistan's own fundamentalist par- 
ties such as the Jamaat-e-Islami, or 
separatist groups in Sindh. 

Five years of fighting the Soviets 
have still failed to unite the dozen or 
more Afghan groups in Peshawar, au- 
tonomous fighting groups inside Af- 
ghanistan, or the ethnic minorities in 
Afghanistan who are waging their 
struggle against both the Soviets and 
Pathan domination. There are some 
Pakistani scholars and journalists who 
doubt whether the Afghans have either 
the political will or the military infra- 
structure capable of absorbing such 
huge amounts of aid. 

The fundamentalist groups still have 
no social or political programme for a 
future independent Afghan state even 
though they have the strongest fight- 
ing forces and have been openly aided 
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by Saudi Arabia and the Gulf states. 
The moderate groups, based on largely 
tribal alliances have been aided by the 
West but their desire for a political set- 
tlement with the Soviets — evident by 
their attempts to form a wider group- 
ing nominally led by former king Zahir 
Shah in exile in Rome — and their 
lesser abilities on the battlefield, have 
undermined their influence. The West, 
the Arabs and Pakistan have, for the 
moment at least, ruled out any com- 
promise with the Soviets. 

Recent efforts by the Saudis to call 
for a “grand jirga,” or meeting of the 
fundamentalist groups, in Riyadh or 
Rome have been postponed. It is an 
open secret that diplomats from the 
US, Britain, France, China, Iran and 
Pakistan as well as dozens of ullema 
from the Arab countries have spent 
months of futile effort in Peshawar 
trying to bring the bickering Afghan 
groups together. Their failure is not 
just related to the complex mosaic of 
tribes, sects and ethnic groups that 
make up Afghanistan, but also to the 
often contradictory objectives of the 
individual countries backing the unity 
moves. 






The four rounds of indirect peace 
talks sponsored by the United Nations 
in Geneva, among Afghanistan, Pakis- 
tan and Iran have reached a stalemate 
and Pakistan temporarily called off 
further talks until after elections. The 
nearest the UN came to achieving a 
settlement was in April 1983 when the 
Soviets were reportedly prepared to 
concede on the withdrawal of troops, a 
united front regime in Kabul and the 
return of the Afghan refugees. Some 
American journalists speculated at the 
time that US, Chinese and Arab pres- 
sure on Pakistan prevented Islamabad 
from accepting the settlement. 

Since then the Soviets have ap- 
peared even more obstinate, and intel- 
ligence reports point out that the 
110,000 Soviet troops have been in- 
creased to 150,000 inside Afghanistan 
over the past six months. Therefore, it 
is now clear that international efforts 
for a peace settlement are at a total 
standstill, while efforts have found- 
ered to unite the Afghans and raise 
their level of political and military re- 
sistance to force the Soviets to the 





peace table. Massive injections of 
money and weapons will not succeed 
where the will to unite is weak. 


here does all this leave Pakistan? 

The war in Afghanistan has creáted 
numerous and intractable problems 
for the military regime of President 
Zia-ul Haq. Since September 1984 
there have been 38 violations of Pakis- 
tan's air space by the Afghan air force 
resulting in 200 civilian deaths in the 
North-West Frontier Province. The 
Afghan security agency, Khad, has 
also been responsible for numerous 
sabotage attempts on Pakistani soil, as 
it takes advantage of the divided re- 
sistance movement. 

Pakistan's defence on its porous bor- 
der with Afghanistan remains highly 
flimsy, despite the injection of some 
US$2.5 billion worth of weaponry ac- 
quired since 1980, financed by credits 
from both the US and some Gulf states. 
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Pakistan still has no developed mili- 

tary infrastructure on its border with 

Afghanistan as it has on its border with 

India. In February, two US Hawkeye 

E2C flew test flights along the Afghan 

border while: Islamabad is reviewing 

an option to purchase them as an effec- 
tive spy-in-the-sky radar cover. 

`. However, the Pakistani military re- 

mains hugely overstretched. The two- 

corps headquarters in Quetta and 

Peshawar covering the Afghan border 

are neither adequately manned nor 
armed to meet Soviet hot-pursuit raids 
into Pakistani territory. The bulk of 
the army remains poised along the In- 
dian border where, despite attempts by 

Zia to talk peace with Indian Prime 
Minister Rajiv Gandhi, serious ten- 

sions still remain. There has been criti- 
cism in the US Congress that arms pur- 
chases by Pakistan are more suited.to 
the plains warfare with India, than the 

mountain warfare needs of the Afghan: 
border. 

Zia has said in an interview that 
the army also has military training and 
advisory groups in 26 countries in.the 
Middle East and Africa. According to 
the Institute of Strategic Studies, Lon- 
don, Pakistan also has some 30,000 

_ combat troops in Saudi Arabia and the 


| ASSESS PEEL A ORCC SSIS a : 


€ If the Americans, Chinese; | 
Arabs and Pakistanis were . 
willing to put as much effort 
into peace negotiations with 
the Soviets as they have into 
fuelling this war, we could have 
| a peace settlement 
tomorrow. 9 








Gulf states, a statement Islamabad de- 


nigs. 

‘The Pakistan military’s most serious 
over-extension of the military is 
within the country itself where martial 
law is still in force despite recent non- 
party elections. The military is playing 
an extensive role in the bureaucracy, 
the. foreign service, public corpora- 
tions, police and private industry. 
Such huge commitments — against In- 
dia, in the Gulf and inside the coun- 
try;— make. its posture of defiance 
against the Soviets and the Kabul re- 
gime less credible nomatter how many 
sophisticated weapons the US is will- 
ing to supply. 

Pakistan also faces an acute and 
highly complex problem with about 
3 milion Afghan refugees on its 
soil... Hundreds of thousands of 
Afghans have taken up permanent re- 
sidence in Pakistan, bought property, 
‘set up businesses, carry Pakistani 

¿passports and, not least, help channel 
-drugs.to the West, The military regime 
so far has. successfully curtailed any 





tne 


major outbursts of violence between 
the Afghans and locals though, as | 


| bloody affair. 


















Pakistan's economy comes under pres- 
sure, this equilibrium cannot be main- 
tained indefinitely. The Afghan war 
has led to an unprecedented influx of 


` weapons into Pakistan. 


A Chinese-made Kalashnikov as- 


| sault rifle, or AK47, is available in 


Peshawar or Darra. for Rs 19,000 
(US$1,225), down from its Rs 30,000 
price a year ago. Fundamentalist Is- 
lamic cadres openly go around fully 
armed. In the recent elections candi- 
dates forthe Jamaat-e-Islami canvass- 
ed the electorate with half a dozen 
bodyguards, each, armed with AK47s 
and hand grenades. There was little the 
authorities could do to stop them. In 
the provinces, arms are also reaching 
separatist and tribal groups who, for 
decades, have voiced their grievances 
of what they. consider “Punjabi domi- 
nation.” If there is any future explo- 
sion in Pakistan, the easy availability 
of.arms, and money from the illicit 
drugs trade, will make it an extremely 


s has been stressed, Pakistan's re- 
lations with India cannot improve 
until there is. a settlement over Af- 
ghanistan which should then reduce 
Pakistan's arms purchases -- the 
major issue.at dispute between New 


Delhi and Islamabad. One can hardly 


the Soviets to tolerate for long 
sees as Pakistani compliance 
$$500 million worth. of aid to 
the Afghan rebels. As long as there are 
no future indirect: talks scheduled in 
Geneva, one can expect Soviet eross- 
border raids, bombings and disruption 


| among the refugees to increase sub- | 
„stantially. 


One ; Pakistani. scholar. said , re- 
cently: ^If the Americans, Chinese; 
Arabs.and Pakistanis were willing to 
put as much effort into peace negotia- 
tions with the Soviets as they have into 
fuelling, this war, we could have a 
peace settlement tomorrow." 

If the Afghan rebels are successful in 
escalating the war with the Soviets 
with the influx of new weapons, then 
the Soviets are almost certainly going 
to escalate tensions with Pakistan. Not 
only.are the Afghans based there, but 
Pakistan is the most visible target, 
while its close links with Washington 
will enable the Soviets to increase 
superpower rivalry in the entire re- 
gion. With the US dominating Central 
America and a stalemate in the Middle 
East.with US-Israeli hegemony over 
the area, the most explosive region in 
the world today is South Asia. Unless 
peace, talks. over Afghanistan start 
again soon, the confliets in South Asia 
could.lead.to a hot. war between the 
superpowers, and Pakistan апа Al- 
ghanistan could be the first victitus. 
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for power - 


The territory's non-civil 
servant leaders begin 
the race to the top 


By Emily Lau in Hongkong 
olitics have finally arrived in 
kong. In March, 237 people 


first territory-wide 
the dust had settled, groups sk 
as political parties had begu 
pare for upcoming elections М 
councils. A party led by an 
and Legislative councillor was 
and others are expected to 
soon. 
Inthe past, the government 
cited the lack of politic ) 
tion here as опе reason for Н 
Most of the territory s im 


governor appoints lay 
"unofficials" because they arene 
servants, to the Executive © 


adviser 


lease wit па о! 
expires, the appointment 
be phased out. In the next. i 
Umelco is to fill the p 
by the British withdraw: 
Legco members will be e 
ring Peking's interference, 
replace Exco as the highest p 
ing body in Hongkong. 

Umelco member Lydia Dunn, € 
described by à London n« 
"the most powerful woman in Но 
kong," said Umelco's role in the 
sition period is to avoid ү 
which she describes as unpr 
and destabilising. “Since 
soon to become the government 
important that it works in sug 
as to command confidence an 
of all sectors of the community. T 
will minimise the need for grot 
formed to fight for their intere 
said. 

Unofficials may not want 
tion, but faced with political 
ambitious Umelco members 
begun jockeying for positions intl 
ture government. The newly 
Progressive Hongkong Sc 
is led ру Exco and Leggo u 
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Maria Tam and Urban “Councillor | calan 


Philip Kwok, who is also chairman of 
the Wing On Holdings conglomerate. 
The PHS is backed by some of Hong- 
kong’s oldest and most influential 
families: the Tungs of Orient Overseas 
Holdings; the Fungs of Fung Ping Fan 
& Co.; the Lees of Lee Hysan Estate 
Co.; the Chars of China Dyeing Works, 
and the Los of Great Eagle Co. Their 
involvement marks the entry of weal- 
thy local Chinese into politics. Because 
of sensitivity here to the word “party,” 
Tam has repeatedly denied that the 
PHS is a political party. But Umelco 


leader Sir Sze-yuen Chung has no such | 


reservations: “Of course it is a political 
party. There is nothing wrong [with 
that]. I told her she protests too much.” 


B esides Tam, three other Legco un- 
officials, Allen Lee — a Chung pro- 
tégé — Selina Chow and Stephen 
Cheong, called "The Three Musketeers, " 
are planning to form 
their own political 
party. Like Tam, Lee 
has been courting 
other unofficials, dis- 
trict board members, 
businessmen, indus- 
trialists, professionals 
and local members of 
the Chinese People's 
Political Consultative 
Conference as an indi- 
rect way of gaining 
China's endorsement. 

Although China has 
repeatedly said it will 
not interfere with 
Hongkong’s adminis- 
tration before 1997, it 
is monitoring all 
developments closely. 
Chinese officials want 
to improve relations 
with Umelco because 
they recognise the un- 
officials’ important 
roles in the transition. 
During the Sino-Bri- 
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balance the potential force of an 
elected Legco, the governor has been 
given the power to dissolve Legco, a 
power not thought necessary under the 
present system 

A Umelco member said “this is done 
for the sake of prudence, in case there 
is an utterly uncooperative Legco, the 
governor can dissolve Legco and call 
fresh elections. The British Govern- 
ment must retain ultimate control 
since it is accountable to China for the 
prosperity and stability of Hongkong,” 
until 1997. 

On future developments within 
Legco, Chung said small political par- 
ties will try to out-do each other. “They 
will learn the bitter lesson that the 
government will use the divide-and- 
rule tactic, and none of them will 
achieve anything. After that, a leader 
will emerge to unite the different fac- 


i í E 
Chung; Tam; Cheong; Chow; Lee; Dunn: politics, protégés and parties. 






ae iy constituencies. To 








'lals ; ume nts of the govern- - 
ment." Another unofficial compares 
them to “concubines, to be discarded 
when our service is no longer re- 
quired." 

Albert Ho of the Hongkong Affairs 
Society said Umelco is window-dress- 
ing for consultative government. One 
weakness of the appointment system is 
that many unofficials cherish their 
special status and dare not challenge 
government for fear of not being reap- 
pointed. “Umelco is a homogeneous 
club which does not represent or re- 
flect the wishes of the community. In 
view of the political changes, unoffi- 


| cials who want to stay in the political 


arena should change their image to be 
more critical of government policies 
and be more responsive to public 
needs," Ho said. 

Another group of social critics, the 
Hongkong Observers, warned of the 
dangers of discrediting Umelco, since 
Hongkong may end up 
with a political vac- 
uum if it cannot find a 
viable alternative. 
"The Umelco institu- 
tion has become and 
will be the dominant 
political force . . . Н 
must be the Hongkong 
voice and give the 
community a sense of 
direction by positive 
action in pursuit of 
self-administration, " 
the Observers said 

Until the mid- 
1970s, Umelco was 
the most exclusive 
club in town. In 1976, 
the governor created 
eight new unofficial 
posts and filled two of 
them with people 
from relatively hum- 
ble backgrounds. 
Until then, service on 
the councils was un- 
paid. Now members 











tish negotiations, re- 
lations between Umelco and Chinese 
officials were strained at times. 
Umelco members had asked for the 
continuation of British administration 
after 1997 because they had no faith in 
China’s promises. While the Chinese 
and the unofficials may be ambivalent 
towards each other, they realise they 
have to work together. 

Speaking at a dinner given by 
China's Xinhua newsagency, Peking's 
unofficial but influential representa- 
tive in Hongkong, Chung said: *The 
role of unofficial members of Legeo 
will gradually change. They will move 
from advisers to the government to be 
come thegovernment's policvmakers 


Whether unofficials decide to play a | 


leadership role or not, there is little 
doubt their traditional function as 
government advisers will change. In 
September, 24 unofficials will be indi- 
rectly elected to Legco via geographi- 


44 





tions into a powerful party, which will 
dominate the legislature and 
policymaking in Hongkong,” he said. 
Under the present system, unoffi- 
cials have the right of access to govern- 
ment files and senior government offi- 
cials, and the right to challenge a gov- 
ernment department’s actions. Secre- 
tary for Administrative Services and 
Information Peter Tsao said the unof- 
ficials exercise these rights “fre- 
quently and robustly.” All Legeo unof- 
ficials are on the finance committee, 
which approves government expendi- 
ture. They also scrutinise legislation 
and monitor government performance 


B ut power now rests with senior civil 
servants, who initiate and formu- 
late policies, and ultimately with the 
governor, whose assent is needed for 
bills passed by Legco before they be- 
come laws. Lee described the unoffi- 





are entitled to an al- 
lowance of up to HK$9,500 (US$1,213) 
a month. In view of the increasing 
workload, part-time unofficials may 
soon be a thing of the past. In Sep- 
tember, the unofficials will receive pay 
and expenses so that they can devote 
more time and attention to their duties 
as councillors. 

One frequent criticism levelled at 
the unofficials is that they try to pre- 
sent an appearance of unanimity be- 
tween themselves and the government 
Lawyer Peter Wong, one of the eight 
unofficials appointed in 1976, said 
Umelco has no party line and does not 
attempt to aet as an opposition party 
The unofficials like to iron out their 
differences in private, and that some- 
times gives the impression that they al- 
ways agree with the government 

Former director of home affairs John 
Walden, who has worked with the un- 
officials for 30 years, views it diffe- 
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terior — in the interests of prosp 
and stability. Others do not want to 
jeopardise their chances of honours by 
offending those who bestow them — 
the civil servants.” 

Wong said many unofficials are de- 
dicated and hard working, but some 
are after honours and promotion to 
Exco. Lee said the minimum honour an 
unofficial can expect is an OBE (Of- 
ficer of the Order of the British Em- 
pire). A note scribbled by one unoffi- 
cial. to an influential official in a Legco 
meeting revealed his heart-felt expec- 
tations: “I have been in social, public 
and charitable work for almost 20 
years. Not even a BEM [British Empire 
Medal]." 

At present, there are 34 unofficials 
serving on either Legco or Exco. Of 
these, five sit on both councils. One 
senior unofficial, lawyer Lo Tak- 


| ity: 








ngko 
regard 1997. Lo was the only unoffi - 
cial to have resigned over Britain’s 
handling of the 1997 issue. In October 
1982, Chung, described by a local news- 
paper ав “foolishly loyal” to Britain, 
threatened to resign when Britain de- 
cided to keep from Exco information on 
the progress of the Sino-British talks. 
London relented in that case. 


E July 1982, Legco's finante com- 
mittee made two decisions which 
were described as “purely political.” On 
2July, it agreed to contribute £2 million 
(US$2.5 million) to the South Atlantic 
Fund, set up for the benefit of British 
servicemen and civilians killed or in- 
jured in the Falklands War. The deci- 
sion attracted widespread criticism. 
One unofficial said Umelco was preoc- 
cupied with 1997 and had hoped that 
“if Hongkong made а пісе gesture to 










| level, it was only à token.” 





called a bribe, but on a govern 
























In thé same month, the finance co 
mittee decided to pay HK$1.495 bill 
to buy back 52 million ft? of 1 
which the government had sold for! 
than HK$600 million to a private c 
sorfium headed by China He 
the state trading. agency of Chi 


bering the онат gul 
vastly expensive and unsuce 
speculative investment. 

In December 1983, Governor 5) 
ward Youde told a Umielco me 
that British administration w 
cease after 1997. The new 
with shocked silence — two 
broke down completely. But t 
mation was kept from the gene 














service in a dynamic 
economy is the 
winning combination 
. that assured our 
growth into a city 
bank of Japan. 
And now we're . 
developing into 
an international 
financial complex. 
Perhaps more than 


Friendly and efficient 
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ky led 
. Friday 1984. On all these occasions, the 
.. unofficials did not see the need to di- 
. vwulge any information nor explain 
| their actions to the Hongkong people. 
_ In April 1984, when an Exco unoffi- 
— Cial was asked for her views on a con- 
__ troversial education report, she said: 
—— “My views are reserved for the govern- 
mm or." 
n In May 1984, a Umelco delegation 
_ went to London to lobby parliament. In 
a manifesto, they asked parliament not 
to ratify the Sino-British joint declara- 
tionuntil the basic law, Hongkong's fu- 
Г ture mini-constitution, had been 
drafted. They also wanted Britain to 
maintain a residual presence in Hong- 
kong after 1997. Many people, includ- 
—— ing those in the chambers of commerce, 
opposed these proposals. 
E In London, the manifesto was criti- 
4 





cised by former Hongkong governor 
— Lord MacLehose as “ill-considered 
- апа badly timed." An unofficial 
— told the Hongkong news media that 
—— MacLehose had a record of stopping 
—  unofficials from taking issue with the 
| Foreign and Commonwealth Office 
— when British and Hongkong interests 
- clashed during his time as governor. 
_ This kind of information would never 
—— have come out had MacLehose not fall- 

- en out with the unofficials. 
"Because the government operates 
_ În secret, when unofficials are admit- 
n ted to the inner sanctum of Umelco, 
- they quickly learn to see things in the 
— way civil servants do because they are 
| privileged partners to the information 
— on which civil servants base their 
policies and decisions,” Walden 

_ explained. 


_ fin the Legco debate on the Sino-Bri- 
lish declaration in October 1984, 
many unofficials expressed deep reser- 
= vations. Despite their worries, all but 
_ two of them supported it, instead of 
commending it subject to amendment. 
Even Chung said some of his unofficial 
- colleagues have double standards. 
“Some of them give one version [of 
` their position] to the public and 
+ another version to the government. 
| Such people should not be taken seri- 
` ously,” he said. 
The effectiveness of Umelco, some 
| unofficials said, can only be seen on big 
issues, such as the taxi strike in 
January 1984, which led to rioting and 
- looting. In a Legco debate which fol- 
_ lowed the strike, all 24 unofficials 
- voted against the bill. Dunn said 
- Umelco's solidarity is its strength, but 
= it can only use it sparingly. If not, it 
will lose its credibility. 

Another test case for the unofficials 
comes up later this year when Legco 
i debates the controversial Trial of 
Commercial Crimes Bill in which the 
government seeks to abolish the jury 
system in complicated commercial- 
crime cases and replace it with a panel 
of appointed “experts.” 
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A series of defections from other opposition parties 
has given the NKDP substantial powers in parliament 


By Shim Jae Hoon in Seoul 


T the deepening concern of the gov- 
ernment, South Korea has witness- 
ed the emergence of the largest par- 
liamentary opposition in recent his- 
tory. A series of major defections of as- 
semblymen-elect from the moderate 
opposition Democratic Korea Party 
(DKP) has turned the hardline New 
Korea Democratic Party (NKDP) into 
a political behemoth capable of effec- 
tively checking and balancing the gov- 
ernment of President Chun Doo Hwan. 

For the DKP, launched more than 
four years ago, it has been an incredi- 
bly rapid process of disintegration. On 
29 March, five days before the defec- 
tions, Chough Yoon Hyung, 52, had 
been elected its new president. 


The two Kims: behind the scenes. 





Chough, a four-term member of the 
House, was defeated in the February 
national-assembly ^ elections. The 
party, despite its poor showing in the 
election, had collected nearly 20% of 
popular votes, snatching, in the pro- 
cess, 35 seats in the 276-member as- 
sembly. 

And yet, between 3 and 4 April, a 
total of 29 DKP legislators-elect de- 
serted the DKP in favour of the NKDP, 
led, behind the scenes, by dissi- 
dent leaders Kim Dae Jung and Kim 
Young Sam. That left only six members 
manning the DKP fort, including Yoo 
Chi Song, its erstwhile leader who 
was widely criticised for seeking ac- 
commodation with Chun during the 
previous term of the single-chamber 
house. a І 

Starting the whole stunning process 
was Kim Young Sam, who apparently 
sought to pre-empt any goverriment 


move to block the DKP from merging 
with the NKDP. Such a merger was the 
NKDP's election pledge. Kim's idea 
was to fashion a strong opposition 
rampart to press Chun into accepting a 
direct presidential election system by 
1988, when his term is to end. 

Chough, on the other hand, was 
dragging his feet, demanding a merger 
based on “equal footing, party to 
party,” and not agreeing to DKP mem- 
bers individually joining NKDP. The 
showdown came on 2 April when Kim 
successfully persuaded some 20 out of 
35 DKP parliamentarians to defect. 
Chough's choice was to sit back and 
watch his party crumble, or im- 
mediately agree to an *unconditional 
merger" to stop any more defections. 

Chough chose the latter course, but 
it was too late to stem the tide. By 4 
April, the NKDP, helped further by a 
few defections from the Korea Na} 
tional Party, a third minority group 
supportive of programmes of the late 
president Park Chung Hee, had swol- 
len its representation to 102 seats in 
parliament. That was substantially 
more than the 92 required to call the 
new parliament into session whenevér 
it liked, without agreement from 
Chun's ruling Democratic Justice 
Party (DJP), which has a majority with 
148 seats. 1 

The NKDP's numerical strength of- 
fered little comfort to the government, 
asit was now capable of submitting — 
if not pushing through — bills of no- 
confidence against the cabinet.o Tt 
could also prevent the ruling party 
from pushing through a constitutional 
revision not favoured by the opposi- 
tion. | 

One irony of the whole thing was 
that neither Kim Young Sam, nor Kim 
Dae Jung who had also helped to bring 
about this sudden development, is offi- 
cially a member of the NKDP. While 
Kim Young Sam was barred from run- 
ning in the February election, Kim Dae 
Jung has not yet been pardoned from a 
20-year prison sentence on. sedition 
charges, He is not under arrest, but 
neither is he free to engage in political 
activities. | 

And yet, it was these two figures — 
enjoying the unquestioned prestige 
and authority as chief opposition lead- 
ers — who successfully engineered the 
DKP's collapse. Now; the question is 
whether they will live up to ‘their 
pledge to refrain from rivalry and con- 
centrate their efforts, through the 
newly energised NKDP, on fighting for 
democratic reforms. 5G B 
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Asia houses over half of mankind. Everyday events are 

"happening here that not only shape Asia's future but 
affect the entire world. Asia 1985 Yearbook covers 
these events, compiles analyses and interprets them. 
No businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In Its 26th Edition 

The Asia 1985 Yearbook, celebrating its 26th anniver- 
sary, is bigger and more comprehensive than ever 
before. Matching the rapid pace of Asian development, 
we have gone into greater detail, with deeper insight, to 
produce a book that anyone who has any dealings with 
Asia should have on the bookshelf. 


Features 

The Asia 1985 Yearbook includes a newcomer to every 
chapter — the Databox which gives an instant glance of 
essential data. You will find familiar chapters and fea- 
tures as well: a Regional Round-up, The Power Game, 
Population, Development Banks, Asian Finance, Asian 
Investment, Commodities, Energy. Aviation, Shipping, 
Trade & Aid, West Asia, South Pacific and Asian 
Organisations. 


The main body of the book contains chapters on 31 
countries. Each is divided into 3 sections — Politics/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging irom Afghanistan through China, to 
Korea and Japan, down through the Philippines to 
Australia and New Zealand and then back to Pakistan 
via India, Indonesia, Singapore and Malaysia. 


As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, 
including a full military profile of every country. Each 
country has a new map to go with its chapter. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from market poten- 
tial. and popuaton trends to foreign aid involvements 
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and social and cultural landmarks. Each section has 
also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. + 


How We Did It 
Published by the Far Eastern Economic Review, th 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Review's correspondents - 
provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canbe 
and virtually every area of interest throughout Asia. This: 
leading team of writers, analysts, experts and researc 
staff contribute (as they have regularly for 26 years) to - 
keep the Asia Yearbook pertinent. To give you Asi а, 
minus the mystery, minus the myth. То give you Asia а 


СА 
only the Far Eastern Economic Review сап. +A 


A3 


Soft Cover: HK$170/US$21.95/£20/S$49.50/M$56.50 
Hard Cover: HK$200/US$25.95/£23.75/S$58.50/MS67 ١ 
For airmail delivery, please add: 
HK$45/USS$6/£5/S$13/M$15 
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To: Publications Division 
Far Eastern Economic Review 
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By Suhaini Aznam in Kuala Lumpur 


| n wealthy Sabah, election stakes are 
_ Wexceptionally high. The victors walk 
— away not only with prestige and 
|. power, but with access to the state's 
hefty coffers too. It is for these reasons 
| that no fewer than 220 candidates аге 
— vying for 48 state assembly seats in a 
— snap election scheduled for 20-21 
-— April. 
- Ever since 17 March, when the elec- 
— tions were announced, a year before 
they were due, party crossovers, inter- 
party attacks and counter-attacks and 
even painted dogs bearing party names 
ib have marked the candidates’ cam- 
ы paigns. In the run-up to what promises 
— to be an exciting election, the four 
— main issues — illegal immigration, the 
proposed ceding of thriving Labuanis- 
we d to the federal government, race 
_ and religion — all seem to have takena 
_ back seat to the inter-party struggles. 
— — Despite the number of candidates, 
— however, only those from three parties 
— are viable contenders: the multi-ra- 
аа, ruling Berjaya Party, a compo- 
— —nent of the ruling National Front coal- 
ition, the predominantly Malay and 
Muslim United Sabah National Or- 
$ | ganisation (Usno), which ruled Sabah 
for 10 years before being toppled in 
А 1976, апа newcomer Parti Bersatu 
| Sabah (PBS — Sabah United Party), 
— the theoretically multi-racial, but de 
"facto Kadazan-based opposition party, 
_ the recent birth of which prompted 
a the snap election (REVIEW, 21 Mar.). 
x i "The Kadazan are a Sabah ethnic group. 
ı Each of the three is led by a powerful 
Band colourful figure, and each has 
E. strong drawing power. Incumbent 
_ thief minister and Berjaya president, 
—— Datuk Harris Salleh, can promise gov- 
D ernment positions and party spoils in 
the form of business licences and 
timber concessions in exchange for 
| support But Usno's leader, former 
_ chief minister and Berjaya president, 
- Datuk Harris Salleh, can promise gov- 
dir m loyalists and draws king-makers to 
s legendary, inexhaustible personal 
ше. And PBS’ Datuk Joseph Раїгїп 
. Kitingan, the hero of the Kadazan and 
man Catholic community, is riding 
1 Eigh on opposition fervour as the only 
- candidate with a so-far untainted re- 
сога (REVIEW, 14 Mar.). 

Berjaya is contesting all 48 seats, 
Usno 43, and the PBS 45. The four 
other parties in the race are very small, 
two of them led by friends of Kitingan. 
The two, the United Pasok Nunuk- 
ragang National Organisation, con- 
testing nine seats, and the United 
Bumiputra People's Party contesting 
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E Politics of money 
› х The dollar speaks louder than party ideologies in the 
` run-up to state assembly elections in wealthy Sabah 


37, are reputedly sympathetic to Kitin- 
gan — more so since he is considered 
the front-runnef against Harris. A for- 
mal pact among the two parties and the 
PBS fell through. 

The two other opposition parties are 
the United Sabah People's Action 
Party, which is fielding 16 candidates, 
and the peninsula-based Democratic 
Action Party, putting up three candi- 
dates. Wary since the opposition 


Ld 
H 
E 
i 
z 
2 





Sabah Front flopped in 1981, each 
party is going it alone this time. But 
their disarray may prove to be Ber- 
jaya's triumph, as opposition votes are 
split several ways. 


ineteen independents have also join- 
ed the fray. However, some cynics 
say they will be bought by the front- 
runners before the election, or by the 
winners later.: Dollars often spéak 
louder than ideology in Sabah — a fact 
which largely explains the prolifera- 
tion of opposition parties just before 
elections and their speedy demise im- 
mediately afterwards. Moneyed cam- 
paigns are an open secret. Harris him- 
self once claimed that an opposition 
party tried to buy over a state as- 
sistant minister for about M$1 million 
(US$396,825). ' 
Ambition prompted other moves, 


Development 
Datuk Yahya Lampong — one of two 
prominent Malays in the party who 
had been tipped to succeed Harris — 
has quit Berjaya to join Usno. Apart 
from reflecting Yahya’s ambitions, the 
move also demonstrated Usno’s new 
credibility in that the party is now able 
to attract leading lights from Berjaya. 

A toothless tiger for nine years, Usno 
is now ready to leap back into the 
power arena, observed a member of a 
rival party. Mustapha not only re- 
turned from his usual domicile in Lon- 
don to contest the election but, sources 
said, promptly bought a small fleet of 
land cruisers to assist him in the cam- 
paign. His undeniable presence now 
has forced his critics to swallow their 
epithet of “leadership by remote con- 
trol.” 

But the most notable sign of an ex- 
citing election is the conspicuous ab- 
sence of the Sabah Chinese Consoli- 
dated Party from the electoral line-up, 
a seasoned Sabah politician said, Since 
Chinese votes have often been decisive, 
the absence of a Chinese-based party 
means that the Chinese community's 
16% vote must already be pledged to 
one of the existing parties. A Sabah 
Chinese said this time the Chinese vote 
will go to the PBS. 

If true, this could mean a tough bat- 
tle for Harris, despite his bravado. Ber- 
jaya's own 1981 election post-mortem 
listed 21 seats as predominantly Mus- 
lim, 11 Kadazan, six Chinese and four 
Murut, another local ethnic group. The 
other six seats were mixed seats, where 
a balance was struck between Chinese 
and Muslims, or Chinese and Kadazan. 

This time, a recent constituency re- 
delineation exercise throughout Ma- 
laysia has altered some of the old lines, 
increasing uncertainty among party 
strategists. Harris will have to wrestle 
with Kitingan for the 11 Kadazan 
seats, which went en masse to Berjaya 
in 1981. Thus, even if Harris sweeps all 
Muslim, Murut and marginal Muslim- 
Chinese seats — a difficult proposition 
since Usno won three Muslim seats 
even during its abysmal performance 
in 1981 — he still needs Chinese votes 
for a convincing victory. If he does not 
win the Chinese vote, the PBS will be 
almost equally matched against him as 
far as numbers go. 

As with its neighbour, Sarawak, 
Sabah is a state with independent re- 
sources and growth potential. In addi- 
tion, as one of the two newer members 
of the federation, once coveted by 
neighbouring Indonesia and the 
Philippines, Sabah is accorded tacit 
kid-glove treatment by the federal 
government. Thus Sabah’s chief minis- 
ter wields more clout than other state 
chief executives, save perhaps 
Sarawak's. And Harris now wants to 
stay on as the state's leader despite his 
suggestion in 1983 that he would retire 
when he turns 55 in 1986. п 
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Bombs, flags 
and dollars 
in Okinawa 


By lan Buruma in Naha 


hen the great 18th-century Bri- 

tish explorer Basil Hall told 
Napoleon about a kingdom in the East 
which maintained its independence for 
three centuries without an army, 
Napoleon’s view of the world was 
momentarily shaken. Hall was refer- 
ring to the kingdom of the Ryukyu Is- 
lands, which form an arc between 
Taiwan and Kyushu, the southernmost 
of Japan's main islands. Today, the 
Ryukyus, no longer independent, but a 
prefecture of Japan, are known as 
Okinawa — the name of the biggest 
island. 

Exactly 40 years ago the once peace- 
ful island group was the scene of one of 
the bloodiest land battles in the Pacific 
War, which lasted about four months 
and during which more than 150,000 
civilians (roughly one-third of the 
population) died. Since 1945, Okinawa 
has been the home of some of the 
largest United States bases in the 
world, frequented at one time or 
another by B-52 bombers and sub- 
marines armed with nuclear missiles. 
Some 20% of the main island of 
Okinawa is still occupied by US mili- 
tary installations, such as Kadena, the 
biggest American fighter base in Asia. 

No wonder, then, that the lively local 
newspapers which, unlike in the rest of 
Japan, are much more widely read 
than the national newspapers, appear 
to be obsessed with three topics: the 
bases, the traumatic war experience 
and the Okinawan identity vis à vis 
Japan, or the hondo (mainland), as it is 
more commonly known. All three sub- 
jects are, of course, related. 

In 1945, the Battle of Okinawa was, 
in fact, less a battle than a mass- 
suicide action. Militarily, there was 
nothing much the Japanese could do to 
stop the Americans from landing — in 
October of the previous year, the capi- 
tal city of Naha had been demolished 
by American bombers. What few air- 
craft the Japanese had left to attack 
the American naval task force, were 
withdrawn to Kyushu to defend the 
mainland. 

And instead of putting Japanese 
troops in the middle and northern 
parts of the main island of Okinawa to 
defend the airfields and fight a guerilla 
battle in the jungle, the bulk of the Ja- 
panese forces — including 14-year-old 
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local boys — were stationed in the dense- 
ly populated south; the Japanese 
were afraid that the Americans might 
ignore guerillas in the jungle and go 
straight for the Japanese mainland. 
What Japan wanted from Okinawa 


was clear from then prime minister | 


Kentaro Suzuki's speech to the troops 
and citizens of Okinawa on 26 April 
1945: "The enemy is increasingly 
frightened of the majestic power of our 
special weapons, the human bullets. It 
is clear that the enemy will shrink from 
our special Japanese strategy. I expect 
all of you to use this holy weapon to 
win a certain victory ...a victory in the 
battle of Okinawa will smash the igno- 
ble aims of the enemy . .." By forcing 
the remaining troops on Okinawa and 
the roughly 400,000 civilians to make 


the supreme sacrifice, the Japanese | 


central command hoped to win time 
for the mainland. 


he most famous, because it was the 

most symbolic, event in the Battle of 
Okinawa was the mass suicide of 329 
villagers on one of the Kerama islands 
The people were rounded up by the Ja- 
panese military and told that they 
would be in the way when the Ameri- 
cans landed and, besides, would take 
food away from the soldiers. They were 
ordered to kill themselves, for which 
purpose 52 hand-grenades were pass- 
ed round. Those who survived the ex- 
plosions were forced to kill their own 
families and friends with razor-blades 


| 


So the nightmare many had feared | 


would come to pass on the mainland —* 
a nightmare which provided some of 
the rationale behind dropping the nus 
clear bombs only happened in 
Okinawa. The surviving Okinawans 
were not pleased. The contrast be» 
tween Japaneses soldiers, who had @ 
habit of executing Okinawans as 
“spies,” and the Americans who 
brought food and relief to the starving 
population, was obvious to all. The US 
forces were initially regarded as 
liberators; an image the Americans 
busily. cultivated in their propaganda 
efforts. Japan was a country of war— а 
traditional image in Okinawa ever 
since it was invaded by the Shimazu 


clan in 1609 and forcibly incorporat- 
ed in the Japanese empire in 1879; 
America was a country of freedom and 
peace 

Gen. Douglas MacArthur said im 
1947 that "Okinawa is our natural 
border. No Japanese will object to 
America retaining Okinawa for the 


simple reason that Okinawans are not 
Japanese..." Many Okinawans agreed 
with him. To distinguish themselves 
from the Japanese, they liked to usethe 


English word “Japanee” when refer- 
ring to mainlanders 

Proud of their long history and bitter 
about the wal large number of 


Okinawans dreamed of independence. 
They were not only encouraged in this 
by the Americans, who spoke sweet 
words of democracy, but also by left- 
wingers on the mainland. The Japan- 
ese Communist Party sent à telegram 
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ich dreams jos about five years, 
T China. "was lost" in.1949.and the 











ernment decided to transform 


nce. While Japan was handed back 
952 to a freely elected Japanese 
ernment — after signing a Peace 
with the US the year before —- 
awa remained firmly under Ame- 
n. control, albeit as a United Na- 
ns Trust Territory. 

















































ras only then, in the early 1950s, 
hat many Okinawans sought to be- 
me part of Japan again. People felt 
rayed by the Americans who had 
rted with ideals of democracy and 
up using bulldozers to push 
ers off their land to make way for 
Ses — sparking off huge anti- 
can riots in 1956. A new Okina- 
litical party, the Okinawa 

Taishuto (Social People's 
PP), was constituted in 1950. 
im was reversion to Japan, a 
renough goal to make the SPP 
the main political parties on 
awa. 
lefinite use of land, after paying 
he Okinawan owners thought 
risibly low lump sums, was one of 
yain issues. Another was the ques- 
of jurisdiction. Crimes committed 
merican soldiers against Okina- 
such as rape, violent attacks, 
age to property and even murder, 
‘ied in US military courts. Many 
wans felt that these trials — if 
at all —— were unfair and that 
ican offenders tended to go scot 
American rule made Okinawans 
hat they had been robbed of any 
rol over their own native land — à 
ng ‘made stronger by the obvious 

а1 апа physical differences be- 
he rulers and the ruled. 
ally, for a people who had suf- 
inturies of discrimination, re- 
on to Japan became a crucial ele- 
in the Okinawan identity. One 
understand the political and eco- 
e reasons: Okinawa could not 
ly Survive on its own, nor did it 
he political clout to fight for in- 
dence against US military in- 
ultural reasons are harder to 
many Okinawans living in 
ii and the US were much opposed 
version and still have negative 
s towards Japan. 

possible that a cultural identity 
common history, language and so 
'eànnot survive without politi- 
power to back it up. If so, this casts 
oubts on the futures of, say, Cam- 
odia or Afghanistan. In any case, 
pan was the only political power to 
urn to as a counterweight against the 
IS. In other words, if Okinawans did 
ot want to ‘become Americans, they 
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à into a.bastion of East Asian | 
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| (fukki undo). 


unate fact of separa- 
from..Japan, ме 
are in danger of losing 
our national consciousness, 
which developed from 
roots in a common 
culture, a common history 
and a common desire to 
build our ideal state," 
wrote one activist of the 
“reversion movement” 





‘Main gate at Kadena: cultural fears. 















It is no coincidence that school- 





| day Chinese who lay all their ills at the, 


teachers, as well as journalists, were in | feet of the Gang of Four. 


the forefront of the reversion move- 
ment. Intellectuals traditionally were 
the. most influenced by mainland 
trends and values. They insisted on 
educating Okinawans to be Japanese 


— just as they had been taught to do in | 


the days of the Japanese empire. Much 
stress was laid on common roots, but 
there were other, more complex 
reasons behind the "reversion move- 
ment.” The cultural fear of being swept 
away by American values to end up as 
a second-rate Hawaii made many in- 
tellectuals idealise Japan as a country 
of peace. This was not entirely spuri- 
ous, as Japan's peace constitution had 
been based on the militarisation of 
Okinawa. By reverting to the Japanese 
Constitution, Okinawans hoped to 
achieve demilitarisation. All the past 
sufferings were blamed on “the 
militarists" --- rather like the present- 


Thus the anti-US-base demon- 
strators wore Japanese flag headbands. 
and the rising sun was brandished at 
political meetings. Despite the general 
dislike of US bases, all this Japanese 
flag-waving brought back enough bit- 
ter memories to cause a heated debate. 
And so the use of Japanese patriotic 
symbols had to be rationalised. Shinei 
Kian, chairman of the reversion com- 
mittee, wrote that Okinawans ought to 





| “feel ashamed of their lack of respect 
| for the national flag. Without honour- 


ing our flag and banding ‘together. as 


| one people behind our own national 


leader, peace will surely never come 


Being a nation of peace, as national 
newspaper editorials still like to 
point out almost daily, is a vital ele- 
ment in Japan’s own post-war national 





identity. But waving the national 


Cultural conflicts with the 
hamburger and raw fish 


t seems obvious, and is therefore 

commonly assumed that large 
foreign military bases, 
tourism, destroy local cultures. The 
presence of thousands of gum-chewing 
Gls, it is thought, automatically leads 
to what a Philippine columnist called 
"hamburgerization." And, to be sure, 


Okinawa today than to find such local 
delicacies as raw pig's ears. 

It is interesting, however, to hear à 
well-known Okinawan historian claim 
that “without the American occupa- 
tion Okinawan culture would have dis- 
appeared.” The 27 years under Ameri- 
can rule, he said, “were a time of intro- 
spection.” And what is more, 
United States rule, “traditional 
Okinawan culture experienced. its 
biggest revival in and around the шп 
American base towns, such | 
Okinawa City, better known as Koz, 

It is true that, unlike in most par 
Japan, local culture still appears to 
thrive in Okinawa: radio play 


as 






like mass | 
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news commentaries are presented in 
the Okinawan dialect -— unintelligible 
to a mainland Japanese. The shamisen 
~~ the three- -stringed instrument which 
originated in China апа passed 
through the Ryukyus*to Japan — is 
widely played, to accompany the rich 


| variety of folk songs. And the old na- 
it is easier to grab a hamburger in. | 


tive religion, a form of ancestor wor- 
ship mixed with shamanism, still has 


| such a hold on people that the tradi- 


tional dependence on female shamans 
(yuta) regularly sparks off heated de- 
bates in local newspapers. 

The famous Okinawan author, Tat- 
suhiro Oshiro, argues that the re- 


| surgence of Okinawan culture since 
under | 


1945 was a “defence against the Ame- 
rican cultural invasion. People hid 
themselves in their own culture.” If so, 
and there is no reason to doubt it, this 
throws an interesting light on cultural 
invasions. For what it means is that the 
presence of a large number of foreign- 
ers, instead of destroyin cal culture, : 
can make рео le c 























flag to make the point was much 
more common in Okinawa than on 
the mainland, where the Left saw such 
patriotic demonstrations as a left- 
over from imperialism. Mainlanders 
only really became interested in the 
Okinawan issue when US bases on 
Okinawa were used as jumping-off 
points for bombing raids in North 
Vietnam by B-52s — called “black 
killers" by Okinawan schoolteachers, 
who instructed their pupils to write 
essays on the evils of American im- 
perialism. So while the Japanese flag 
became the symbol of peace and the 
people's struggle, America now stood 


themselves, perhaps for the first time 
in their lives. The fact that Americans 
in Okinawa are so visibly alien helped 
to pull Okinawans together. Moreover, 


Americans never attempted to 
Americanise Okinawa — the local cul- 
ture remained relatively untouched. 
But the reversion movement stressed 
Okinawa's Japaneseness, which, cul- 
turally speaking, was a dangerous 
thing to do. As Oshiro put it: “To take 
pride in being Japanese is effective 
when faced with Americans, but it 
makes no sense at all when dealing 
with other Japanese." He wrote this in 
1971, a year before reversion. He was 
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for war and oppression. 

In 1972 Okinawa got what 
it wanted: it reverted back 
to Japan. And since 1970, 
the B-52s no longer use Oki- 
nawa as a base, though Ka- 
dena air basestill serves as a 
“typhoon shelter” when the 
bombers cannot return to 
Guam, their present home. 
Although most of the US 


nitely it seems, some of the 
worst problems have been 
solved. Now that Okinawa 
falls under the Japanese 
Constitution, there are 
fewer difficulties about jurisdiction; in 
principle crimes committed by Ameri- 
can soldiers against Okinawans are 
tried in Japanese courts. Nuclear 
weapons are officially banned from 
Okinawa, asin the rest of Japan. 


Т? presence of roughly 36,000 Ame- 
rican troops, including 21,000 
marines — not noted for their gentle 
manners, on a small island is still no 
fun. It is particularly inconvenient to 
have one of the main coastal highways, 
Route 104, closed off at least once a 
month so that US marines can shoot at 
Mount Onna, the most revered moun- 


bases are still there, indefi- | 








prophetic, for what chewing-gum, 
hamburgers, mass suicides and bombs 
could not do, is now fast being ac- 
complished by Japanese TV: the ero- 
sion of Okinawan culture, especially 
among the younger generation, most of 
whom have a hard time understanding 
the Ryukyu dialect, let alone speaking 
it. 

"Before we had Japanese televi- 
sion," said a local psychiatrist, “young 
people listened to their grandparents 
playing the shamisen and telling old 
stories in our own language. After tele- 
vision, everybody from Hokkaido to 
Naha talks about the same shows, the 

















tain in Okinawa, with 203 mm canons, 
often causing forest fires. 

But the bases are no longer a hot po- 
litical issue, despite their consistently 
negative image in the local press. The 
SPP, now that reversion has been ac 
complished, has shifted its goal to get 
ting rid of the bases, but it is losing 
much of its support to mainland par 
ties, particularly the Japan Socialist 
Party (JSP), and has no representatives 
in the Japanese Parliament. Since the 
US bases stopped being a major issue 
on the mainland after the Vietnam 
War, neither the JSP nor any other 
party actively pursue anti-base proe 
grammes in Okinawa 

While peace is an ever popular slo- 
gan, it is hard to ignore the economie 
benefits of the bases, which generate 
almost as much revenue as the boom- 
ing tourist industry. (Some of the land- 
owners actually asked Americans to 
extend their leases.) This, coupled t6 
the material comforts derived from 
mainland money since 1972, made peo- 
ple less inclined to demonstrate in the 
Streets. As has happened on the mains 
land, rising standards of living have 
splintered the Left 

This leaves the problem of identity, 
which has become even more compli- 
cated now that Okinawa is once again 
part of Japan. It is a matter, however, 
that appears to preoccupy intellectuals 
— who write for the newspapers — 
more than most other citizens, who are 
quite happy to relax from their efforts 
to "catch up with Japan" in front of à 
brand new TV set, watching Japanese 
variety shows. ü 


same comedians, the same pop songs.” 
The pressure to conform to the — 
highly commercial — standards of the 
metropole is made all the sweeter by 
the material comforts brought by Ja- 
panese money. 


ome local politicians grumble that 

this money is mostly poured back 
into the mainland again. Unlike before 
reversion, hotels are largely owned by 
mainland companies, as are supermar- 
kets, department stores, life-assurance 
companies, and so forth. Yasuichi 
Nakamoto, the party leader of the 
Okinawa Social People's Party, com- 
pared Okinawa to Southeast Asia: "We 
are exploited, for the mainland simply 
pumps money into Okinawa to get 
more out of it." 

But most people seem to enjoy being 
little Tokyoites. The ones who are мов 
ried are precisely those who advocated 
assimilation for almost a century: the 
intellectuals, specifically schools 
teachers, academics and journalists. 
Many feel let down by the fact that the 
US bases are still there, as well as by 
Tokyo's cultural domination. To deal 
with the latter, a large number of intel- 
lectuals have become self-appointed 
defenders of the Okinawan identity 

As a result, Okinawan studies are 
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tion devoted ta books and periodi 
on Okinawa. According to Rin- 
uke Teruya, a famous local comedian 
_ who plays the shamisen and tells jokes 
| in dialect (which have to be translated 
— for the younger audience): “I used to be 
mobbed by young girls; now my main 
- audience consists of intellectuals.” 
А . This is a complete reversal of the 
- fraditional role of the elite. When 
E Okinawa officially became a prefec- 
| tureof Japan in 1879 it was regarded as 
a primitive backwater, filled with 
half-civilised natives. At the Osaka 
| Trade Fair in 1903, two petrified 
_ Okinawan women were paraded in 
front of the Japanese public by a man 
wielding a whip, like exotic circus ani- 
_ mals. Things are not quite as bad as 
_ that now, but on the mainland Okina- 
s _ wans are still regarded as only a slight 
|. Until intellectuals 


eut above Koreans. 
_ thought that complete assimilation 
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me National Economic Policy — 1990 
- and beyond published by the Gerakan 
< a Rakyat Malaysia, 1984. No price given. 
n Malaysia, social engineering aimed 

lat correcting economic disparities 
` between the nation's Malay and non- 
- Malay communities has been official 
р policy since the implementation of the 
New Economic Policy (NEP) in 1971. 
Five-year plans are therefore particu- 


ly important documents. Apart 
‘from. outlining future government 


tailed reports on current progress on 
‘the NEP goals of eliminating poverty 
and assisting the economically weak 
— Malay community to participate more 
- fully in the nation's commercial апа 
industrial life. 
— The book is a collection of papers 
- presented at a National Economic 
“Seminar organised by the Gerakan 
arty in reponse to the publication of 
e mid-term review of the Fourth Ma- 
- laysia Plan in 1984. Gerakan, an osten- 
_ sibly multiracial party, represents the 
_ interests of Malaysia's non-Malay 
m redominantly Chinese) professional 
Buses and small urban businessmen 
` inthe National Front coalition govern- 
| ment. 
| Considering the ethnic basis of the 
| party’ s electoral strength it is not sur- 
prising that this book echoes the con- 
cerns of many non-Malays regarding 
current policies and future plans. The 
articles, especially those which refer to 
the government's economic restructur- 
ing policies, leave the reader in no 
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= itrategies, these plans also include de- : 


crimina $S eiji $ 

tion in 1868, Japan has undergone a a 
self-imposed transformation into a 
modern society using the West as a 
model. To the elites in Okinawa, 
Taiwan and to a certain extent, Korea, 
modernity meant being like the Japan- 
ese. Education and the newspapers 
played a vital role in this. When a 
Kyoto Imperial University professor 
criticised Okinawans in 1911 for being 
“like stateless Jews in their lack of pat- 
riotism,” the main Ryukyu newspaper 
told its readers to heed “this valuable 
criticism.” 

One of the most symbolic events in 
Okinawa-mainland relations was the 
so-called “dialect debate" in 1940. 
That year a delegation from the Japan- 
ese Folk Art Committee visited 
Okinawa. The delegation's leader 
made a critical statement to the effect 
that the Okinawans, in their efforts to 
assimilate, were in danger of losing 
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he — 
Malaysian Chinese: echoing concerns. 


doubt that the party has serious reser- 
vations about the thrust of current 
governmental efforts. 

One of the most interesting features 
of the book is Gerakan's contention 
that the official figures on the racial 
distribution of corporate share owner- 
ship are inaccurate. According to the 
mid-term review of the Third Malaysia 
Plan, bumiputras (Malays and other 
indigenous people) owned 18.7% of 
corporate equity in 1983 whereas 
"other Malaysian residents" owned 
47%. with foreigners and nominee 
companies holding the balance. This 
is compared to the official 1990 
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the three local newspapers by saying 
that "the Folk Art Committee is in- 
dulging in irresponsible exoticism. 
This playful attitude of amateurs con- 
fuses the people and damages our ef- 
forts to teach them to be proper Japan- 
ese citizens." 


| t has been argued, by Oshiro for one, 
that this same mentality underlay 
not only the sacrifices during the Bat- 
tle of Okinawa, but also the reversion 
movement. So what caused this sudden 
surge of independence among Okina- 
wan intellectuals, now that so many 
citizens at last seem willing to assimi- 
late? In fact, it might not be as indepen- 
dent as it appears. For just as Okina- 
wan teachers and writers began to as- 
sert their native identity in the 1970s, 
a similar intellectual current ran 
through the metropole. 

As a reaction against the cultural 


NEP targets of 30% for bumiputras 
and 40% for non-Malays. Taken at 
face value, these figures meant that 
the non-Malay communities had ex- 
ceeded their allocation. 

Gerakan, however 
claims that research 
undertaken by the 
party's Economic 
Bureau has shown 
that the figures given 
in. the mid-term 
review under-repre- 
sent bumiputra 
achievements апа 
over-state the pro- 
portion of shares held 
by non-bumiputras. 
The issue is an impor- 
tant one in Malaysia 
because if the official 
figures are correct, 
they could constitute 
a powerful argument 
for restricting further 
non-Malay economic 
growth. 

Based on the fact 
that in recent years 
many foreign-owned 
plantation and mining companies have 
been ‘taken over by government-run 
bumiputra trust agencies, Gerakan es- 
timates that Malay individuals and 
Malay interests (including public en- 
terprises) currently control an overall : 
“weighted” share for all economic sec- 
tors of about 30%. Noting that the gov- 
ernment should be in a better position 
to compile more accurate figures, the 
book asserts that the government 
"owes it to the rakyat [common peo- 
ple] to reveal the whole truth." 
Gerakan also objects to the use of 
the category "other Malaysian resi- 
dents" which, it says, includes nom- 
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апа mass communications, 
especially TV, a fashion for localism 
developed in Tokyo. Critics and scho- 
lars unearthed provincial writers and 
studied regional cultures; film-makers 
set their films in remote areas with the 
actors speaking in thick dialects. As in 
Swinging '60s London, it was consi- 
dered smart to sport regional accents. 
There was indeed something self-con- 
scious about the use of dialect — ac- 
cording to Oshiro, often incorrectly — 
by young Okinawan writers at the 
time. In other words, regionalism was 
not entirely regional, but strongly in- 
fluenced by the centre. Okinawa was 
especially popular among Tokyo intel- 
lectuals seeking "the roots of Japan." 

Despite such scholarly digging in 
muddy roots, regional cultures are fast 
disappearing in Japan. Will Okinawa 
survive? There are persuasive argu- 
ments that it will. It is geographically 
far enough away from the centre to be 
















in the long run. Okinawans still take a 
pride in their history of cultural and 
political independence from Japan. 
The Ryukyu kingdom was a tributary 
state of China during the Ming and was 
a major trading centre for Southeast 
Asia. So Okinawans like to stress their 
kinship with Chinese and Southeast 
Asians, something mainlanders hardly 
ever do. There are more students from 
other Asian countries — as well as Viet- 
namese refugees — in Okinawa than in 
the rest of Japan. Finally, there is the 
continuing discrimination faced by 
Okinawans on the mainland, which 
perhaps explains why more than 70% 
of them return to Okinawa, often 
deeply conscious of their different cul- 
tural identity. 


But the arguments against the ulti- | 


mate survival of Okinawan culture, 
beyond mere folklore, may be more 
persuasive. Although some teachers 


ce, | make efforts to teach Okinawan 


| 








tory at schools, the Ministry of Ed 
tion only allows 10 hours a year to 


instruction and even that is considered 


too much by most students faced with 
the notorious “examination hell.” And 
while social discrimination on the 
mainland may well make 
Okinawans” out of some people, the 
majority seem much more eager to 
counter discrimination by becoming as 
much possible like the diss 
criminators. In sum, the masses are 
adopting the values of the old elites: 
The only way Okinawa could ult 
mately preserve its identity is proba- 
bly political independence from the 
centre, that is, Japan 
tonomy might be 


as 


one solution 


though a difficult one in a nation ри 


ing itself on its uniformity. Depens 
dence on a third power would be 
another. They had that option ongel 


however, and the choice was loud and 


— IAN BURUMA 
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inee companies controlled by for- 
eigners. 

Similar criticisms are aimed at other 
sections of the mid-term review. It is 
argued, for example, that the number 
of bumiputras in , 
managerial and ad- 
ministrative jobs 
(27.4%) is surpris- 
ingly low. By exclud- 
ing all government 
executive officers 
from the category 
“administrative and 
managerial occupa- 
tions” — they are 
classified as clerical 
workers in the 1980 
census — the true ra- 


cial distribution is 
obscured. Adding 
government  execu- 


tive officers to the 
managerial and ad- 
ministrative occupa- 
tional group raises 
the proportion of 
bumiputras to 47.9%. 

The government is 








| A Malay festival: ethnic polarisation. 


country any closer to national unity. If 
anything, he adds, ethnic polarisation 
has intensified with Malaysians be- 
coming even more mindful of their re- 
spective ethnic backgrounds because 








berated for its al- 
legedly one-sided efforts to eliminate 
racial differences in income levels. 
Current programmes aimed at helping 
bumiputras participate more fully in 
the manufacturing, construction, 
banking, wholesale and retail trade, 
the book argues, have not been 
matched by corresponding efforts to 
assist Chinese and Indians in moving 
to other areas of the economy where 
they are under-represented, such as in 
agriculture and the civil service. 

The book also includes a policy 
statement by Gerakan president 
Datuk Lim Keng Yaik in which he as- 
serts that the NEP has not brought the 
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of the official distinctions made be- 
tween bumiputras and non-bumiput- 
ras. As for policies to be pursued after 
1990, when the economic restructuring 
targets of the NEP are scheduled to be 
achieved, Gerakan proposes that the 
NEP should be replaced by a National 
Economic Policy which emphasises re- 





distributing wealth to the poor, re- | 


gardless of race. 


It is not easy to assess the reliability 
of Gerakan's claims regarding equity 


ownership. The party admits that its | 


statistical estimates are only “rough” 
and it is difficult to believe that party 


ciently detailed information on whieh 
to base their findings. Gerakan's Eco- 


nomic Bureau, for example, is Une 
able to put a precise figure оп bumis 
putra ownership in finance and bank- 


ing, asserting that it is around 70-2 


80%. 

Nevertheless, there are good reasons 
for suggesting that the official statis- 
tics on non-Malay participation in the 
corporate sector may be misleading; 
though the book does not mention 
them. During the late 1970s and early 
1980s many Chinese businesses 
changed their legal status from 
partnerships and sole proprietorships 
into limited companies. This was done 
partly for tax reasons and partly 16 
facilitate access to credit services. The 
process was also encouraged by 
Chinese community leaders wishing to 
promote the modernisation of Chinese 
family businesses. Since sole props 
rietorships and partnerships are not 
included as corporate wealth in offi- 
cial figures, the massive transfer of 
existing wealth from the non-corpo- 
rate sector to the corporate sector has 
helped produce the illusion of rapis 
growth 


bjections can also be made to the 
use of paid-up capital as a mea- 
sure of corporate wealth. This figure is 
not always a reliable guide to a coms 
pany's actual worth or market capital- 
isation. It is well known, for example, 
that most of the companies controlled 
by bumiputra agencies have very 
strong reserves and that their assets 
are not revalued regularly to reflect 
their true value 
Gerakan's proposal for a National 
Economic Policy is not new. It was first 
suggested by retiring Gerakan presi- 


officials can have had access to suffi- | dent Lim Chong Eu at the party's gen- 
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ational Front, such as the M alaysian 
Indian Congress and the Malaysian 
— Chinese Association, have also ex- 
— pressed reservations about continuing 
— current policies after the 1990 dead- 
. line. 
— — Officially, the National Front gov- 
- ernment has not made a decision on 
— whether the NEP will be continued. 
— But the government's Malay-domi- 
_ nated leadership is likely to face wide- 
pri ‘Spread populist pressure from its own 
m 


` Raffles — The Story of Singapore by 
— Raymond Flower. Croom Helm, Aus- 
© tralia. A$35.00 (US$23.50). 


_{" 1887, when the British unveiled a 
_ Mdeep bronze statue of Singapore's 
- founder Sir Thomas Stamford Bingley 
— Raffles, Malays in the watching crowd 
_ exclaimed in surprise, “Goodness! He 
_ Was a black man (orang hitam) like 
ourselves.” But the Japanese who oc- 
upied Singapore in 1942 had no such 
- illusion: to them, Raffles was the es- 
sence of white imperialism and they 
esolved to send his image to Japan and 
melt it down. The statue was saved 
from this ignominious fate and today 
_hasa pride of place in the independent 
- republic. 
— The tale is one of many, recounted 
_ with historical accuracy and much 
| panache in Flower's coffee-table pro- 
| lei how an unwanted island off the 
_ tip of Malaya became a centre of com- 
Г е and tourism in Southeast Asia. 
Raffles is seen as the catalyst for this 
| 150-year transformation and the por- 
trait that emerges of the young East 
| India Company clerk who learned 
| Malay on the outward journey gives a 
as to why the industrious Sin- 
aporeans tolerate his bronze presence 
today. Within a few years, Raffles had 
masterminded Britain's takeover of 
— Dutch-held Java. For the next four- 
—and-a-half years he governed the 
- populous island in a reformist manner. 
— But the pinnacle of Raffles’ career 
| was the acquisition of Singapore, a 
eat managed not with force but by his 
fine command of the Malay language 
- and a knowledge of local customs. As 
| Flower notes, it was the "coup of the 
century" and its effects are still felt 
— today — one of Raffles’ proclamations 
as that the “swamp” should thereaf- 
— ter bea free port. Within three years its 
| trade was more than £8.5 million 
— (US$10.37 million now). 
Yet it is not the empire-builder 
_ which most captivates the author's 
imagination but the hotel that was 
named after him by the Armenian- 
born Sarkies brothers. For him, Raffles 
Hotel is the most tangible link between 
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putra Economic Congress passed a 
resolution recommending that the 
bumiputra share be raised from 30% to 
51%, the proposal was firmly rejected 
by national leaders. Datuk Seri Maha- 
thir Mohamad, who was deputy prime 
minister at the time, argued that the 
government was finding it difficult 
enough reaching the existing target. 
Raising it further, he said, would make 
the task even harder and also impede 
capital formation by limiting the poten- 


HISTORY 


L| Black and white views 


w ram (a 


1 


ИЙ f 

achieved, furt! by the 
Malays, who constitute the majority of 
the population, will not be so easily re- 
jected. This book is important, not only 
because it provides a convenient sum- 
mary of the non-Malay viewpoint by 
an important component of the Na- 
tional Front government, but also be- 
cause it represents one of the first shots 
in what promises to be an increasingly 
lively debate on Malaysia's socio-eco- 
nomic future. — BRUCE GALE 





in the East is second only to Japan.” 

On the republic’s archetypal pro- 
duct, the young male, Flower ob- 
serves: “So long as government po- 
licy does not prevent 





Raffles Hotel: retracing the footsteps of the masters. 


Singapore's colonial past and its pro- 
gressive, duty-free present. While re- 
searching the book he stayed at the 
Raffles and discovered as much about 
it as about the surrounding city. 
Among its many famous patrons were 
writers Joseph Conrad, Somerset 
Maugham (“it stands for all the fables 
of the exotic East") and Rudyard Kipl- 
ing. 


ess well-known was the 24-stone 

Dutch archaeologist Callenfels, 
who could consume 30 bottles of beer 
at a sitting and once ate his way 
through every dish of Raffles’ menu 
and then back again. 

During Japan's occupation, Raffles 
was inhabited by top officers and 
room-boys had to “accustom them- 
selves to the spectacle of half-naked 
samurai lounging in their loincloths, or 
less, whirling huge broad-bladed 
swords around their heads.” 

Of course, the Singapore of Prime 
Minister Lee Kuan Yew is more discip- 
lined and therefore less fun for the 
chronicler. But Flower gives a good 
thumb-nail sketch of how “Harry Lee 
transformed a warehouse in the sun 
into a nation whose level of prosperity 





» him from acquiring one 
2 wife, two children, a 
; three-roomed apart- 
* ment, four wheels and a 
§ five-figure salary, he 
could hardly care less 
what goes on." How- 
ever, he feels optimistic 
that Singapore will not 
become dehumanised to 
à point where the 
computer chip over- 
powers a good heart and 

a sense of humour — 

two qualities which ob- 

viously feature in 
Flowers own charac- 
ter. 

The majority of the 
310 pages are filled with 
rare photographs and 
drawings, including 
pre-war souvenirs from 
the Empire and the 

hotel's activities. There are fascinating 
pee of both British and Asian 
ife. 

Despite his impeccable British 
background — Oxford, Lloyds of Lon- 
don, nine previous books on the likes of 
motor-racing and winter sports — 
Flower displays no ethnic bias and rec- 
ognises British excesses, even those of 
the great Raffles, who once had the 
corpse of a would-be assassin paraded 
round the town and hung up on display 
in an iron cage. 

The author's perspective extends 
well beyond Singapore gin slings on 
Raffles' famous verandah. One chapter 
looks at tiger hunts, another at the 
Straits Chinese and their secret 
societies, beginning with wondering 
whether they were more akin to Robin 
Hood or the Mafia. 

It took a brave author to retrace the 
footsteps of the “masters” and set up 
shop in Raffles’ Writer’s Corner where 
Maugham used to work. From the re- 
sults of his labour, Flower has every 
right to pose for the jacket photo in a 
peacock chair, clad in batik. The only 
difference is the word processor before 
him, no doubt bought duty-free. 

— ROBIN OSBORNE 
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... The People’s 
Republic of China 
.. Year-Book 1984 





7 М2 colour illustrations, 
400 b/w illustrations and 
all the information on 
China you'll ever need' 
Now only US$75 
^. (hard cover) 


The 970-page People's Republic of China Year-Book 1984 is 
without doubt the single most complete reference work ever 
produced about China. Its contents range from the land and its 
people to business, economics, finance, culture, education, 
politics, science and technology and countless other subjects. 
‘What isit? - ; 
The result of thousands of man-hours, the People’s Republic 
of China Year-Book 1984 was written and edited by The New 
China News Ltd. and Evergreen Publishing Co:, a group of 
dedicated professionals who know China intimately. The 
résult is a book of unmatched breadth and depth. 
Who needs it? 
Completely indexed, the People's Republic of China Year- 

` Book 1984 places thousands of facts and bits of information 
at your immediate disposal. The book is essential to. 
businessmen, financiers, students, professors and virtually 
anyone with a need to know or a keen interest in China of 
today. Liberal use of charts, maps, tables and colour 
photos makes the book enjoyable as well as informative 
‘reading. 
How to get it 
Order your copy(s) now by simply completing the coupon 
below and returning it together with the indicated payment of 
US$75 (or the equivalent in local currency) to the indicated 
address. 





Order both books and save US$25. Clip and mail this coupon today! Send to: 
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The Annals of 
China’s Enterprise 
Register 1984 


1200 pages of vital and 
detailed information on 
all major Chinese national 
corporations and foreign 
trading companies! 
Now only US$80 
(hard cover) 


This Register contains information on 600 Chinese nation 
corporations and foreign trading companies, and their b 
offices. Published bilingually in English and Chinese. 
provides a company profile, copies of business licence an 
certificate, scope of trade and registered capital of the 
individual corporation. 
What is it? 
This Register draws its information from the 
by the State Administration of Industry an 
on the information of enterprise registrations under 
economic laws, this Register is an authoritative and 
comprehensive work of reference designed to disse 
information for all licit corporations. 

Who needs it? 

This Register. completely dependable and well docun 
presenting reliable information and data for China's soci 
economic constructionis a must for business executives 


planning to do business with China. It further s 
valuable reference source for those involved in thes 
Chinese economy. 

How to get it 

Simply complete the coupon below today and send 
with your payment in the amount of USS80 (or equi 
your local currency) per copy. 
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The Philippines’ once-prosperous sugar industry is near financial collapse 


The bitter harvest 


By Jose Galang in Manila 


he Philippine sugar industry is 
] dissolving away. It has lost its 
competitiveness in the world 
market despite its natural advantage 
of-favourable climate and rich soil 
suitable for sugarcane growing. This 
year the country is likely to haveonly a 
small surplus of sugar available for ex- 
port. 

For decades sugar accounted for 
about 20-25% of the Philippine's 
foreign-exchange earnings largely be- 
cause of stable prices and a sure mar- 
ket for the commodity. Recognising 
this, the government pampered the in- 
dustry with assured financing at low 
interest rates. This bred complacency. 
Today, the industry is saddled with 
excess capacity, low efficiency rates in 
both the farms and sugar mills, and 
huge debts that now must be serviced 
at high cost. Exacerbating the situa- 
tion, sugar prices on the world market 
have remained below 4 US cents a lb, 
compared to Philippine production 
costs of around 12 cents. The outlook is 
no brighter given that world sugar pro- 
duction is projected to continue sur- 
passing consumption for the next few 
years 

Many Philippine sugarcane produc- 
ers have stopped planting. “The more 
we plant, the more we lose," one 
planter said. Aside from the low world 
market prices, on which prices paid to 
planters by the government trading 
monopoly are based, the planters have 
to cope with increasing costs of farm 
inputs and operations. Interest rates 
on crop loans are currently 35% a year, 
with six percentage points added to 
delinquent accounts 

Total production this crop year (end- 
ing 31 August) is estimated by the gov- 
ernment to reach about 1.8 million ton- 
nes, compared to some 2.3 million ton- 
nes in the previous year and 2.5 million 
tonnes in 1982-83. However, industry 
estimates place total output at only 
slightly more than 1.3 million tonnes, 
given the lack of crop financing and 
the fact that many farmers have de- 


cided.not to plant new crops to avoid | 


further losses. With domestic con- 
sumption already down by about 10% 
to 900,000 tonnes this year, there is ex- 
pected to be only a small surplus avail- 
able for export. 

Until 1974, Philippine sugar enjoyed 
preferential treatment in the United 
States. The industry made dramatic 
Strides in the 1960s after a US ban on 
sugar imports from Cuba. Combined 





with volumes already provided for in 
the Laurel-Langley preferential trade 
agreement between the two countries 
signed in 1955, the US annual quota 
for sugar imports from the Philippines 
rose from 980,000 tonnes to about 1.5 
million tonnes. With the ending of the 
US quota system and trade pact in 
1974, the Philippines was left exposed 
to the world market. At that time, 
prices were more attractive than in the 
US, so the new marketing arrange- 
ments were welcomed. 

But since then, much has changed in 
the world sugar market. Prospects for 
the Philippine industry have been 
soured by low prices and weak de- 
mand, along with higher operating 
costs and and the prohibitive cost of 
operating capital (where available). 
The Philippine Government, with lim- 
ited resources and a long list of other 
priorities, does not appear to be in any 
position to bail out the industry. Acute 
disenchantment over the government's 
policymaking and regulatory body, the 
Philippine Sugar Commission (Phil- 
sucom), is contributing to the gloom in 
the industry. 





Ferdinand Marcos in July 1977 to over- 
see the industry — which was by then 
feeling the effects of sharply lower 
prices: from as high as 65 cents a Ib in 
1974, the price fell to around 6 cents in 
1977. A few months later, the National 
Sugar Trading Corp. (Nasutra) was de- 











Philsucom was set up by President 





he effects of the depressed world 

sugar market are being felt 
throughout the Philippines — but 
perhaps most strongly in the nation's 
"sugar capital," the province of Negros 
Occidental in the Western Visayas re- 
gion. Forced to expand its decades-old 


one-crop economy, Negros Occidental | 


is scrambling to diversify into other 
crops to ease the massive economic dis- 
locations that are beginning to hit 
home. The move is proving to be ex- 
tremely painful. 

The province accounts for a whop- 
ping 60% of the country's sugar pro- 
duction. It is home to the largest sugar 
plantations and to 18 of the nation's 12 
sugar mills. Its population of close to 2 
million is almost wholly dependent on 
the sugar industry, which directly em- 
ploys around 400,000 people. Besides 
suffering from sugar prices that are 
below production costs, the province is 
still shaking off the after-effects of a 
1983 drought (which has contributed to 
reduced yields) and typhoons in 1984. 


| 
A HUNGER FOR CHANGE 





Negrenses fear harsher times ahead, | 50%). Most planters now pay their 


Benedicto: denied charges. 











with financial assistance scarce. While 
many landowners are eager to shift 
away from sugar, crop loans are not 
readily available. And even if a planter 
is able to get a loan, he must pay 
around 36% annual interest. That sort 
of expense, according to most planters, 
is difficult to recover from the fields. 
Most are already deeply in debt. Many 
have been unable to service their loans 
— and the banks have confiscated their 
sugar after milling. This has given rise 
to “pole-vaulting,” where planters put 
their cane in the names of relatives, 
friends or even servants to avoid bank 
seizure. 

The planters’ predicament trans- 
lates into harder times for workers. 
According to the National Federation 
of Sugar Workers, plantation workers 
who used to find work for seven to 
eight months a year are now lucky if 
they are employed for six months. So 
most find it increasingly dificult to 
cope with the rising cost of living (last 
year's inflation rate was more than 
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signated as the sole trading agency for 
sugar. Both bodies are headed by 
Roberto Benedicto, a golfing partner 
and associate of Marcos. 

Most of the blame for the current 
plight of the domestic sugar industry 
has béen heaped on Philsucom and 
Nasutra, obscuring the benefits of the 
contracts won by them in 1979 for the 
sale of half of the country's sugar ex- 
ports at an average price of 23.5 centsa 
lb. Although at the time world sugar 
prices were around 30 cents a Ib., they 
fell sharply to only 3 cents by the end of 
1984, when the contracts were sche- 
duled to run out. (Industry sources es- 


timate that up to 618,000 tonnes are 
still to be delivered under these agree- 
ments. Some of the contracts have been 
extended up to end-1985, the sources 
said. Philsucom officials deny this, 
however.) 


side from these contracts, the 
A have no major achieve- 
ments to speak of. Even in the 

basic task of maintaining healthy 
growth for the industry, Philsucom ap- 
pears to have failed miserably. For in- 
stance, while substitutes such as high- 
fructose corn syrup and certain artifi- 
cial sweeteners were gnawing into 
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Sugar mill, Negros Occidental: scrambling for increasingly lower 


workers on a piece-rate basis to cut 
costs so workers get only a third of the 
otherwise mandatory P32 (USS1.73) 
daily wage for agricultural workers. 
Worsening conditions have made 
many workers susceptible to influence 
and recruitment by the communist 
New People's Army (NPA), planters 
fear. In 1984, the military estimated 
that the NPA in Negros Occidental had 
an actual membership of only about 
500, with the number of firearms at no 
more than 300. However, planters have 
noted that more disgruntled farm 
workers have joined the communists in 
the past few months. One of the leaders 
in the workers’ community said they 
have embraced the NPA because it of- 
fers the workers a better alternative 
than the government or the Roman 
Catholic Church. Many planters have 
also abandoned farms which they 
could no longer maintain because of 
high costs and NPA activity. 
. Against this background, both busi- 
ness, and government groups have 
launched schemes to alleviate the 
wing poverty. The Ministry of 
Labour and Employment has backed 
plans to provide displaced farm work- 
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ers with other jobs or land on which 
they can plant food crops in the mean- 
time. The Negros Economic and Deve- 
lopment Foundation (NEDF), repre- 
senting some of the biggest business 
concerns in the province, has begun in- 
formation programmes on other farm- 
ing and industrial activities. However, 
NEDF executive vice-president 
Leonardo Gallardo told the REVIEW 
that “for a diversification from a 
mono-crop economy to succeed, we 
must first get out of the mono-crop 
mentality.” Gallardo said that Negros 
Occidental was spoiled by the boom 
years in sugar and it is now finding it 
painful to shift. 

The NEDF has long advocated di- 
versification “but we were a voice in 
the wilderness,” Gallardo said. “There 
was no real pressure because the in- 
dustry enjoyed very lucrative prices, 
low cost of inputs, assured financing at 
low interest rates at that time.” Now 
the setting has changed completely. He 
said that changes must begin soon, be- 
cause “if no decisive measures are 
taken very soon, this province will fall 
to the communists in six months.” 

Х — JOSE GALANG 








cane sugar's share in the world market 
— and while the price of the commod- 
ity was declining — Philsucom pushed 
for construction of more sugar mills. 

The country's sugar-milling capa- 
city has grown from about 163,940 ton- 
nes of cane a day in 1975 to around 
190,650 tonnes daily, but average ca- 
pacity usage 1s estimated at around 
70% only. Planters say Philsucom’s 
miscalculations and political consid- 
erations were behind the expansion of 
milling capacity. Some planters also 
accuse certain officials of receiving 
"commissions" for the imported 
equipment for these new mills. 

In the key sugar- 
producing province 
of Negros Occiden- 
tal, where 18 of 42 

4| existing sugar mills 
ДИЙ. are located, most of 
the mills are in clus- 
ters, each scrambl- 
ing for the inereas= 


ingly lower cane 
supply produced 
from surrounding 
farms, which face 
longer transport 
hauls than if the 
mills were scat- 
tered. In nearby 
Panay island, one 
sugar mill was put 
up — reportedly 
with Philsucom 
support right 
across the river 
from the site of 


another mill under construction — and 
both were only about 8 km from an 
existing mill. The Philsucom-backed 
mill produced more than the combined 
output of the other two in 1983-84 


T: establishment of new mills 
also coincided with the decline in 
the number of farms planted to 
sugar — from more than 50,000 in 1960 
to 38,700 in 1975 and only 33,200 in 
1980. According to government data, 
average yield in the mills during the 
decade to 1983 fluctuated from 1.5-1:6 
piculs (a picul — 133.33 Ib) of sugar 
from each tonne of cane. However, 
mills are anticipating sharply lower 
yields from the new cane harvest be- 
cause of cost-cutting schemes adopted 
by planters which also affected came 
yields. Forthe crop year ending August 
1984, Victorias Milling Co. Inc., one of 
the oldest and most profitable sugar 


| mills in the country, reported a 16% 


fall in its average extraction rate 
to 1.31 piculs of sugar a tonne of 
cane. 

With planted acreage falling, lower 
utilisation of refining capacity and 
poorer-yielding ‘crops, losses in the 
milling business have come as no sur- 
prise. Of the top 20 sugar-milling com- 
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d revenues of the 20 mills rose 
y 4%, ‘but combined losses in- 
ed. 26% - during the period. 
arthermore, the leading mills went 

per into debt, with their overall 


4 fea uity Fatio rising from 4.65:1 in 
— 1982 to 7.91:1 in 1983. 
_ Total loan§ extended by the finan- 
aM System to the sugar industry 
- amount to 'sóme P8 billion (US$432.4 
- million), aecording to industry esti- 
mates, with some P6 billion owed by 

15 sugar mills constructed during the 
- past 20 years. Most of the loans were 
_ extended by the Philippine National 
Bank (PNB) and Republic Planters 
Bank (RPB), which was set up in May 

978 to provide financing for the sugar 
industry. 


Although there is unhappiness with 
ay Philsucom, the sharpest critic- 
“ isms are levelled at Nasutra. 
(Nasutra inherited some problems 
E mh it took over from the Philippine 
_ Exchange Co. [PhilEx], a subsidiary of 
$ К оте National Investment 
— Development Co., formed in 1974 as 
sole exporter of sugar. PhilEx had 
standing loans of P2.78 billion 
'hen Nasutra assumed its functions in 
| 1978. Planters were made to pay for the 
— PhilEx deficit by deductions from the 
_ amounts due to them, straining rela- 
tions between the planters and Nasutra 
t from the beginning.) 
_ Benedicto has been accused of 
| smuggling sugar into the country to 
_ depress domestic sugar prices. Nasutra 
— has also been accused of short-chang- 
g planters. Nasutra's critics have 
iled with the anti-graft court charges 
economic sabotage by smuggling 
ainst Benedicto. During a probe into 
sugar industry conducted by a 
tasang Pambansa (national assem- 
) subcommittee early this year, a 
up of legislators charged Benedicto 
ith bringing into the country some 
287,230 tonnes of sugar worth US$54.4 
_ million between 16 December 1983 
d 9 March 1984. The sugar reported- 
— ly came from Thailand, Brazil, the 
Dominican Republic, Colombia and 
- Argentina. The legislators said taxes 
duties totaling nearly P700 mil- 
on on the shipments were not paid 
nd that "illicit profits" from these 
ansactions reached P230 million. 
| The legislators said the alleged 
— smuggled sugar was dumped into the 
_ domestic market “to force local prices 
_ {о very low levels and compel produc- 
_ ers to agree to the restoration of graft, 
— corruption and other irregularities in 
| domestic trading under the control of 
— Nasutra/Philsucom officials.” Ap- 
pearing before the same subcommittee 
n 14 February, Benedicto denied the 
E saying the sugar that was 
brought in was refined and “re-ex- 
ported in its entirety." 
E Philsucom allocates sugar produc- 
b for export and domestic consump- 


= 


пе Uu SL] KC 
asutra sold sugar through a network 
of- selected traders. Trading on the 
domestic market was recently deregü- 
lated but export activity will still be 
undertaken by a single agency, E 

An association of planters, the New 
Alliance of Sugar Producers (NASP), 
has charged that these powers have 
been “misused and abused” by 
Nasutra. Hortensia Starke, NASP pre- 
sident, told the Review that Nasutra 
had paid planters only P80.92 a picul 
(compared to a production cost of 
around P300 a picul) for sugar pur- 
chased in the second quarter of the 
current crop year. While that sugar 
was supposedly intended for the world 
market, on which prices were based, 
the sugar was “not shipped out but in- 
stead it just stayed in the warehouses 
of the sugar mills," Starke said. 

That sugar is now being sold on the 
domestic market, the NASP official 
said, at about P180 a picul (the price is 
low because the sugar stocks' quality 
had deteriorated) — which has de- 
pressed the domestic price to around 
P226-230 from about P280-300 a 
picul. NASP estimates that there are 
still around 85,000 tonnes of such 
sugar which is being used to keep 
domestic prices low — to maintain the 
loyalty of planters. 

Steps have been taken to dismantle 
the incestuous relationship between 
Philsucom and Nasutra. Membership 


clu foul а nd” | 
two millers' representatives, in addi- 
tion to three cabinet ministers. 
Nasutra will be converted into a pri- 
vate organisation, the Philippine 
Sugar Marketing Corp., to beowned by 
planters and millers in proportion to 
their actual production. 

But some worry that the election of 
representatives to the two bodies is 
turning into a political exercise which. 
may defeat the move's purpose. The 
Benedicto camp, for instance, has been 
actively campaigning for proxy votes 
for the Philsucom elections on 18 May. 
Some planters are reported to have 
pledged proxies to Benedicto for fear 
of losing their farms (most sugar plant- 
ers have delinquent debts with the Be- 
nedicto-headed RPB which can fore- 
close on the properties anytime). 


nder the  industry-rational- 
U isation programme decreed by, 

Marcos, Philsucom is empower- 
ed to mothball sugar mills. Some 15 
sugar mills foreclosed by the PNB in 
1983 (which are now operated by the 
state Philippine Sugar Corp.) encoun- 
tered difficulties because of price con- 
trols on sugar, according to indepen- 
dent planters. How Philsucom will 
select plants for mothballing has the 
industry worried. The sugar-price po- 
licy is not expected to change, Phil- 
sucom will keep its power to determine 
the composite price (the amount paid 
to the planters). The amount is adjust- 
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firing line 
New problems threaten 


South Korea's Middle 
East construction contracts 


By Paul Ensor in Seoul 


pensi among South Korean 
construction companies involved 
in the Middle East has deepened as the 
political and economic news from the 
region has become worse. While the 
firms cling to hopes of matching last 
year's US$6.5 billion worth of new 
contracts this year, they are up against 
problems in their three biggest Middle 
Eastern markets: in Iraq, because the 
Gulf war is heating up and in Saudi 
Arabia and Libya, because of burgeon- 
ing payment problems and. project 
cancellations. Only US$700 million of 
new orders are expected in these three 
markets this year. 


The problems facing companies are ' 


starkly illustrated by their mounting 
overdue bills: according to one well- 
placed company source, unpaid bills 
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from Middle Eastern countries now 
total US$2.29 billion — a figure gov- 
ernment officials would not confirm. 
The unpaid bills create a real cash 
squeeze for the companies involved as 
most are barred from further borrow- 
ing by the South Korean Government's 
policy of cutting back loans to con- 
glomerates. Recent problems local 
subcontractors have had in extracting 
money owed from big firms is a sign 
that the problem is spilling over into 
the economy generally. / bout théonly 
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Planters say the entire marketing 
system has done more harm than good 
during the past decade. One study, 
made by economics professors at the 
state-run University of the Philip- 
pines, estimated that Nasutra inter- 
vention of the market caused losses of 
up to P2.6 billion for sugar producers 
for the crop years 1974-775 to 1982-83. 
In 1982-83, most planters and millers 
failed to collect from Nasutra, result- 
ing in their failure to service their 
loans. Some farms have been fore- 
closed by banks. (In some of the fore- 
closures, banks reportedly found 
planters had overstated farm areas in 
applications for crop loans.) 

Meanwhile, with planters complain- 
ing of losses, most workers are getting 
only about a third of the minimum 
daily wage for agricultural workers. 
The planters are getting around the 
wage floor by using a piece-rates sys- 
tem allowed in many aspects of farm 
work. Workers in sugar farms have be- 
come restive lately. And with the pros- 
pect of around 170-200,000 workers 
losing their jobs during the off-season 
(normally between May and Sep- 
tember), a major social problem is in 
the making. The first-ever strike in a 
sugar farm could occur, perhaps this 
month, if mediation efforts fail. That 
could have serious consequences for an 
economy that is already having ex- 
treme difficulties in securing financial 
support from foreign lenders. п 
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hope on the horizon is that, in recogni- 
tion of the companies’ troubles, the 
government has raised the domestic 
construction budget by 14.5% in 1985. 

The construction problems in the 
Middle East have had an impact on 
South Korea’s overall foreign income. 
From receipts of US$2.63 billion or 
9.2% of foreign currency earnings, the 
construction sector’s earnings last year 
had slumped to only US$1.74 billion, 
or 5.1% of all overseas receipts. 

As fighting in the Gulf war has 
spread, there are new worries about 
construction operations. Information 
on evacuations is hard to come by, and 
government sources would only con- 
firm that 100-200 workers have been 
moved from the Iraqi war zone. Hyun- 
dai Engineering and Construction Co. 
has several projects in the area, nota- 
bly the construction of a Basra- 
Baghdad road — a key target of Iran- 
ian military operations. According to a 
source within Daelim Industrial Co., 
the principal contractor operating in 
Iran, work there has not been affected 
by the war, because the projects are re- 
latively far from the frontline. 


erhaps the greatest disappoint- 
ment in Iraq in recent weeks was 
the decision on 1 April to award the 
massive Bekhme Dam project to a 
Brazilian-Chinese consortium, rather 
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There's more to cargo handling than just pulling strings. > 


These days, the ‘strings’ that unload the 
containers are most likely strung beneath our five 
gantry cranes. They're the last word in container 
handling hardware and part of the reason why, at 
Port Rashid, we consistently achieve such rapid 
turnaround times. Of course, without the necessary 
support equipment and the requisite expertise, 
we'd still be at container one. But with our straddle 
carriers, ro-ro tractors, terminal tractors and a 
full complement of forklifts - plus some of the most 
experienced and skilful operators in the business - 
discharge rates of 78 containers per hour utilising 
two cranes are quite within our compass. 


C terisati 

Complementing the hardware, Port Rashid's 
progressive computerisation has resulted in the 
simplest and most streamlined documentation 
system in the world. A printout detailing every 
container loaded onto a vessel is available within 
24 hours of sailing and shipping agents are supplied 
with regular printouts showing the status of their 
containers in the port. 

Naturally, our capability isn't confined only to 
containers, General cargo receives the same 
efficient attention and our warehousing is extensive 
in both capacity and mode of storage including 
duty-free. 


Ports and people 


Port management is a very people-oriented 
business and dedicated to maintaining Port 
Rashid's position as the busiest port in the Gulf is 
a highly experienced management team controlling 
a skilled workforce. Sophisticated management 
techniques ensure that the port operates at peak 
efficiency and a pre-booking system guarantees 
that all necessary ground equipment is available 
when the ship arrives. Quick turnarounds mean 
that consignees get their goods fast and shipowners 
don't suffer the economic consequences of having 
their vessels delayed. 










Why you should ship Port Rashid Ў 

Dubai is located on the Northwest coast of the Wl 
United Arab Emirates. A major port of call for 
over six centuries, it has become the most Я 
important trading centre of the Federation. Port A 
Rashid is at Dubai’s doorstep, her gateway tothe — 
world and a port served by around fifty shipping 
lines bringing in goods from all over the world. y 
There are modern road networks connecting with — 
the major commercial centres of the Middle East — | 
and reliable relay services to other ports on tle — | 
Arabian Gulf and neighbouring countries. i 

Port Rashid offers facilities that generally exceed d 
international standards for the loading and 
discharge of vessels and a full range of services is A 
available including quayside fresh water, b 
bunkering, ship repair and chandlering, container - 
repair, 24-hour pilotage and crew changing 
facilities. 2 
For more information, contact Port Rashid Authority, _ 
Р.О. Box 2149, Dubai, United Arab Emirates. 
Telephone 451545. Telex 47530 PRA EM 
or our US Agent: Mr. Donald Vogler, 4 
Keppel Marine Agencies Inc., Suite 1561, 26 Broadway, _ 
New York , NY 10004. 


Arabian Gulf 


Port Rashid 
Dubai 


United Arab 
Emirates 
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ction Corp.) A 
ry of Construction, the South 
ans. were asking US$2,5 billion, 
ared to the winning US$1.9 bil- 
id. 

he bad news from Saudi Arabia 
he announcement by the state oil 
apany, Aramco, of the cancellation 
-US$110 million project, the Alkas- 
‘Gas Refinery, which five contract- 
(Hyundai, Daelim, Samwhan 
p. Nam Kwang Construction and 





ke part in. The cancellation comes 
r months of worsening conditions 
| the kingdom (Review, 7 Feb.), New 
ders from Saudi Arabia were only 
US$3.9 billion last year, down from 
US$4.5 billion in 1983 and US$8 bil- 
ion in 1982. 

Some South Korean contractors 
уе also complained that their Saudi 
nts appear to be making rather 
lestionable claims of defects in the 
mtractors’ work, in what they believe 
n effort to delay payment. More 
Or cancellations and indefinite 
tponements are expected in coming 
iths, as 40% of the 280 projects the 
udis have agreed to with foreign 
ntractors since October will be 
ostponed" under government orders 
thin the next few months. 

Gauging what is happening to South 
rean operations in Libya following 





oonglim Corp.) were scheduled to | 
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South Kor Ministry of Construc- 
tion officials say only one small project 
by Daewoo is likely to Бе affected, 
| while a spokesman àt Daewoo said 
| that the figures were still unclear, but 
| six projects worth less than US$10 
million could be axed. With 62 con- 
| tinuing projects worth US$4 billion, 
| Daewoo has the largest presence in 
| Libya. Other companies have not yet 
| evaluated the impact of the announce- 
| ment on their Libyan operations. As 
| one contractor said: “That is a very 
| closed country, and it is hard to 
| judge what they are thinking some- 
| 
i 
| 
| 












































times." 


he Libyan announcement stirred 

new rumours about Dong Ah's mas- 
| sive US$3.3 billion "Great Manmade 
| River" project (REVIEW, 11 Nov. '83) 
which began last year, and is expected 
to take six years to finish. "We know 
very well about the rumours, but they 
do not worry us,” said executive direc- 
tor of the project, Chung Jin Sam. 
Chung insisted that the project is pro- 
ceeding on course, partly because of 
the high priority the Libyans have 
placed on it. 

According to Chung, Dong Ah has 
been free of the payments problems for 
which Libya is especially notorious. 
According to foreign bankers in Seoul, 
a number of companies operating there 
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‚ around US$30 million a month in four 








1984, at a rate of 








to five instalments. Given the high 
priority of the project, Chung says that 
Libyan customs duties on imported 
materials are waived, and fuel is free; 
he ventures that some of the cancella- 
tions of other projects may be due to 
the resources being channelled into the 
Dong Ah project. 

He admits that the management of 
the project has not been simple. *We 
reached a peak of financial problems 
around November [1984] due to the 
high cost of materials procurements, 
but I think that is behind us now," he 
said. But though costs may have 
peaked, the project's success is by no 
means assured. Libya fears there may 
be political risks involved in the pro- 
ject's heavy dependence on American 
equipment. They are concerned that 
political pressures in the United States 
could bar the export of machinery for 
the pre-stressed pipe plant which is 
being built on a turnkey basis in the 
desert at Sarir. 

In view of the risk, as well as insur- 
ance they would like to arrange a 
US$60 million guarantee from South 
Korean banks that the goods (the ship- 
ment in question is priced at US$100 
million and is scheduled to arrive by 
July) will reach Libya. A delegation is 
currently in Seoul to discuss this prob- 
lem. n 
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CASE LEADERSHIP BRINGS 
BETTER IDEAS TO LIFE. 


It's the striking energy of new 
ideas that makes Case a world 


leader in construction equipment, 


and that helps make the Case 


580 the world’s number-one-selling 


loader/backhoe. 

Extensive research and 
development, computer-assisted 
design and manufacturing, and 
the never-ending drive to 
imprgye on excellence all help 
io: working faster and 
easier. 

The 5805 exclusive 
over-center backhoe balances 
weight over front and rear.axles 


for better traction and optimum 
stability for loading and roading. 
Choose either center-mount 
design or the side-shift backhoe 
that's ideal for working in close 
quarters. 

With power up to 50 kW 
(67 DIN hp) and digging depth 
of 4,27 m (5,58 m with 
Extendahoe"), the 580 earns its 
position of pre-eminence every 
day.onjObsites all over the 
world. Three other models are 
available up to 82.8 kW (111 net 
hp). And you can count on 
strong parts support with Case 


computerized sea 
space satellite co ın 
linkage of depots on f 
continents. 

See your Case d 
details. Or write: 
Group, J | Case, 700 Stat = 
Street, Racine, 53404, U 


Ielex: 2 


JI Case 


A Tenneco Company 


Building On Quality” 








With each of the Minolta zoom copier family, you get the 
choice of 78] individually-selectable zoom ratios between 
1.420X and 0.640X with which to enlarge or reduce the 
image area of your original to the exact size you require. 

Zoom enlargement/reduction gives you complete control 
over copying. No longer are you limited to just a few choices 
that restrict the size of the copies that you can make. Think 
of the possibilities! These versatile PPCs will let you 
"blow up" fine-lined engineering drawings so that you can 
obtain only the detailed area that you require. Or you can 
reduce oversized originals to common filing or facsimile 
transmission sizes, easily and quickly. There’s virtually no 
limit to the uses you can make of their zoom enlargement/ 
reduction function! 


See the ЕРЗ502/ЕР4502/ЕР5502/ЕР6502 at these Minolta subsidiaries and distributors 


And to help you even more, the Minolta EP450Z, EP550Z 
and EP650Z provide Automatic Magnification Selection and 
Automatic Paper Size Selection, too. These help you speed 
through the most difficult copying jobs with confidence and 
ease. And help eliminate the possibility of making mistakes, 
too! Plus all Minolta zoom PPCs feature the Minolta Micro- 
Toning System: advanced copier electronics insure you 
obtain optimum copy quality from even the most difficult-to- 
copy originals. 

The Minolta zoom copier family. Each lets your copying 
capabilities soar with 781 enlargements and reductions. 
Which one’s right for your office needs? 


Bangladesh Brothers Internationa! Ltd. National Scout Вһабоп, Inner Circular Road, Kakrail, Dhaka, GPO Box No 767 Phone 400042 404929 


Hong Kong Minolta Hong rong ry 67-71 Chatham Road South, G/F Oriental Centre. Kowloon 
India Methodex System 
Indonesia 


Malaysia 


Phone. 3-676051 

d. Lid 607-8 Meghdoot 94 Nehru Place, New Delhi 110019 Phone: 682475, 682476 

PT Perdona Nirwana Abadi Со 678 Ji Krekot Roya Jakarta, Pusat Phone: 372609 

City Marketing Sdn Bhd. Wisma Cestel, No. 4 Jalan Kilang (51/206), Petaling Jaya, Selangor Phone: 521033 
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MINOLTA ZOOM COPIERS 


EP350Z/EP4507 /EP550Z/EP6507 


MINOLTA CAMERA CO . LTD . Business Equipment Operations 


Pakistan Allied Equipment Lid First Floor, Nelson Chambers, 11 Chundrigar Road, б РО Box 680, Karachi 
Philippines Торгоѕ Inc. Торго Building. Banawe Сог. Atok St Quezon City. Metro Manila Phon 
Singapore Minolta Singapore (PTE) Lid 10, Teban Gardens Crescent, Singapore 2260 Pho 
Toiwan Santa Office Machines Corp 11 FL 75, Sec 4, Nanking E Road. Taipei Phone (02 
Thailand Technical Supply Co., Ltd. 1808-1812 Kasemrat Road, Klongtoey Bangkok IONO Phone: 2 


30, 2-Chome, Azuch-Machi, Higashi-Ku, Osaka, 541. Japon 


Phone: 214922 
4 49-49-21 Loc 6,9& 4 
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Snap them up as they roll by with the ease of Auto Focus, Auto Exposure, 
Auto Flash with Pre-Charge, Auto Load and Auto Wind/Rewind. ISO OK up to 1600. 


National 


National, Panasonic and Technics аге the brandnames of Matsushita Electric 







n Singapore where else 
but the Shangri-La. 





The new Shangri-La Kuala Lumpur 
opens 20 April 1985 


A world of tropical tranquility, 
attentive yet never obtrusive service, 
warm welcomes and thoughtful 
touches. 

The Shangri-La, not necessarily 
the most expensive, simply the best. 

Come and enjoy the pleasures 
and comforts of one of the finest 
hotels in the world at affordable 
prices. 





I Shangri-La hotel 


* Kuala Lumpur (03) 486 536 * London (01) 581 4217 SINGAPORI 
* USA & Canada (800) 457 5050 * Australia Std free (008) 222 448 
* Tokyo (03) 667 7744 A SHANGRI-LA INTERNATIONAL HOTEL 


Shangri-La International: Singapore 338 2250 ¢ Hong Kong (5) 242 367 


Н 9948 Ят 


Shangri-La Singapore. Shangri-La Kuala Lumpur (Open 20 April 1985). Shangri-La Beijing (Open 1985). Shangri-La Bangkok (Open 1986). u 





The boom in the Japanese personal-computer market has 
trailed off, leaving many manufacturers high and dry 


By Bruce Roscoe in Tokyo 


marked deflation of the personal- 

computer sales boom in Japan is 
forcing manufacturers to concentrate 
their efforts on meeting the more 
sophisticated needs of business users, 
rather than pushing game models de- 
signed to amuse children. At the same 
time, competition in the domestic mar- 
ket is becoming increasingly fierce. In- 
dustry analysts expect a number of 
makers of down-market models to 
drop out of the race this year or, if they 
are lucky, find one of the top electro- 
nics companies coming to their rescue. 

Sord Computer Corp., once the dar- 
ling — even representative — of Japan's 
new venture businesses, last year saw 
its share of the domestic personal com- 
puter market pared from 20% to 5%. It 
is now being swallowed up, voluntar- 
ily, by Toshiba Corp., which last month 
bought a 37% stake in Sord and plans 
soon to acquire a majority holding. 

The Japan Electronics Industry 
Development Association forecast that 
in the year ended 31 March, domestic 
shipments of personal computers 
would reach 1.43 million units, repre- 
senting a year-on-year growth rate of 
61.8%. That figure has now been re- 
vised by the major manufacturers to 
1.2 million, up 35.5%. The associa- 
tion's forecast of sales of 1.89 million 
units in fiscal 1985 also has been cut 
back to 1.45 million units. 

Bearing witness to the widespread 
consumer disappointment with so- 
called “home-use” computers was the 
sudden proliferation last year of out- 
lets for second-hand, but barely used, 
computers. Dealers estimate as many 
as 1 million unwanted personal com- 
puters are gathering dust in homes and 
small offices because their once-proud 
owners have never learned how to use 
them. 

Computers using the standardised, 
inexpensive MSX operating system 
were expected to take the world by 
storm last year, but have not reached a 
sales level anywhere near earlier pre- 
dictions of 500,000 units a year in 
Japan (one industry estimate is as low 
as 350,000). Although it is too early to 
forecast a total flop for the MSX — a 
system developed by Microsoft of the 
United States and manufactured by at 
least 14 Japanese companies 
machines using the standard are being 
so heavily discounted in Tokyo (some- 
times by 50% to about US$60) that 
they are crashing head-on with the 
cheapest of game computers produced 
by toy-makers. 

Under these competitive. cir- 
cumstances, the wider range of possi- 
ble applications for the MSX are not 
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being given a fair trial. There is also no 
concerted effort being made to pro- 
duce software for word-processing and 
data transmission. 

NEC Corp., the industry pacesetter 
with at least a 40?5 market share, had 
hoped to sell 600,000 personal com- 
puters in fiscal 1984 but the number is 
now not likely to exceed 540,000 units. 
By value, however, NEC expects the 
1984 sales to reach ¥200 billion 
(US$800 million), against an initial 
projection of around ¥180 billion. 
NEC attributes this to higher sales of 
personal computers designed almost 
solely for business use. 

NEC still sees considerable room for 
sales expansion in the home market. It 
estimates that the market for multi- 





functional business machines can ab- 
sorb a total of 1.5 million units, assum- 
ing each of the country's 30,000 
stockbroking companies can be per- 
suaded to install 50 machines. NEC 
reckons that about 1.5 million small 
and medium-sized companies could do 
with one personal computer each. 
"That makes for a market of 3 million 
personal computers," said Shunzo 
Hamada, NEC's manager for domestic 
sales. 


ccording to Hamada, the factor 
most likely to determine the indus- 
iry's rate of growth is how quickly 
software makers can make their pro- 
grammes sufficiently easy for non-spe- 
cialist professionals. 
Hamada says about 500 domestic 
software makers write programmes for 
[NEC machines, and dismisses the per- 





sistent claim | th | Japan 3s lack ir 
software-development talent. Hi 
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bit model, PC 9800, for which 1,004 
programmes are said to be available 
While there is no argument that a lack 


of suitable programmes is chiefly re- — 


sponsible for the poor sales of Japanese 
units in foreign markets, especially the 
US, Hamada counters that Japanese 
machines fare no more poorly abroad 
than do foreign machines in Japan, and 
for the same reasons, 

Hamada describes the impact of 
foreign, mainly US, computer makers 
in the Japanese market as “negligible.” 
He is simply not worried about their 
presence. Their personal computers, he 
says, "are not designed for the Japan- 
ese market. They either can't use Ja- 
panese-language programmes or they 
can but with a high degree of diffi- 
culty." The IBM 5550, which runs 
both English- and Japanese-language 
word-processing and business pro- 
grammes, is acknowleged by NEC as 
an exception, but only partly so sinceit 
is manufactured in Japan by IBM's 
wholly owned 
subsidiary, IBM 
Japan. 

The condition 
of the software 
industry is al- 
most universally 
considered one 
of the most aceu- 
rate indicators 
of prospects for 
hardware sales. 
Although the 
days of sky-high 
growthappear 
over, the indus- 
try mood is far 
from depressed. 

Apart from the 
slower-growing 
market, the ma- 
jor Japanese 
makers have an- 
other worry on 
their hands: IBM. 
Last year, IBM 
made Japan its headquarters for the 
IBM Asia-Pacific Group, a marketing 
cell that is now coordinating from 
Tokyo the sales strategy of 17 IBM sub- 
sidiaries in the region, including IBM 
Japan. Since April 1984, IBM has 
moved 250 staff to Tokyo, and more are 
said to be coming. 

IBM is taking particular care not to 
disclose its Japan hand. One IBM man- 
ager in Japan says, however, that the 
company is planning a Japanese sales 
blitz for a variety of personal com- 


the example of the hot-selling NEC 16- - 


» 


puters. This was confirmed by a reli- ' 


able industry analyst, who said IBM 
next year would launch a “huge televi- 
sion advertising campaign” in Japan. 
The campaign, according to this 
analyst, is "going to be very aggressive 
for à full range of models that will 


compete head-on’ with the NEC 
machines." п 
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AVIATION 


Going business-class 


China’s air service is in new hands, but real improvement 
in efficiency and service is still a long way off 


By Mary Lee in Peking 

ig changes are taking place in the 

Civil Aviation Authority of China 
(CAAC). The flag-carrier — and bane 
of all air travellers in China — came 
under new leadership in mid-March, 
and while the restructuring of its body 
continues under wraps, its fleet mod- 
ernisation seems to be moving apace. 
Shen Tu retired as director and was re- 
placed by Hu Yizhou, his first deputy. 
Hu is regarded by foreigners in the air- 
line business as practical, tough and 
competent. 

But he has taken on a monolithic or- 
ganisation beset by inefficient man- 
agement, poor service and, according 
to an investigation into a crash in 
January which killed 38 people, with 
“extremely backward [ground] gui- 
dance equipment.” But Shen did not 
leave under a cloud, according to 
sources here. Considered much to his 
credit was the successful negotiation 
of the return of a CAAC aircraft 
hijacked to Seoul in 1983. Shen will re- 
main as an adviser to CAAC. But his 
departure came earlier than expected. 


He was expected to remain until the 
breaking up of CAAC's operational 
arm into five or six separately man- 
aged (and supposedly competitive) re- 
gional carriers was completed 
(REVIEW, 6 Dec. '84). Instead, he has de- 
parted — having reached the official 
retirement age of 65. The “internal as- 
sessment” of how the split should be 
accomplished is still in progress. Hu's 
age — 55 — and his greater technical 
knowledge are considered points in his 
favour. 

CAAC has just had its most profita- 
ble year. It was disclosed that the air- 
line made Rmb 317 million (US$112.4 
million) profit in 1984, three-and-a- 
half times that of 1980 (1983 figures 
were not given). It borrowed US$600 
million from the state-owned Indus- 
trial and Commercial Bank to finance 
its single-largest aircraft purchase in 
January: seven Boeing 737-200s, three 
Airbus A310s and nine Soviet Tupolev 
Tul54ms. Future acquisitions are 
likely to be financed by lease arrange- 
ments, Shen said. 


ASHLEY WRIGHT 


Cabin service; CAAC tailplane: 
seeking an improved image. 








CAAC also has hopes of manufactur- 
ing jetliners in Shanghai and the Shen- 
zhen Special Economic Zone through 
technical-cooperation agreements with 
foreign firms (one such contract, 
to modernise the China-made Yun-7 
shorthaul aircraft, was signed between 
Hongkong Aircraft Engineering Co. 
and China National Aero-Technology 
Import-Export Corp. in February). 

In his last public statement as direc- 
tor, Shen said: “The next three years 
will see a boom in civil aviation in 





POLICIES 


Defusing a controversy 


The Thai cabinet waters down a politically explosive tax 
package, but its proponents vow another attempt 


By Paisal Sricharatchanya in Bangkok 


weeping increases in excise taxes 

and customs duties imposed by the 
Thai Government early this month 
may reduce imports, curb personal 
consumption and raise much-needed 
revenue to meet a huge budget deficit. 
But the widely expected increases, 
covering mostly non-essential con- 
sumer and luxury items, were only part 
of a major tax-reform package rejected 
earlier by the ruling coalition on politi- 
cal grounds. 

Finance Minister Sommai Hoon- 
trakul and other senior economic offi- 
cials had originally intended to raise 
taxes on high-speed diesel fuel and 
liquefied petroleum gas, on grounds 
that the government’s long-standing 
subsidies of the two products has led to 
distorted consumption patterns. The 
former is commonly used in land trans- 
port while the latter has become popu- 
lar as a cooking fuel in rural areas. 

But since any price increases from a 
tax adjustment would directly affect 


the poor — which could cause political 
problems — the proposal was rejected 
by the member parties of the coalition 
government. Among the ifems dropped 
from the original package included 
proposals to raise the withholding tax 
on interest from bank deposits from 
12.5% to 17.5% and to double the exit 
tax of Baht 1,000 (US$36) for those 
leaving the country by air. ` 

The package finally appreved by the 
cabinet on 2 April (after six hours of 
deliberation) saw excise-tax increases 
of 100% on beer, 50-100% on locally 
distilled liquor, 25-134% on imported 
liquor and increases on cigarettes. In 
addition, a 10% surcharge was im- 
posed on import duties for some elec- 
trical appliances (now running at 30- 
50%) and a 10% surcharge on acces- 
sories for locally assembled appliances 
was doubled. Import tariffs on more 
than 500 categories of consumer dura- 
bles were adjusted as well. Import 
duties on knocked-down parts for 





some motor vehicles were raised, while 
an import ban on completely built pas- 
senger vehicles — in force since the late 
1970s — was lifted. 

The adjustments were meant to pro- 
mote local production and protect 
manufacturers and assemblers against 
imports. But many companies — par- 
ticularly makers of colour TV sets and 
video-cassette recorders — fear higher 
import levies will only fuel the thriving 
black market. 

Like the November 1984 devalua- 
tion, though to a lesser extent, the in- 
creases were unpopular with the pub- 
lic. An editorial in the Bangkok Post 
commented: “No tax increase is popu- 
lar and these latest ones, coming after a 
major devaluation, are going to reduce 
the purchasing power of the people 
and threaten to trigger labour unrest 


t continued: "The Finance Ministry 

cannot be blamed for proposing firm 
action to make up the budget shortfall. 
But we wonder if it is aware of the fig- 
ures quoted by one cabinet minister. . . 
that only 2 million out of 22 million 
people legally bound to pay income tax 
actually do so. This is not/à status quo 
that should be maintained.'As an alter- 
native to increased vertical taxation, it 
would be more rational for’the fiscal 
strategists to broaden the tax’base. In- 
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companied by a similar growth in its 
unpopularity. 
By the end of this year, CAAC will 
have added eight new routes: one to 
Singapore and the rest to other 
© Chinese cities, including one between 
» Harbin and Heihe near the Soviet bor- 
der, bringing the total to 83 domestic 
and 24 international routes. This year 
ill also see a 38%. increase in the 
number of:domestie flights (215 more a 
week, bringing the total to 782) as well 
zas nine more-a. week to Hongkong. 
: СААС has also recently started an air- 
oefreight service between Hongkong and 
Peking. - 










B ut the! ‘expansion and resultant 
„АЭ growth in passenger numbers have 

not been accompanied by improve- 
ments in its service infrastructure (59 
military airfields were handed over to 
СААС last year) or ground-staff train- 
ing (by the government's admission). 





Hence the lack of enthusiasm it engen- | 


ders among most of. its users. Accord- 
ing to Shen, 1.25 million people were 
unable to buy tickets last year. But 
from the spate of interviews he gave to 
local newspapers shortly before his re- 
tirement, it appears CAAC is aware of 
what it has to do to improve its image 
and its service. 

; Shen promised changes in CAAC's 
reservation system, which he de- 


:stead, they have moved to solve one 
budgetary shortfall by creating 
another. 
likely to be in the wallets of middle-in- 
come earners striving to improve the 
quality of their lives.” 

„И had been apparent for months that 
the Finance.Ministry was contemplat- 
ing a major tàx package to cope with 
an expected Baht 16 billion revenue 
shortíall in the current fiscal year 
(ending September). The tax increases 
thus appear to be more of a short-term 
necessity than a long-term reform, 
which does not address the problem of 
unrealistically high tax-targets during 
the past few years. 

i ‘Officials now hope the latest pack- 
«age will generate an additional Baht 
7$.5-6.8 billion in revenue a year, or 
about Baht 3 billion in the remaining 
six months of the current year. 

Many analysts see the latest tax 
package as a partial victory by Som- 
mai. апа his bureaucrats. А no-non- 

sense minister who has no political af- 
filiation, Sommai was visibly upset 
when his original package was rejected 
by. the cabinet, prompting him to take a 
leave. of absence. The changes even- 
tually. approved were the less. politi- 
„х cally sensitive ones; however, Sommai 
fo andet r officials said кн will re-in- 








Апа this new shortfall is | 


and-recorded. But a new 
reservation system now 
being installed in Peking will be able to 
connect with booking offices all over 


Xinhua news magazine (Ban Yue Tan) 
that “several new regulations have 


sponsible for the lodging and feeding 
of passengers whose flights are de- 


is responsible. 

The restructuring of CAAC into sev- 
eral regional airlines, is “not easy,” 
said Li Shufan, CAAC's director for 
international affairs. He told the 





i that painting the ir 
the country. In addition, Shen told a | 
been adopted" and CAAC will be re- | 


layed by problems for which theairline | 





of the reorgani 









airlines alone would 
Rmb 10 million. 

Li added that several i 
CÁACs existing s і 
50,000 will be retired or re 
ing the reorganisation. Mo 
deployed to the re 
the staff size of these wi 
and more efficient.” 

After the hiving off of ope 
CAAC will be restructure 
civil-aviation regulation 
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k Growth Trust believe that 1985 
will see a strong performance 
Ж forthe Trust. 


* Investment in the JF American 
+ Growth Trust during 1985 will 
enable investors to benefit from 
the strong US dollar, moderate 
inflation and good 
economic. growth. 


After eighteen months of 
underperformance, smaller 
growth companies have 
cone? favour with 
American 
investors 

: because they 

. are now de- 

` livering the 
earnings 
growth which 
was anticipated. 


















Mr. WH. ‘Glover or Mr. D.T. Wilkie 
Personal Financial Consultants Ltd., 
1301 World Trade Centre, ` 
І сасна Вау, Hong Kong 
157908448 


Pease send details of the ЈЕ American Growth Trust Be JF инан ar Tr dst 

















































z— Jardine Flem 


P.F.C. strongly recommends the 
JF American Growth Trust and 
the JF International Trust. 


Е The Managers of the JF American 


To complement this exposure 
the US market, PFC recom 
investment in the JF inter- 
national Trust which is abo: 
based equity fund giv | 
portfolio of international e 
The Managers are free to move 
the assets of the Trust to mark 
offering the best investment 
opportunities, based on both 
equity market conditions and 
currency considerations. 


Minimum Investment =- JF. 
American Growth Trust appro 
US$950 Minimum Investmen 
JF international Trust appróx. 
US$650. 


While we believe investment i 
these. Trusts could be very. 
rewarding the price of the units" — 
in the Trusts may go down as 

welas up: 













(Office) i 








_ | ——once better known 


— US$5 million cold- 
— storage plant. 


— Deng wrote in his 


__ ог three years ago: 


` furnished flats are 








= 


m 


Zone out of the twilight 





Zhuhai SEZ finds itself attracting more official attention, 
- With foreign investment swinging to industrial projects 


By Louise do Rosario in Zhuhai 
S the January 1984 visit of elder 
statesman Deng Xiaoping, China's 
special economic zone (SEZ) in Zhuhai 
as a tourist resort 
adjoining Macau — has sprung to life. 
Work has begun on such ambitious 
plans as a deep-water port, major in- 


— dustrial areas and scores of new fac- 


_ tories. Other projects approved, but 
— not yet begun, include a US$22 million 


24 brewery, a US$15 million glass-bottle 


~ plant, a US$1.4 million timber-process- 
© Шр factory and a 


While in Zhuhai, 


distinctive 
calligraphy: “The 
Zhuhai Special 
Economic Zone is 
fine.” His inscrip- 
_ tion was copied and 
_ framed, and now 
hangs on the walls 
of many Zhuhai of- 
fices. His few. words 
have obviously had 
а great effect. 
Zhuhai today re- 
sembles Shenzhen 
(which borders 
Hongkong) of two 


large, 


bulldozers are turn- 
ing rice fields into 
factory sites, im- 
ported vehicles run 
— en newly completed 

—roads and modern 
REVIEW MAP by Frank Tam 
offered for'sale. Optimistic local offi- 
cials are even starting to think of their 
zone as the next national model, after 
Shenzhen. 

Zhuhai is also flush with cash. In 
mid-February, the central government 
said it would spend Rmb 700 million 
(US$248.2 million) to improve Zhuhai's 
facilities — two or three times its con- 
struction allotment of past years. The 
generousallocation followed other “in- 
spection trips" by a stream of leading 
officialsafter Deng's visit. 

_ The sudden attention to Zhuhai 

must have caught many by surprise. It 
had been the second-largest of the four 
SEZs until the expansion of Shantou 
and Xiamen (on the coast opposite 
Taiwan) left Zhuhai as the smallest. 
Although like Shenzhen, it had the ad- 
vantage of being next to a capitalist 
enclave, its progress — as some Zhuhai 
officials quickly concede — was slow. 
While Shenzhen can now claim to have 
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completed most of its infrastructure 
projects, Zhuhai is, after six years of 


"open-door" development, still using 
much of its labour and time on land- 
formation and road-building. 
same can be said about Xiamen and 
Shantou. 

It is argued that the SEZ ex- 
periment, which sets aside areas for 
trying out certain capitalist-market 
techniques and attracting foreign in- 
vestment through preferential conces- 


ZHUHAI SPECIAL ECONOMIC ZONE 
е MUNICIPALITY OF ZHUHAI / 


sions, has not been highly successful 
except for Shenzhen. From 1979-84, 
according to official Chinese figures, 


the four zones attracted about US$4 | 


billion in foreign investment, with half 
going to Shenzhen. While there is no 
breakdown for the other three zones, a 
high proportion of the investment in 
Zhuhai went into tourist facilities 
rather than developing industries as 
China had hoped. 

This “unbalanced” development has 
not gone unnoticed. In an article in De- 
cember last year, the authoritative 


People's Daily made a long, open criti- | 


cism. "It was not until January this 


year [1984], after Comrade Deng Xiao- | 


ping inspected Zhuhai, that the lead- 
ing cadres and the masses came to 
realise that the previous policy of 
development, which one-sidedly 'laid 
stress on tourism' did not conform to 


party's cen 


The 

















Zhuhai' s tourist boom (in 1983, there 
were 270,000 visitors, against about 
15,000 in 1980) is more a consequence 
of its pleasant natural environment 
than a mistake in policies. With the 
original zone confined to areas along 
the coastline dotted with beaches, it 
was also more suitable for building re- 
sort houses than factories. And the 
former fishing village had little to offer 
in terms of industrial infrastructure. 
Zhuhai has also been hampered by its 
poor transportation links: until late 
1982, when hydrofoil services started, 
visitors from Hongkong to Zhuhai had 
to go through Macau. Unlike Shen- 
zhen, Zhuhai is not linked to its neigh- 
bours by railways, and the much- 
publicised Canton-Shenzhen-Zhuhai 
highway will not be ready until the 
early 1990s. 

As late as August 1982, the main 
commercial activity was tourism. Of 
the 13 major contracts signed by then 
with foreigners, four were resort pro- 


No more a 
poor rival 


E very morning, hundreds of Macau 
residents walk through the im- 
migration corridor separating their 
Portuguese enclave from the Chinese 
special economic zone (SEZ) of 
Zhuhai and onwards to Zhuhai mar- 
kets and teahouses. Mostly house- 
wives and the elderly, they find the 
five-minute walk to Zhuhai, where 
goods and services are much cheaper 
than at home, has become a habit. 
Until five or six years ago, Zhuhai 
was a poor neighbour, whose major 
exports to Macau were the unwel- 
. come youngsters who sneaked their 
way out of Chinese villages. Now it is 
a rapidly developing commercial 
town, offering new business and job 
opportunities to the Macau popula- 
tion. For example, there is Zhu Kuan 
("the light of Zhuhai"), Zhuhai's 
business agent in Macau set up in Oc- 
tober 1980. It is fast expanding into 
activities ranging from tourism to 
textiles manufacturing in Macau. 
Zhu Kuan is involved in at least 10 
joint-cooperation deals with Macau 
‚ according to Liu Kong- 
ho, an executive of Zhu Kuan. Last 
. September, the group took over a 66- 
room hotel for hosting Chinese visit- 
. ors to Macau. 

More Macau residents are also 
looking for — and finding — work in 
Zhuhai. A few weeks ago, Zhuhai ad- 
vertised in Macau for 50,000 skilled 
construction workers — - something 
unheard of before. BEA 
_ Like Hongkon , throu 
with Shenghen, А асац 
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the 
km? in late 1983, offering more choice 
for foreign investors. Oil exploration 
in the South China Sea, which began at 
around the same time, added further 
attraction to investing in Zhuhai as an 
offshore supply base since it is only 80 
nautical miles north of the nearest 
exploration area. 


he Gladhover Group, made up of 

Overseas Chinese, is among those 
which see immense business oppor- 
tunities for Zhuhai as exploration 
picks up. In anticipation, the group has 
joined with the Zhuhai authorities in a 
JS$64 million plan to develop a deep- 
water port and a supporting residen- 
tial and commercial complex for oil 
personnel. 

The port, with a capacity for four or 
five supply vessels and a 10,000 dwt 
general-cargo vessel at one time, will 
handle cargo to and from Zhuhai and 
its neigbhours. It should be ready by 
early 1986, said Robert Silin, manag- 


through its close connections with 
Zhuhai. Chinese customs' statistics 
indicated that for the first nine 
months of 1984, China imported Rmb 
51 million (USS18.1 million) from 
Macau, 140% more than the corres- 
' ponding 1983 period. Exports 
| rose 30% to Rmb 504 million. 

Despite these enlarged trading op- 
portunities, some in Macau see 
Zhuhai as a potential threat to 
' Macau's own economic development. 
“Within 10-15 years,” said Alexan- 
der Ho, an elected member of 
Macau's legislative assembly, 
“Zhuhai will overtake us, at least in 
manufacturing activities. Its land, 
wages, electricity and water are all 
‘cheaper than ours." 

Hongkong businessmen have ex- 
pressed the same fear about Shen- 
zhen. For Macau, the competition 
seems to be a more intense one as the 
existing gap between the two places 
in terms of labour productivity and 
skills is smaller. Land of course is 
something which Zhuhai has plenty 
of. Two other SEZs, the 2.5 km? 
Xiamen and the 1.6 km? Shantou, 
have already had their territories en- 
larged to 131 km? and 52.6 km?, re- 
spectively. It seems only a matter of 
time before the 15 km? Zhuhai ex- 
pands, and it may grow to a size many 
times that of Macau. 

“In contrast, the 15 km? Macau 
peninsula, the main commercial area, 
has become increasingly crowded 
with the influx of Chinese immi- 
grants. 

Zhuhai's prime advantage over 
Macau may be the SEZ' newness and 
capacity to be more flexible and ac- 
commodating to foreign investors. 

In at least two instances, the rivalry 


а. 
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to get a slice of the China trade 





CA EA аваа. > 
ector of Silverbay Invest- 
ment Development Co., the Gladhover 
subsidiary set up for the port pro- 
ject. 

Some see it asa gamble to place high | 
hopes on Zhuhai's future as a supply 
base. They note that Shenzhen's two 
supply bases, Shekou and Chiwan, are 
already sufficient for current explora- 
tion activity, which has not yielded any 
commercial finds so far. Nearby, 
Mawan is also talking of setting up "an 
oil city" and Canton's Huangpu port is 
also considering expansion. 

Silin is confident that even if 
the port does not win offshore busi- 
ness, it will still be commercially via- | 
ble. He and other investors see | 
Zhuhai as a significant component of | 
the rapidly growing Pearl River Delta | 
area, Equipped with a deep-water 





ported and exported some 1.6 million 
tonnes of goods last year, while the fu- 
ture Zhuhai port can handle 2.5 mil- 
lion. tonnes initially. Transshipment 
services can also be provided for the 
large volume of Guangdong exports of 
raw and semi-processed food for Asiam 
markets, and the imports of machinery 


and other items. Zhuhai itself will find 
the port useful as its own foreign trade 
grows. 

With its transport network improve 
ing, Zhuhai can now hope to attract 
more industrial rather than recreas 
tional investment. The zone is placing 
much of its energies into the develop- 


ment of four industrial zones, hoping 
to attract foreign businessmen into 


manufacturing investment with 
ready-made standard factories OF 
other plants built to their specifica- 
tions. п 





port, it can effectively serve the 
hinterland including expanding 
industrial centres 
such as Foshan, 
Jiangnan, Canton 


and Macau. 







has been intense. 
Both had express- 
ed their intent to 
build an airport, 


going after the 
same group of 
travellers commut- 
ing in South China. 
With Macau now 
out of running, 
Zh is talking 


about a medium- 
sized regional air- 
port to serve the in- 
terests of both. 


n the develop- 
ment of a deep- 
water port, Zhuhai 
also appears to be 
the winner. While 
Macau is still drag- 
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A Zhuhai market: magnet for Macau. 



































ging its feet over 
the proposed new port at Coloane Is- 
land, Zhuhai is pressing ahead with 
its own, which should be ready early 
next year. Once the port is put into 
operation, the movement of goods in 
this area is expected to change, en- 
abling Zhuhai to trade directly with 
Hongkong and other Asian neigh- 
bours. Macau, which uses the Hong- 
kong port for transshipment of its 
goods and those of Zhuhai, may also 
come to rely on the Zhuhai port even- 
tually. 

Zhuhai and Shenzhen, both fishing | 
villages with minimal infrastructure | 
for commercial activities, were ele- 
vated to SEZ status in 1979 primarily 
because of their proximity to Macau 
and Hongkong respectively. 

Some analysts argue that Shen- 
zhen has managed to benefit more 
from Hongkong than Zhuhai has 
from Macau. As a sophisticated cos- 























mopolitan city, Hongkohg offers 
Shenzhen a wide variety of experi- 
ence. Macau, living mainly from 
gambling tax and related revenues, | 
has much less to offer Zhuhai. Hong- _ 
kong also has a larger group of 
businessmen hard-pressed by rising | 
wages and land costs to expand their | 
low-end manufacturing operations 
across the border. 

Ideally, Macau and Zhuhai should 
become complementary commercial 
partners. But, said a Macau official, 
"the once-anticipated large-scale 
government-to-government  coope- 
ration . . . has not yet materialised.” 

Some Macau businessmen have 
gone to Zhuhai to invest but their 
number is relatively small. “Many are ^ 
still adopting а wait-and-see at- | 
titude," noted Cheung Ming, a Macau - 
textiles manufacturer. 


— LOUISE do ROSARIO’ 
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_ Ву Charles Smith in Tokyo 


1 N issan Motor Co., Japan’s No. 2 
car-maker, hopes to turn over a 
— new leaf this year, after having been on 
| the defensive against its giant rival 
Toyota Motor Corp. since the begin- 
ning of the decade. 
— — Onesign that the company is making 
= afresh start is a management reshuffle 
— which will involve the retirement, 
— after a shareholders’ meeting in June, 
— of 80-year-old Katsuji Kawamata as 
—— chairman. Kawamata will be suc- 
ceeded by Takashi Ishihara, who has 
_ been president and de facto chief exe- 
— cutive for the past eight years. Mean- 
— while, one of Nissan's three executive 
vice-presidents, 63-year-old Yutaka 
Kume, will step up to the coveted post 
of president. 
_ President-elect Kume, whose pro- 
_ motion makes him the first man with 
engineering experience to reach the top 
of Nissan's management hierarchy in 
_ more than 20 years, is already said to 
have made his mark on the company by 
| master-minding the development of a 
‘range of new models which will be 
_ More attractive than some of the rather 
- uninspiring Nissan cars now on the 
| market. As a team, the Ishihara-Kume 
artnership is also expected to func- 
| tion more smoothly than the previous 
— top management line-up. This should 
1 Ep particularly in the field of labour 
relations. 
Р The boss of the Nissan company 
- union, 58-year-old Ichiro Shioji, hasa 
record of vigorously opposing manage- 
ment's right to manage and was ac- 
| E iy able to hold up by half a year or 
— 80 Nissan's decision to build a motor 
Ree factory in Britain (first mooted in 1981 
— but not finally announced until early 
- 1984). Under the new management set- 
up, Nissan watchers expect Shioji to be 
— “quieter,” because he seems to have no 
- history of confrontation with Kume. 
| Despite Shioji's efforts to rock the 
- boat, Nissan's fortunes have not sunk 
to the point where it is in any danger of 
- losing its position as No. 2: its closest 
— rival for this spot, Mazda Motor Corp., 
v is still far behind. However, the gap be- 
"tween Nissan апа Toyota has widened 
significantly during ‘the past three 
years as Toyota has forged ahead with 
a string of highly successful new 
models while Nissan st led with in- 
ternal problems. Nissan held a 29.3% 
share of the domestic Japanese car 
market in fiscal 1980 but has seen this 
__ shrink for four successive care to 27% 
| (in fiscal 1984) while Toyota's share 
rose from around 37% ‘to more than 
40% over the same period. ` 


94 A leading Japanese car-maker plans a revamp of operations, 
n models and sales networks in a push to build market share 


What may matter more than a rela- 
tively small shift in market share is the 
glaring contrast between Nissan and 
Toyota on the crucial matter of dealer 
profitability. About 90% of the Toyota 
dealer network is said to be operating 
profitably but many of Nissan's deal- 
ers have been driven deeply into the 
red in the past few years as a result of 
heavy discounting. 

Outside Japan, Nissan has tended to 
set the pace against Toyota in the race 
to establish offshore man- 
ufacturing facilities. But 
some observers have ques- 
tioned the wisdom of its 
international strategies, if 
only because of the enorm- 
ous costs involved. 

Kume is expected to 
consolidate his predeces- 
SOf's overseas expansion 
policy, rather than em- 
barking upon important 
new ventures. This does 
not mean that the overseas 
advance will come to an 
abrupt halt. In 1987, Nis- 
san will probably decide 
to go ahead with phase 
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100,000 care куешу Tuis will be a ' 
costly decision in terms of the extra in- 
vestment needed, but it may prove un- 
avoidable if only because phase one — 
which calls for the manufacture of 
24,000 cars a year — is probably too 
small to be viable. 

In Taiwan, where Nissan last year 
watched with barely concealed satis- 
faction the discomfort of Toyota as its 
plans for a car-making plant fell apart, 
Nissan could well move in the near fu- 
ture to strengthen its ties with Yue 
Loong, the largest local car-maker. 
Until now, Nissan has provided know- , . 
how and completely knocked-down. 5 
kits to support local assembly by ~ 
Yue Loong of a wide range of Nissan 
models. Talks have now started on a 
capital tie-up which could give Nissan 
a 25% stake in the Taiwan company 





Landed in trouble 


A change to Malaysia's law to ban most land ownership by 
foreigners threatens mortgage lending by foreign banks 


By James Clad in Kuala Lumpur 


A change last year to Malaysia's land 
code has led to a public squabble 
between the government and the coun- 
trys dwindling number of foreign- 
owned banks. Some see a threat 
to the foreign banks' ability to take 
negotiable collatoral in land, though 
the government takes a more sanguine 
view of the matter. 

A package of restrictions which were 
passed last year came into force on 25 
March, and they not only prohibit the 
transfer of most types of land to for- 
eigners, but also exclude them from 
various dealings involving Malaysian 
land — including charges, caveats and 
tenancies (REVIEW, 10 May '84). Most 
foreign bankers and some Malaysian 
professionals (such as lawyers and ac- 
countants) contend that these provi- 
sions inadvertently throw into ques- 
tion any new foreign-bank mortgages 
over most types of land (foreigners may 


still own or deal in land classified as 
industrial). 

With reportedly as much as M$4.6 
billion (US$1.3 billion) tied up in loans 
using residential, commercial and ag- 
ricultural land as collatoral now off- 
limits, the foreign-owned banks feel 
victimised. These institutions — of 
which the Hongkong and Shanghai 
Banking Corp. (HSBC) and Standard 
Chartered are by far the largest — also 
wonder why the government has 
moved to enforce the amendments, 
despite the danger that an unintended 
slowdown in bank-credit growth could 
result. Sixteen of Malaysia’s 38 trading 
banks have majority foreign equity. 

Land and Regional Development 
Minister Datuk Adib Adam's state- 
ment that further surgery ón the 
amendments can only follow, and not 
precede, their enforcement drew a 
dismissive reaction from Malaysian 
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and a seat on the board, but Nissan has 


not said if this means that Yue Loong 
will eventually move into fully fledged 
manufacturing operations. 

Within Japan, Nissan says it plans 
an all-out effort to regain lost market 
share from Toyota. The release during 
1985 of five new models, including a 
completely redesigned Sunny (Nis- 
san's top-selling small passenger car) 
will be the first step in this direction. 
During the next three years or so other, 
more basic changes will occur. One 
major strategic decision taken by the 
company is to withdraw from capital 
participation in domestic dealerships 


NISSAN'S JERKY ROAD 


(Y billion) 


Sales 188 
154 | 
95 


Recurring profit 

Net profit 

Notes: Fiscal years ending on 31 March 
1985 figures are estimates. Results are un- 
consolidated 















New-look Nissan: developing a more attractive range. 


Bar Council vice-president Param 
Cumaraswamy. Adib's explanation 
was "difficult to accept, legally or 
otherwise,"  Cumaraswamy Said. 
"Where does it say that legislation has 
to be enforced first before it can be 
amended?" he asked. 

As the row picked up steam, Adib 
also stressed that the new law resulted 
from a need to curb speculation in land 
by outsiders (known to include many 
Singaporeans). The government want- 
ed to prevent houses from being snap- 
ped up by outsiders as speculative 
buys. “The amendments bear testi- 
mony to the government's concern over 
the alarming increase in land owner- 
ship by foreigners," Adib told estate 
agents a week after enforcement of the 
new law began. 

Moreover, Adib said on another oc- 
casion, the banks were protesting too 
much: under the law, state authorities 
retain a. considerable discretion to 
exempt. commercial and residential 
land from the blanket prohibition 
Each time foreign banks receive land 
as offered collatoral, Adib suggested, 
they can apply for an exemption from 
the authorities (under Malaysia's.con- 
stitution, its 13 states have a wide say 
over land matters). 

Foreign! bankers remained unim- 
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| to force dealers to become more inde- 


pendent. 

As part of this policy, Nissan said in 
March that it was closing a 100%- 
owned Tokyo retail outlet which had 
been selling more than 1,000 cars a 
month. Staff and facilities will be split 
between two'independent dealers. In 
the long run, most of the 100 or so (out 
of total 240) main Nissan dealers 
throughout Japan which are centrally 


5 é | 
managed ада financed will be encour- 


aged to go jf alone. By cutting ties with 
the parent;/company, Nissan hopes its 
dealers will become more sensitive to 
consumer trends and thus better able 
to tell it what kinds of cars should be 
made 

In an apparent contradiction of its 
long-term decentralisation plans, Nis- 
san plans to send 1,000 staff members 
to the dealer network as emergency 
reinforcements this year and next. This 





move mimics a measure adopted by 
Mazda in 1975, and it can be inter- 
preted as a sign of how seriously the 
company views its domestic-sales 
problem. The 1,000 Nissan staffers, 
drawn from the administrative, sales 
and technical divisions of the main 
company, will be expected to join local 
salesmen in making the house-to- 
house calls which are the standard 
method of selling cars in Japan and 
will be kept on the job for two years 

The final area in which Nissan 
claims to be turning over a new leaf is 
production technology. Nissan led 
other Japanese motor-vehicle manu- 
facturers at the start of the robot rev- 
olution (the installation of spot-weld- 
ing robots on body assembly lines in 
1969) but has recently run into opposi- 
tion from the union over other at- 
tempts at automation 

A sign that things may be on the 





move again in this 
sector was Nis- 
san's recent an- 
nouncement that 
it had robotised 
25 operations on 
the final assem- 
bly line of its 
Zama plant. This 
achievement puts 
Nissan at least 
on a par with 
other top motor- 
vehicle makers 
and should help 
to cut costs and 
speed up produc- 
] tion 








pressed. They sense new obstacles in 
the way of their taking land as security 
for loans. They fear bureaucratic ob- 
struction ot, at best, delays — despite 
Adib's assurance of processing “within 
a week," and despite (or perhaps even 
because of) the minister’s reminder 
that the various state governments can 
delegate to district officials powers to 
approve foreign-bank charges on local 
land. The time now consumed in for- 
malising other land-related dealings 

such. às registration of normal 
charges on.land — does not bode well 
for speed or decisiveness with new pro- 
cedures, some lawyers said. 


n 30 March, Finance Minister 

Daim Zainuddin received a memo- 
randum from the 16 foreign banks. “At 
the end of 1984," the statement said, 
"foreign banks provided M$14 billion 
— or about one-third of the total loans 
and advances of M$43 billion." For 
most of this money, the banks added, 
“the predominant form of. collatoral 
was landed property." But the first 
reactions did not excite optimism. Al- 
though the finance minister, a close as- 
sociate of Prime Minister Datuk Seri 
Mahathir Mohamad, made reassuring 
noises, it seemed the. government 
would. enforce, the amendments. “A 








study is being made," Daim allowed 
“If we find the requirements are caus- 
ing delays, we will review them 
Foreign banks still operate 146 of the 
716 bank branches throughout the 
country, and though their share of de- 
posits has dropped steadily over the 
years (to about 25%), they still have a 
lot of financial if not political clout 
The most recent central bank data, for 
example, show them holding (at the 
end of July 1984) M$137 million of the 
M$543 million cash reserves of com- 
mercial banks and about 30% of all 
"fixed and other assets" in Malaysia 
held by the banks (M$890 million out 
of an approximately M$3 billion) 
Some of the more pessimistic among 
the  foreign-bank representatives 
suggested other objectives behind the 
government's prevarication. Several 
press reports suggested that incorpo- 
ration as local companies "may be the 
banks' only way out of their present 
problem." But, while that might offer 
them one way to avoid the land-code 
changes, it might also ease them along 
the legal road towards "restructuring" 
in line with Malaysia's New Economic 
Policy (a 20-year programme begun in 
1970 that, in part, aims to transfer 30% 
of corporate equity to bumiputras, 
mainly Malays, by 1990). In an inter- 
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| view last year, Daim told the | 









that, while immediate “restru 
of the remaining foreign banks did not 
take top priority, “a good first step" 
might be “local incorporation." 
Chartered and HSBC submitted pro- 
posals for restructuring more than 


. three years ago. Since then, banking 


legislation has been amended to make 
the legal mechanics of restructuring 


easier — if and when it occurs. The last | 


official pronouncement on the matter, 
by former deputy finance minister 
Ling Liong Sik, said an outflow of 
funds to buy foreign banks would have 
an unhelpful effect on Malaysia's in- 
visibles payments, already in troubling 
deficit. Chartered and HSBC have as- 
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The Bar Council's vice-president 
sees another issue. Describing the 
amendments as "too wide," Cumaras- 
wamy also implied that the new law 
may be another example of inadver- 
tently broad drafting that the govern- 
ment, out of pride or inertia, has not 
moved to put right. "If there was a mis- 
take," he said, “it is only fair and pro- 
per that the government not condone it 
and further compound the hardship it 
could cause." In a parliamentary ses- 
sion last year, the government also in- 
troduced — and easily passed the 
Civil Law Amendment Act that critics 
also attacked for being ill-considered 


Hooked on foreign aid 


n a recent report to the government, 

Sri Lanka's Finance and Planning 
Minister Ronnie de Mel urgently called 
for a rein on government expenditure, 
saying that the decline in international 
tea prices might cost the government 
around Rs 1.5-2 billion (US$57.7-76.9 
million). He stressed that it was vitally 
important to keep the budget deficit 
for fiscal 1985 (beginning 1 January) 
"within reasonable limits" and de- 
mand "strict financial 
from his ministerial colleagues 

“Our budget deficit which was 23% 
of gross domestic product in 1980 was 
brought down to 10.3% in 1984. This is 
still far too high, and donor countries 
and international organisations like 
the World Bank and the International 
Monetary Fund have been consistently 
impressing on me the need to reduce 
our budget deficit still further if we are 
to contain inflation within reasonable 
limits," de Mel said. 

Without the support of the interna- 
tional donor community, de Mel stress- 
ed, it will not be possible for Sri Lanka 
to finance its development program- 
me. Although there is political instab- 
ility in the north and east of the coun- 
try, where minority Tamil guerillas are 
fighting for a separate state, “our only 
argument with the international com- 
munity for continued aid to Sri Lanka 
is sound economic and financial man- 
agement," he warned. 

"We have continued to obtain 
foreign aid without much diminution 
in 1983 and 1984 because donor coun- 
tries were convinced that we had taken 
certain meaningful steps in this direc- 
tion. The budget still remains the most 
fundamental factor in their calcula- 
tions." 

On the basis of the report, de Mel 
won cabinet approval for his proposal 
that no ministry should seek 
supplementary estimates in 1985, ex- 
cept where expenditure connected 
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discipline" | 








de Mel: staying 





with defence or national security was 
involved. Late-disbursed foreign aid 
may be brought into account by 
supplementary estimates. The cabinet 
will also keep a tight check on capital 
expenditures. 

The 1984 tea-price boom, together 
with a 20% production increase, 
helped Sri Lanka record a comfortable 
balance-of-payments surplus of 290 
million special drawing rights 
(US$284.4 million), the highest in a long 
time. De Mel recently told a group of 
ambassadors from donor countries and 
representatives of aid agencies that the 
country's international reserves were 
enough to cover six months' worth of 
imports, compared with only two 
weeks' reserves when the government 
took office in 1977. 

Inflation, running at 35% in 1980, 
had been brought down to 1095 in 
1984. De Mel said his target for 1985 
was to reduce inflation to a rate of 
6-7% 
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(REVIE '84). 
In one respect, however, the govern- 
ment appears to have been responsive 
to demands to change the land-code 
amendments — but not perhaps in 
parts that bear on the foreign banks’ 
concern. In the same amendments 
passed last year, land-transfer powers 
traditionally held by hereditary sul- 
tans became subject, for the first time, 
to “advice from the State Executive 
Council” — each state’s elected cabinet. 
An amendment to that amendment is 
now before parliament: it removes that 
phrase, returning matters (after a brief 
interlude beginning on 25 March)tothe 
status quo ante. п 





In the first quarter, he said, agricul- 
tural production in all sectors has in- 
creased. In manufacturing, Sri Lanka 
recorded a 12% growth in 
1984, while the service sec- 
tor grew 6%. Tourism, af- 
fected by the disturbances in 
the north and east, declined 
25%, according to the minis- 
ter. Foreign-investment pro- 
posals are still being re- 
ceived at the rate of about 10 
a month but implementation 
is slow with investors adopt- 
ing a. wait-and-see ap- 
proach. Since the 1978 
liberalisation of the econ- 
omy, 346 projects approved 
by the Finance Ministry's 
Foreign Investment Advis- 
ory Committee, which hand- 
les foreign investment out- 
side the free-trade zone 18 
miles north of Colombo, 
have begun operations. In 
addition, 80 free-trade-zone 
factories have come on 
stream. 

"The only fly in the ointment," de 
Mel said, "is the recent declining tea 
prices. I hope it will not bea trend. If it 
becomes a trend, we will lose revenue 
by about Rs 2 billion. This will have 
serious consequences but we hope that 
the present trend in tea prices will be 
reversed." The sharply reduced price 
of tea, which dominates the agricul- 
tural sector, trimmed government re- 
venue (from the ad valorem tea tax) in 
the first quarter to Rs 539.3 million, 
down 48% from a year earlier. Ad val- 
orem tea tax revenue in March 1985 
was Rs 131.3 million, down from Rs 
154.7 million the previous month. The 
first quarters tea sale averaged Rs 
94.11 a kg (gross — inclusive of taxes) 
and Rs 43.5 (net) against Rs 68.56 
(gross) and Rs 49.66 (net) in the first 
quarter of 1984. The March average 
was Rs 49.39 (gross) and Rs 39.16 (net), 
down from Rs 66.88 and Rs 48.64 re- 
spectively, in March 1984. 

— MANIK de SILVA 
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Ax the best is in the | 
Peugeot 505. As one of 


| 
the earliest manufacturers of | 
Automobiles, Peugeot spent | 
years in research and develop 
ment ...... producing depend 
able cars that generations 
have come to trust. And the 
Peugeot reputation grew 
Today, the Peugeot name is 
synonymous with comfort, 
safety, toughness and reliabi- 
lity — a reflection of the very 
best in a world of beautiful 
cars. | 
- 

















Peugeot 505 — 
Blending charm 
with realism; 

refinement with 
efficiency. 


PEUGEOT 











We treasure each encounter. 





Because we believe it’s destiny that we should meet, 
you'll find our service quite different 
from other airlines. It's genuinely 
warm and friendly. And efficient 

In fact, because everyone at 
China Airlines feels exactly the 
same way, you can always be sure 
that each member of our staff is 
doing their best to make your trip 
an event to remember 

After all, destiny is not a thing 
to be taken lightly 
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Umbrellas in Taipei 


To most people, it is merely coincidence that two strangers meet and possibly allow time to pass pleasant) 


Holiday Inn Park View Singapore Subscribe now 
Opening Spring 1985 а 


* Located at the junction of Cuppage and Cavenagh Roads, just off the main 
business and shopping artery of Singapore — Orchard Road. 

* 320 luxurious guest rooms and suites designed for maximum comfort and 
relaxation 

* Business centre offering full executive services 

* Three well designed function rooms tor meetings. seminars and banquets. 


* Concierge floor with express check-in: private lounge with library and 
recreational facilities, 24-hour butler/maid service and complimentary 
continental breakfast 
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* Rooftop swimming pool, health club and sauna JETSPEEDED RATES 

* New Orleans — an elegant restaurant with the jazz-era ambience of Country 3monts T smonms Т 1 year 
old New Orleans, specialising in seafood and creole = L 5i BS B$ 
dishes. "eua $19 US$ | USS64 

* Fragrant Blossom servings the finest in Cantonese cuisine ea $10 0 $64 

Iandoor offering a variety of dishes prepared in the € $19 $3500 | USS 

traditional Indian style = V6 50000 | ¥11 80000 | Y21s00 0 

* Window on the Park much more than a coffee shop, with an extensive "T yv TT | 
menu of Asian specialities, European favourites and = rr T 
light snacks — - 


* Clemenceau's comfortable lobby-level cocktail lounge УИЙН ИУС 
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... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription, Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind 





Rate: Soft cover US$21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon 
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The Review Focuses on 
Australia 


As Australia moves closer every year into a relationship with its 
Asian neighbours, the Review is turning its attention more closely 
on this fascinating country. 


Last year a full editorial bureau was established in Sydney and 
in May the full strength of the Review's highly skilled staff writers 
plus contributors will turn its attention on Australia. 


The Focus will re-examine the record of the Hawke 
government and will study sector by sector the economic picture: 
resources, agriculture, banking and tourism. 


The Focus will also study Australia’s place in the Anzus alliance 
and pay particular attention to the news that 16 foreign banks 
have now been granted licenses to operate Down Under. 


As the World’s premier publication on Asian affairs, the 
Review is considered an essential part of the business day for over 
200,000 senior executives in banking, industry, government and 
the professions and no other publication has a greater command 
of their attention. 


In a Focus issue, this is even more true. 


An advertisement in the FAR 
EASTERN ECONOMIC REVIEW 
continues to be the most cost 
effective means of reaching Asia’s 
decision makers. If your company is 
not already advertising with us, why 
not start by taking the excellent 
opportunity of an advertisement in 
the Review’s Focus on Australia by 
contacting: 


Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review Ltd 
G P O Box 160 

Hong Kong 
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THE 24 HOUR SQUARE 


Only Exchange Square provides all the facilities your company needs to operate around the clock. 
So now you can conduct business with the world right from your own office. No matter what 
time of day or night. 

All the communications and data facilities in Exchange Square are fully operational 24 hours a day 
Backed-up by an around the clock maintenance service. 

And zoned air-conditioning is available on a 24 hour basis. 

Incoming night calls can be automatically directed to your home, or to a pre-selected number. 
The central answering service can also pass on messages. 

And should you want to enter the office late at night you simply use a pre-selected code to 
operate the lift to your floor. Needless to say the management staff are also on duty 24 hours a day. 
If time is money, Exchange Square gives you every minute of every day. 


The time to act is now. Tenants are already moving in. 
Please contact: Hongkong Land (tel: 5-8428288, telex: 75102) or 
Jones Lang Wootton (tel: 5-217171, telex: 74247). 
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* THE small-town mentality has 
once again won out in Hongkong over 
what ought to be paramount consid- 
erations of its importance as an inter- 
national financial centre. One of 
those considerations is that if the 
Hongkong stockmarket has preten- 
sions to maturity in terms of capitali- 
Sation, then it should also strive for 
maturity in disclosure of corporate 
information. Disclosure, however, is 
still a dirty word when it comes to re- 
vealing who owns listed companies’ 
shares and how they wheel and deal 
in them. 

The latest draft of the Securities 
(Stock Exchange Listing) Rules put 
out on 2. April by the Office of the 
Commissioner for Securities makes 
some sensible (if overdue) recommen- 
dations for notifying price-sensitive 
transactions by companies, but it 
completely ducks the issue of disclos- 
ing shareholdings and dealings in 
those companies. The original draft, a 
year ago, at least tried to introduce 
some rudimentary requirements in 
this direction. 

What has happened between then 
and now, apart from the departure of 
former commissioner of securities 
Robert Fell to become banking com- 
missioner, and the appointment of 
Ray Astin to succeed him? The most 
charitable answer is that legalistic 
considerations have intervened. The 
more likely explanation is that these 
are being used as a cover for prevari- 
cation and procrastination on the 
part of more timid elements in gov- 
ernment — a concealed, dead hand. 

Fell slipped into his draft “com- 
mission rules" back in April 1984 a 
requirement that the directors of a 
listed company must disclose (pro- 
vided they knew themselves) details 
of any other company holding 10% or 
more of the shares in their own com- 
pany. They would also have to dis- 
close details of shareholdings in their 
company by “substantial sharehold- 
ers," directors and officers — again 
assuming that they knew themselves. 
Had this particular rule been 
adopted, it would have gained statut- 
ory force even though there is no 
existing requirement in company law. 

This was a bit of a punt. Astin, des- 
-pite his legal background, appears to 
have been willing to take à gamble 
too. But higher sources decided the 
commission had gone beyond its 
terms of reference. So the second 
draft has come back from the offi- 
cial Law Draftsman with all refer- 
ences to disclosure of shareholdings 
removed. 2542; 
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The undisclosed big hand 


Such apparent pusillanimity can 
be excused only if it is followed up by 
a more comprehensive approach to 


the whole question of disclosure of 


holdings and dealings. It is now ar- 
gued that one is meaningless without 
the other and that company law 
should require any individual to dis- 
close to a company any holding of, 
say, 10% or more of that company's 
shares. (Britain requires such disclo- 
sure at 5%.) Listed companies would 
then have to disclose major share- 
holders in the directors' annual re- 
port, and to report major dealings 
regularly to the commission. 

It is also argued that, when the offi- 
cial reports on the affairs of Carrian 
Holdings апа Eda Investments are 
completed (at the end of this year and 
around mid-year respectively), they 


, might evoke а moral climate which 


favours more disclosure. But it is 
hard to see how such a climate can be 
created without the guarantee that 
either report will be made public. 
The latest listing rule proposals, 
which may reach the statute books 
around August provided they are not 
watered down even further by corpo- 
rate and professional lobbies, deserve 
one cheer for requiring listed com- 
panies to notify certain price-sensi- 
tive transactions. (It can hardly be 
Stressed too many times though that 
there is nothing more price sensitive 


than major dealings by individuals 
` Who may already be in the know.) 


If a company acquires or disposes 
df an asset representing more than 
15% of its consolidated assets, or 
buys or sells a subsidiary or makes 
any "changes in the character of the 
business" affecting more than 10% of 
consolidated assets, it must notify. 
Notification means by press notice to 
the stock exchange and the securities 
commissioner on the trading day fol- 
lowing the material transaction. 
@ SHAREHOLDERS in Wheelock 
Marden who have already accepted of- 
fers for their company may wonder if 
they have sold out too cheaply.. 
cially those who accepted the original 
offer of HK$6 an A share and 60 HK 
cents for their B shares from Tan Sri 
Khoo Teck Puat's Falwyn Co. 

Since then, a bidding duel between 


.Falwyn and Sir Yue-kong Pao's 


Hongkong & Kowloon Wharf have 
pushed the bid prices up to HK$7.40 
an A share and 74 cents a B share. The 
latter bid came from Wharf, which 
now has something over 50% of 
Wheelock's voting rights, with Khoo 
dropping out of the running. Now, a 
letter from a committee of 


Тес POP 


Wheelock's 
board, advised 
by merchant 
bank East Asia 
Warburg,  sug- 
gests that Whee- 
lock's assets may 
be worth HK$8 
and 80 cents an A 
and B share re- 
spectively. 

The Wheelock 
board (minus of course those direc- 
tors Wharf has recently appointed) 
had principal properties revalued, 
and put an “earnings-related” valua- 
tion on Wheelock's controlling in- 
terest in companies such as Lane 
Crawford. 

Yet, the board committee headed by 
Wheelock managing director H. W. 
Leung (one of only three Wheelock 
directors with a service contract run- 
ning to the end of 1986 — the others 
are Marden himself and W. J. Lees) is 
recommending. Wharf's latest offer. 
It argues that the revamped asset 
values are somewhat notional in 
terms of future earnings generation 
or break-up value, that the offer re- 
presents a fair exit price/earnings 
ratio of 14.6 — and that anyway 
Wharf already has control. Those 
who reject the offer could find them- 
selves locked in to а relatively 
tiny and unmarketable minority 
holding. 

Wharf shareholders should not 
take this veiled threat of impotence 
too seriously. Even if Hongkong's 
laws do not provide the same protec- 
tion to “oppressed minority” share- 
holders as do Britain's for instance, 
they can still make their presence 
felt enough to make it worthwhile 
for Wharf to pay a premium over the 
new asset values in order to get 
them out. After all, Wheelock has 
now bitten the bullet and written 
off some HK$240 million against its 
sick Wheelock Maritime subsidiary 
and there are.said to be no. more 


horrors їо, соте from. that quar- 


ter, r, 

What is more, Wheelock Marden 
group had cash less borrowings of 
HK$1.75 billion at 31 December 
1984, of which HK$693 million is at- 
tributable directly to the Wheelock 
Marden holding copmpany. That re- 
presents no less than 27% of the value 
of the bid and it is a fair bet that 
Wharf would get at the cash further 
downstream if it so wished. The bid 
could yet be upped and/or extended 
before its scheduled closure on 18 
April. 
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By Bruce Roscoe in Tokyo _ 


* enior United States’ trade officials 
in Tokyo say they suffer from a re- 
curring nightmare: that one morning 
they will awake to find Japan has dis- 
mantled all its trade barriers but still 
S. companies. perform no better in 
Japan than they have in the past. 

"The bad dreams are being fed by a 

growing realisation that many of the 
US- trading difficulties with Japan 
üre,toa great extent, of its own making 
{Һе high value of the dollar, for one 
ut; more importantly, that real cul- 
al impediments to a profitable con- 
t of business do exist, and will not 
away simply as a result of legalistic 
etion on the part of Japan. 

‘But the nightmare still is a long way 
‘om: becoming a reality. When Japan 
nnounced an outline of its seventh 
market-opening package on 9 April, | 
he officials found that the world was, 







































































:8.April. "The package was not in- 
ented by the US. They are perfectly 
free to announce their plans for the fu- 
ture and call it a package if they want 
to," was the sardonic comment of one 
exasperated US official. “The test will 
e in the results in the marketplace, 
when US exporters can say, ‘I used to 
feel the market is closed but now I 
don't feel that way." That is the test." ` 
Although the announcement of the 
trade measures came within two weeks 
{the US Senate Finance Committee's 
inanimous approval of a resolution 
demanding trade retaliation against 
Japan (Review, 11.Apr:), the timing 
was entirely coincidental. The. mea- 
sures were, in fact, properly addressed 
tothe OECD meetings in Paris on 11- 
:32 April. 

Japan had been asked by the OECD 
to make a five-point presentation on 
what it could do to increase imports, | 
promote direct investment overseas, 
liberalise financial, markets, expand 
"domestic. ‘consumption, rand’ enable 
foreign concerns to more:easily-brenk 
‘into the home market. Foreign Minis- 
{ег Shintaro. Abe is attending the 
“OECD meetings with the package in 
nd. 

. The congressional outrage atJ apan, 
according to US officials in Tokyo, was 
‘sparked by the apparent. implication 
by the Japanese Ministry of-Interna- 
tional Trade and Industry that a con- 
tinuation of voluntary-restraint.on car 
exports to the US would constitute the 
extent of Japari’s trade concessions for 
1985. “That hit Washington pretty | 
hard," commented one official. Car ex+ 
ports had been limited to Д 85 million 








different from the one they knew on ` | 














дарап has plans for opening its market to US 
goods to stave off conflict, but no details yet 


units for the year ended 31 March 1984, 
and would be "restricted" to:2.3 mil- 
lion this fiscal year. 

Foreign tempers flared further in 


Tokyo when the Japanese news media | 
somewhat triumphantly used the new | 
limit of 2.3 million cars in calculations | 
to show that 40% of Japanese exports ` 


to the US were now subject to import 
controls. This calculation, though 
technically correct, prompted one offi- 
cial to ask: “If you are shipping over 2 
million cars, is there a restriction?" He 
predicted the US trade deficit with 
Japan would grow from US$37 billion 
to a minimum of US$40 billion this 
year. 

Few decisive market- liberalisation 
steps were unveiled on 9 April. Instead, 
the Japanese Government for the most 
part promised to prepare an "action 


].three years.  .; i 





y 
'commended Steps implemented over 


Prime Minister Yasuhiro Nakasone, 
in an exercise of consummate show- 


imanship. most untypical of customar- 
‘ily staid Japanese prime ministers, 


provided. the highlight of the an+ 


| nouncement when he gave his “state 
| of-the-market" address to a televised 
press conference. (Although: foreign 


correspondents could attend the con- 
ference; only Japanese journalists 
were allowed to ask questions after- 
wards.) 


arried by. most nationwide chan- 

nels, the address politely but di- 
rectly commanded the populace to buy 
more foreign goods: And іта rare, if 
not unprecedénted, confession, Naka- 
sone admitted the correlation between 
booming Japanese exports to Europe 
and the US and the rising number of 
Europeans and Americans un- 
employed. Japanese viewers watched 
their prime minister point to a Euro- 
pean and US unemployment chart, 
nóting the progressively rising lines. 





An uneasy truce 


The US administration is satisfied with Nakasone's offer, 
but will congress settle for words without actions? 


By Robert Manning in Washington 


A combination of Japanese moves = 
Prime Minister Yasuhiro Naka- 
sone's 9 April appeal to the Japanese to 
import more, along with the unveiling 
of a three-year 
improve market access, and conce 
sions in telecommunications and о 
sectors -— have gained Tokyo a 
ary reprieve, in its trade di 
the United States. 
White House Chief of St 
Regan issued. a quick response 
Nakasone initiative, describing. it as 
“an unprecedented appeal to the Ja- 
panese people to embark on the path of 
free trade.” But he qualified the White 
House optimism, coneeding that the 
. new programme “contains few new ог 
immediate market-opening.. mea- 
| sures,” He hoped details of the plan to 
Бе worked out by July would involve 
concrete action. = 
The decidedly upbeat US reaction 
, emphasising progress made in key sec- 
torso such as telecommunications 
elearly underscores US. President 
Ronald Reagan's : ‚ administration’ S 
view,that.its tactics. are generating re- 
sults, and that it. will hold the. line 


against protectionist measures in the 
2 US. Congress, 


«The positive response given by the 





-has not reacted yet." A State Depart- 


“action programme" tov: 
ment official said it was unlikely ti 









|.— were sorted out: Several US 4t. 





"White House, a a ЫБ trade official: told 


the REVIEW, “is a bit deceptive. The Ja- 


: panese conspicuously timed the move 
| to coincide with congress’ Easter re- 


cess; so their most important audience 












congress would go beyond. th 
binding resolutions » already pé 
until: key outstanding issues 
telecommunications as the benc 


officials expressed strong sceptié sm 
about Nakasone's ability to implenient 
the market-àccess moves, and a Com- 
merce Department official said: "Im 
still not sure we're on the same wave- 
length." 

. But US officials were generally im- 


“pressed by Nakasone's televised, ap- 


peal for Japan to import, and.also cited 


the opening of the Japanese market for 


telecommunications satellites — a sec- 
torin which the US is the world leader 
— as.a new development. 

‘Tokyo had previously. mage two key 
concessions in the'recent round of talks 
on telecommunications for which the 
US had pushed hard: Nakasone agreed 
to..allow officials. of subsidiaries of 
foreign firms (though by law.they must 


| be Japanese citizens) to participate as 
full members on the Advisory Council 
of the: ‘Ministry of Posts and C i 
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'Nakasone: 'here's how we'll do it.’ 


"The number of jobless in Europe is 
bounding up like this," the prime 
minister exclaimed. j 
"Japan lives by trade. We: have no 
natural resources. We import raw mat- 
erials and export manufactured pro- 
ducts. We will suffer most if there are 
trade restrictions," Nakasone said, 
adding that Japan could “not survive" 
unless foreign goods could be "freely 
sold in our market." He also pointed to 








cations which will be expanded to 22 
members. 
hy addition, after a meeting with 
Reagan's special envoy, Gaston Sigur, 
on 1 April, Nakasone agreed to reduce 
the number of technical standards 
(from 53'to 30) for telecommunications 
equipment. The US has urged that 
Japan adopt the same single staridard 
as'the US has since deregulating its 
own telecommunications indüstry — 
"that is to allow anything which does 
not harm the network. 


espite'public optimism, US offi- 
cials;^when pressed, are more re- 
served ‘about Nakasone's ability’ to 
steer his’ policies through the Japanese 
‘bureaucraey, where previous matket- 
‘opening? Moves have quietly ‘died. 












huge trade surpluses, 
Gnphasiecd that there 
had to be a “balance be- 
tween exports and im- 
ports,” and even alluded 
to trade barriers as one 
of the causes of World 
War II. 

But the prime minis- 
ters  insistence that 
from now on Japan 
would treat all trading 
partners — he named 
Asean, European Eco- 
nomic Community na- 
tions and the US — 
equally in freeing up 
trade was not substan- 
tiated by the outline of 
the package. Reaction 
from some Asean nations was swift. 
The planned trade concessions clearly 
would benefit mostly the US. To some 
US officials, that is as it should be. 
“Over the years we have been very ac- 


z tive," said one. “The hard work of our 


trade negotiators has meant that the 
rest of the world has gotten a free ride 
[іп penetrating the Japanese market). " 

The announcement represented a 
summary of a 48-page document titled 


"Part of the problem," 
said Assistant Secretary 
of State Paul Wolfowitz, 
is that "whenever you 
have entrenched protec- 
tionism there are a lot of 
people who resist." One 
negative sign cited by 
US officials is that 
Hughes Aircraft Co. was 
told, shortly after the 
deregulation went into 
effect, to delay indefi- 
nitely a request to sell 
satellites іп Japan. 
Hughes is proposing a 
partnership with two 
Japanese firms, C. Itoh 
& Co. and Mitsui & Co. 
In the three other sec- 
tors — electronics, medi- 


‘cal’ equipment and pharmaceuticals, 


and forestry products — targeted for 
disCussion at the Reagan-Nakasone 
meéting іп January in Los Angeles, 
theré is little sign of movement in the 
Nakasone initiative. Tokyo has agreed 
to aecept some foreign clinical-test 
data, but how the new rules will be 
implemented remains to be seen. In 
regard to forestry products, Japan 
has'agreed only to "positively consider 
the redüction in tariffs" by the third 
year of thé programme. A State De- 
partment official told the REVIEW: “We 
didn't expect much in the-new pro- 
gramme. We've only had a couple of 
meetings since Los Angeles. The key 
thing, though, is if the political will is 
there, and that is not clear in some 
areas." 











Um паегу г" pe 
eport of the Advisory Committee for | 
External Economic Measures, which | 


was compiled by a high-powered panel 
of industrialists, academics and dip- 
lomaf$ headed by Saburo Okita, før- 
merly foreign minister in Masayoshi 
Ohira's cabinet and currently chair- 
man of the Institute for Domestic and 
International Policy Studies 


pecifically, the summary proposed 
that the “action programme" should 
reduce tariffs, import. restrictions, 
standards, certification, and import 
procedures; increase government pro- 
curement of foreign goods, 
liberalise financial and capital mar- 
kets and the service industry. It placed 
particular weight on the need to im- 
port more manufactured products. To 
this end, “an intensive campaign 
through advertisements in news- 
papers, magazines, on posters, and on 
the streets and on television will be 
carried out to appeal to the Japanese 
people and firms to encourage their ef- 
forts to expand the import of foreign- 
manufactured goods," the summary 
said. 
But the full report declined to name 
any specific manufactured products 
for which aceess would be made easier 


A US scorecard circulating among 
senior US officials gives Japan largely 
negative marks on US requests in all 
three sectors — six of seven in forestry 
products, four of five in medical equip- 
ment, and four of eight on electronics. 


The list was reportedly shown to Ja- - 


panese Deputy Foreign Minister Reishi 
Teshimi, who arrived here to explain 
Tokyo's position to a congress that 
wants action, not words. Congress was 
adjourning for its Easter recess the day 
he arrived. Analysts here say Tokyo 
has underestimated the unusual depth 
of anti-Japanese feeling in congress. 
"They aim to please Reagan, and dis- 
miss. Capitol Hill,” a congressional 
aide said. 

The mood appears to be spreading to 
part of the US business community. 
This was evidenced by a statement is- 
sued'by David Packard, chief execu- 
tive officer ıof Packard-Bell’ Eleótro- 
nies: and chairman ofthe US-Japan 
Advisory Commission, suggesting that 
the US impose quotas on Japanese 


itelecommunications. and electronics 


equipment'' until reciprocity is 
achieved. Such retaliatory actions — 
including а 20% import surchargé on 
Japanese goods — will be considered 
by congress'in coming months with in- 
creasing seriousness. And administra- 
tion officials keep their cards close to 
their chest when asked how they would 
react'if retaliatory legislation beyond 
non-binding resolutions were passed. 
The next major encounter will be in 
Bonn during the Western. economic 
summit in May when Reagan and 
Nakasone will review the situation. 
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ill give no hints as to wh: 
| they may be. i 
|. Some ground was conceded to the 
| US on the question of product stand- 
` ards and import procedures which, the 
— report said, "should be rationalised on 
_ the basis of the principles of simplicity 
` and transparency" — an unstated 
— though nonetheless clear reference to 
-— telecommunications equipment. The 
` number of product standards for tele- 
` communications imports recently 
_ were reduced from 53 to 30, and US of- 
— ficials say they have received a verbal 
commitment from Japan that the 
number will be cut further. “Japan's 
` "telecommunications market is now 
— about 80% as open as that of the US," 
one official said. "They have gone a 
- long way.” 
The Export-Import Bank of Japan 
would reduce the interest rate for the 
"import of manufactures and a series of 
import-promotion trade fairs would be 
eld across the nation. Japanese ex- 
ports would be moderated to “promote 
` а balanced expansion of trade" and 
1 “avoid concentration of specific pro- 
_ ducts in specific regions." 
| Nakasone said Japan could only give 
reign exporters "the chance" to do 
ess in Japan. The rest would be 
— | up to them. The government would en- 
| | courage importers to buy more, but it 
— would not wish to intervene to ensure 
| that they did. Foreigners needed to 





Esso Malaysia down 


Exxon Corp.'s Malaysian subsidiary 
Esso Malaysia reported after-tax 
earnings for the year ended 31 March 
nearly 16% down on returns for 
1983-84. Esso said the decline, to 
M$58.7 million (US$23.3 million), 
was due to falling regional oil prices 
and lower fuel-oil sales. Fertiliser 
business improved slightly, but the 
market for nitrogenous fertilisers 
was uncertain, given the growth of 
installed capacity in the region. Pub- 
licly listed Esso announced a final di- 
vidend of 20 M cents gross (90 cents in 
1983), bringing the year's total to 30 
cents gross (previously M$2). In 1984, 
the company split its M$I'sharesinto 
50-cent units. — JAMES CLAD 


Great Eastern firms 


Great Eastern Life Assurance, the 
premier insurance firm in Singapore 
and Malaysia, recorded modest 
growth in the year ended 31 Dec. 
1984, though the insurance business 
has seen a general downturn in the 
region. The group’s net profit rose 
4.6% to S$13.1 million (US$5.9 mil- 
lion) owing mainly to improved in- 
vestment and premium income from 


- = T E 
: ie 
еа re WHITE МЕ 





Malaysia and Brunei. However, the 


speak Japanese, just as Japan 
nessmen selling to the US recognis 
they needed to speak English and pre- 
pare English-language promotional 
materials. The qualifications to the 
market-opening contained in the sum- 
mary report, however, were more 
worrying, One justification cited for 
continuance of trade barriers was 
“maintenance and safety of the lives of 
the people," which could be, inter- 
preted to mean just about anything — 
protecting jobs, for instance. ,, 








N akasone did, however, appear total- 
ly committed to trade liberalisa- 
tion. The question now will become 
whether he has the power to translate 
that political will into administrative 
action. Some political analysts doubt 
that he has. They hold that the 
bureaucracy will respond to a push, 


but only at its own pace, and that the | 


real battle will be fought not between 
Japan and the US but among bureau- 
cratic factions whose interests are in 
conflict over the liberalisation issues. 
Certainly, whether the package will 
defuse the bilateral trade crisis will de- 
pend largely on the speed at which Ja- 
panese ministries act to free up a host 
of industries controlled and “саг- 
telised" by bureaucratic directive. If 
the attitude of US officials in Tokyo 
accurately reflects — Washington's 


COMPANY RESULTS 


results did not reveal the breakdown 
of investment and premium incomes. 
Directors declared a gross dividend 
of 14 S cents a share, unchanged from 
1983. — V. G. KULKARNI 


PLDT connects i 


With the advantage of 90%-plu 

market control, Philippine Long Dis- 
tance Telephone Co. realised net in- 
come of 2284 million (US$15.4 mil- 
lion) last year, P54 million more than 
in the preceding year. Two other en- 
tities, Boge Medellin Milling Co. and 
Marsman and Co. duplicated the feat. 
Sugar-based Boge registered a mod- 
est improvement in net income to 
P10.61 million in the year ended Sep- 
tember 1984 from P10.40 million in 
the preceding year. In the case of 
pharmaceuticals trader Marsman, 
net income more than doubled. to 
P10.59 million. — LEO GONZAGA 


Fair wind at Fairfax 


A resurgence in newspaper advertis- 
ing helped Australian media group 
John Fairfax record a 45" rise in net 
profits to A$24.77 million: (US$16.2 
million) in the 27 weeks to 30 Dec. 
1984,.on turnover of A$365.94 mil- 
lion, up 28% on the same period a 
year earlier. A particularly strong 











mood, time is not on Japan's side. 
"Slow-walking us is not viable. They 
have got to do better," warned one US 
official. 

But there is a disturbing, cyclical 
element in the US strategy to pry open 
Japan's trade doors. And each time the 
mood of the US Congress is used as the 
crowbar to do the dirty work. Some Ja- 
panese observers appear to believe 
that the threat of retaliatory trade ac- 
tion by congress has been used too 
many times against Japan for it to have 
much effect now. 

It isnot clear whether the current US 


campaign heralds a concerted do-or- 


contribution came from the David 
Syme and Co. subsidiary, publisher 
of the Melbourne-based newspaper 
The Age, which lifted net profit 144% 
to A$5.89 million on a 34% rise in ad- 
vertising volume.: Advertising in its 
Sydney newspapers, led by The Syd- 
ney Morning Herald, grew 18% but 
broadcasting advertisers showed 
“hesitancy,” according to general 
manager Greg Gardiner. 

— HAMISH McDONALD 


Supreme performance 
Supreme Corp. — the corporate vehi- 
cle of Malaysian Chinese Association 
politician Tan Koon Swan — has 
turned in improved results for the six 
months ending 31 Dec. 1984. The 
board reported group pre-tax profits 
climbing 15% to M$14 million 
(US$5.6 million) on the back of im- 
proved turnover growth to nearly 
M$100 million (a 60% rise). The com- 
pany said restructuring of the group's 
disparate plantation, finance and 
property operations had helped lift 
profits “despite the less-favourable 
climate,” and after-tax figures show 
a 28% gain to M$6.8 million despite а 
larger tax bite and no extraordinary 
gains. No dividend was announced. 
— JAMES CLAD 
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die thrust to make Japan as open as US 
officials claim their markets are, or 
simply represents another of many re- 
cent short-term shoves. If it is the lat- 
ter, there already are indications that 
possible gains to be made by the effort 
stand some chance of a later cancella- 
tion by protectionist-minded Japanese 
political interests which would hap- 
pily work to close up new openings in| 
some markets. 

| The most recent example of precisely 
such a move can be found in the some- 
what euphemistically termed "Fruit 
Industry Promotion Special Reform 
Bill" which was approved by the 
House of Councillors on 29 March and 
is now before the House of Representa- 
tives. Its passage is virtually certain. 
The bill is intended to see that no harm 
comes to citrus fruit growers as a result 
of the expanded orange-import quota 
Tokyo gave Washington last year, 
along with a bilateral concession on 
beef. This deal was hailed as a major 
political victory, yet within less than a 
year the good work seemed about to be 
undone. 

According to an authoritative Ja- 
panese agricultural journal, the bill 
would “add a clause to the current Na- 
tional Regulations Measures to make 
the import of fruit more difficult. It is 
designed to protect local fruit growers 
who must reduce production as a result 
of the market being swamped by im- 
ported fruit.” п 


























Sembawang loses 


Singapore’s Sembawang Shipyard 
suffered a net loss of $82.6 million 
(US$1.2 million) in 1984, the first 
such loss in four years. The group had 
posted a record profit of $$105.2 mil- 
lion in 1981, but by 1983 the profit 
had shrunk to a mere S$2.8 million. 
The directors attributed the 
poor showing to depressed ship- 
repair business. They did not ven- 
ture any forecast for the current 
year. For 1984 a dividend of 7.5% was 
declared, down from 10% in 1983 and 
2095 the year before that. 
— V. G. KULKARNI 


BPI gains 
Bank of the Philippine Islands (BPI), 
the commercial-banking arm of the 
Ayala conglomerate, realised net in- 
come of P217.23 million (US$11.7 
million) from gross revenue of P2.46 
billion in calendar 1984 against a 
P155.33. million net income from 
P1.54 billion revenue in 1983. Des- 
pite the better figures, BPI president 
Xavier Loinaz emphasised the need 
for stringent corporate measures in 
view of what is called “the continu- 
ing spectre of uncertainties.” 

—LEO GONZAGA 
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AT CROSS PURPOSES 


he sixth Asean-United States | market, and were hit hard by recent 
dialogue meeting held in early | US import restrictions. The US had 
April suggests that all is not harmony | no response to Asean's request that 
in the Pacific Basin. The meeting the renegotiation of the Multi-Fibre 
highlighted rifts between the US and Arrangement in 1986 should improve 
Asean on a number of key tradeissues | less-developed countries’ market ac- 
(including the new trade round urged | cess to the industrialised countries. 
by Washington and Tokyo) but also Addressing Asean's concern about 
raised the prospects of US partici- the US disposal of surplus stockpiled 
pation in international commodity tin, the US made no suggestion of ab- 
schemes. rogating the US-Asean Memoran- 
Speaking for Asean, Vicente Val- dum of Understanding on tin 
depenas, director-general of the Na- stockpiles. In regard to other com- 
tional Economic Development Au- | modities, Asean, according to the 
thority of the Philippines, said a new joint statement, “expressed support" 
trade round, "if itisto bemeaningful, | for the Tropical Timber Agreement, 
should give the highest priority to im- The US said it was studying the pact, 
proving the developing countries’ and would decide on entry in 
market access to the developed coun- | weeks. As for Asean's concern about 
tries.” The US however, stressed “the | a new international rubber agree- 
need for reciprocal negotiations." | ment, Wallis said that in the US view, 
According to the joint statement is- | the renegotiation is predicated on the 
sued at the end of the meeting, US | implementation of all provisions of 
Undersecretary of State Allen Wallis | the existing agreement. 
asked Asean governments to “calcu- Confronted with charges of creep- 
late the costs of statist policies." ing protectionism, US officials' re- 
Wallis also said that most of the | sponse was that US-Asean two-way 
textiles-related countervailing duty | trade increased 20% in the past two 
cases since last August had been re- | years (12% last year) and totalled 
solved. But the Asean delegates’ ar- | US$26.3 billion last year, while US 
gument was that they had only a direct investment in Asean reached 
small share of the US textile-imports | US$8 billion by 1984. — ROBERT MANNING 
































These units having been sold, this announcement appears as a matter of record only. 
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` Easter delights bulls 


IN a period shortened by the Easter holidays, most markets in Asia surged ahead. 
Hongkong led the bulls, gaining nearly 6% in value over the period to record a new 
three-year high. Losers for the period to 8 Apr. included Japan, a ripe target for profit- 


taking after recent hefty gains. 


HONGKONG: The market soared to three-year 
highs in the three-day, pre-Easter period. The 
Hang Seng Index put on 82 points to close on 4 
Apr. at 1,471.25 in a frenzy of bargain-hunting 
that caught most investors by surprise. The clos- 
ing level represented a nearly 23% increase in 
value on the December close. Reports that two 
prime properties of cash-strapped Hongkong 
Land were the subject of sales negotiations indi- 
cated that the property market was moving and 
encouraged market sentiment. Rumours of take- 
over attempts on a wide range of companies 
again surfaced to fuel the index's surge. 


TOKYO: Relatively low-priced shares gained 

popularity during the period in a market which is 

now widely seen as overpriced. Turnover hit a 

— high of 729 million shares on 3 Apr. while daily 
trading for the period averaged a volume of 506.1 
million shares. The Nikkei Dow-Jones Average, 
which hit a record 12,677.15 points on 1 Apr., 
maintained its high position during the period, 

ending at 12,635.96 points on 8 Apr. Special in- 
vestment-trust (tokkin) funds made their pre- 
sence known, moving especially into pharma- 
ceutical-related issues. 


AUSTRALIA: The continuing fall of the Austra- 
lian dollar kept interest high in resource stocks. 
A fall in the Hongkong gold price produced a 
'sharp retreat in gold stocks on 2 Apr., but this 
was almost offset by the next two days of bar- 
gain-hunting, as exchange-rate movements kept 
the Australian-dollar price of export metals up. 
When the markets closed on 4 Apr. for the Easter 
break, the Australian All-Ordinaries Index had 
been pushed to a record high of 842, a gain of 13.4 
points over the period. The All-Industrials Index 
put on 4.7 points to 1,195.2 while the All-Re- 
sources Index was the strength of the market 
with a hefty 19.1-point rise to 566.8 points. 


NEW ZEALAND: in the short pre-Easter period 


stock prices picked up in a somewhat-delayed 
reaction to recent on-market bid activity. The 
extra push given by NZ Forest Products’: US$55 


~ — million cash offer for 10% of Alex Harvey proved 


to be the pivotal factor. Although high interest 
rates continued to attract a lot of funds released 
by these bids, enough was being reinvested in a 
relatively thin market to push'the index'steadily 
back towards its all-time peak. À 


SEOUL: Optimism dominated the period owing 
to government plans to spur small-investors’ 
participation.in the market through tax changes, 
an anticipated influx of funds from two interna- 
tional trusts later this month, which will total 
US$60 million, and periodic rumours about 
trade with China. The index rose 0.44 of a point 
to 136.74, and volume was up 1 million units to 
21.995 million. Wood and wood products showed 
the best results; up 20.19 points, followed by 
transport. équipment, up 4.14. Down were 
machinery, off 5.16, and electronics, down 3.01 
points, due to profit-taking. 


Yes б; 















i NEW ZEALAND 
AUSTRALIA 


SINGAPORE: share prices firmed in light 


trading as bargain hunters left the sidelines. The 
Fraser's Industrial Index edged up 27.05 points 
to close at 4,563.51 on 8 Apr. United States in- 
stitutional buyers were reported a¢tive to be in 
blue-chip bank stocks. Plantations also held up 
well as Harrisons Malaysia Plantations made its 
debut, closing the period at 5$3.5 (US$1.59). a 
share in thin trading. Pan-Electric Industries, 
which reported healthy profits, was actively 
traded with 1.85 million shares changing hands. 
Average daily turnover was 10.9 million shares. 


KUALA LUMPUR: Despite government moves 


to release more funds into the banking system, 
investors stayed away from the market, as did 
most major institutional buyers, Also weakening 
the market was a selling mood on Wall Street. 
Turnover fell sharply to just 6.6 million shares on 
the last day of the period. Even recent specula- 
tive counters such as property-based Metroplex 
or Supreme Corp. failed to excite much interest, 
Most finance counters were down — with Over- 
sea-Chinese Banking Corp. losing 20 M cents (8 
US cents) over the period — but palm-oil based 
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plantation stocks generally rose. к Harde d 310 +08 
paio C EB ec вет. 
TAIWAN: The market continued _, generally PS porq RE ess +58 
weak, with the weighted price index dropping to | mimHolangs зз 79 
766.65, down 1.74 points oyer the,period. Aver- | Wee оа 
age daily transactions were down at NT$442 mil- Poko Wallsend 421 +12 
lion (US$11.3 million), making it the fourth suc- ык abs i m 
cessive period that volume had dropped. With Sanh н 429 +36 
Taiwan's export growth lagging behind last MM t nes tee 
year's performance and capita] investment con- Westpac 349 +06 
tinuing at low levels, investors are hardly brim- iens 118 2 
ming with confidence about tle/market's im- By 
mediate prospects. Pag HONGKONG 
MANILA: volume sunk to a 25-year low on the Hang Seng Index. 
Manila market. A major dampener was the sud- 2 Apr ian 
den tightening of credit which pushed the aver- 3 Apr. 1.451 
age rate for call loans past 50%, the highest since | 4 Apr. “4,471 
last October. The mining index slipped 2.36 pap cia 
points to 686.72 points; in contrast, the commer- са “| 
cial-industrial index improved 0.07 of a point to ү 
132.17 points, mainly due to a 20-centavo mark- ee ee 
up for San Miguel. Overall turnover reached |  Associstedtotets 046 = 
only 37.74 million shares worth P1.92 million. | ме", an 1d 
ns point to another anaemic period for uv Mo Ms 
stoc 5. бе (New) i 34 +155 
Evergo 116 +84 
BANGKOK: The rising trend at the Securities | f £ Сототт Me ME 
Exchange of Thailand continued unabated as | пера Hos 2625 10 
Great Eagte ов! 66 


buying’ picked up momentum. Siam Cement, 
IFCT and Mah Boonkrong continued to attract 
steady attention, with the former-twe-turning in- 
creasingly more aggressive, Although Siam Ce- 
ment saw profit-takers pare some of its early 
gains, it was popular enough to close the four- 
day period firmer. The Book Club Index ended 
the period at 133.12, gaining a healthy- 2:04 
points on the previous period's finish. Volume 
shot up to 3.48 million units valued at Baht 690,5 
million (US$25 million), resulting in^a'"dafly 
average of Baht 172.6 million. 


HONGKONG 
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Reliability and quality are built in, as you'd 
expect from an organisation with the inter- 
national experience and expertise of Philips. So if 
you're thinking ahead to better business 
efficiency, think Philips. 

Use the coupon to look into TBX today. 
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No one asks you to go this far and yet. 
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_.. in business you must perform 





Banking and financial services for 
high achievers 


M=” a profit is the ultimate objective 
of апу dynamic businessman. But it is 
not the only one! Personal achievement is 
also a driving force: improving efficiency, 
negotiating a contract, overtaking competi- 
tors, developing new markets, earning the 
confidence of customers. 

Since you seek personal achievement in 
business, Bank Brussels Lambert can help 
you by smoothing the way and removing 
many of the obstacles. 


Our international network radiates out of 
Brussels, headquarters of the European 
Common Market, and covers the world’s key 
business and financial centers. Consequently, 
we have both the size and locations to handle 
the full range of your commercial needs. Yet 
we are still small enough to be quick, flex- 
ible, responsive and personal. Because we 
know that banking is as much a matter of 
people as it is of money, let us put our 
experience and expertise at vour disposal. 








BBL Banking in New York 


Our office in New York provides vou with 
first-class banking services. 

For further information, please contact: 
Pierre Heilporn - General Manager 

Bank Brussels Lambert 

630 Fifth Avenue (Rockefeller Centre) 
Suite 2020 - New York, NY 10111 - 0020 
Tel. : (212) 489-7000 

"Telex: 6801150 
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BBL Bank Brussels Lambert - 24, Avenue Marnix - 1050 Brussels - Phone: 5/221.1 


BBL is present in Australia, France, Great Britain, Italy, Japan, Spain, Singapore, Switzerland, 
the United States, as well as in other countries. 
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| *unchallenged authority! 


here is no doubt amongst leading top management as to which publication is considered 
the most authoritative in the region on coverage of Asian business affairs. It's the Far East- 
ern Economic Review by an overwhelming majority! 





*unparalleled coverage! 

No other publication in Asia or anywhere for that matter provides such depth and breadth 
of coverage of events throughout the region. Don't just take our word for it. Ask the peo- 
ple you look up to and respect the most which publication they turn to for unparalleled 
coverage of Asian news. The overwhelming response will be the Far Eastern Economic 
Review! 


*unequalled performance! 
Since January of 1974, the Review has grown in size from just over 20,000 copies per issue 
to its present circulation of more than 63,500 copies per issue. 





A growing number of advertisers have taken full advantage of this impressive growth. Last 
year the Review carried 2,566 pages of advertising from nearly 600 of the world's top cor- 
porations. 





Advertisers know beyond question that the Review reaches the highest concentration of 
Asia's most important people. And they know that as an effective advertising vehicle, its 
performance is unequalled. "ibas 
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With an aim to serve 





Kuwait Airways offer the most modern 
fleet of B-747s, B-727s and the latest 
Air Bus - 310s linking the Far East to all 
major cities in the Gulf, Middle East, 
Europe and on to USA. 


With the latest in handling equipment 
and computerised service - “Get Your 
Load Off Your Mind” - by contacting 
Kuwait Airways in Bangkok, Kuala 
Lumpur, Manila, Seoul or Singapore for 
fast, efficient handling of your cargo 
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For further information 

contact your local travel agent 

or Kuwait Airways - 

Bangkok- Tel. 2515855 

Kuala Lumpur- Tel. 201934/201964 
Manila-Tel. 8172662/8172633 
Seoul - Tel. 7530041/2/3 
Singapore -Tel. 912730 


LETTER FROM NOUMEA 


hey stroll down past the Brasserie 

St Hubert at noon on most days to 
the patch of bare earth under the 
flamboyant trees of Noumea’s central 
square — the Place des Cocotiers —to 
mingle with a throng of burly 
Melanesian Kanaks 

For the dozen elderly Indonesians, 
some in faded batik shirts and one or 
two wearing the Islamic pici hat, re- 
tirement is whiled away playing 
petanque, a form of bowls using 
metal balls, and bantering in rough 
French with their darker-skinned 
opponents. 

As New Caledonia's political trou- 
bles have intensified in recent 
months, the 5,300 Indonesian resi- 
dents here have tried to keep their 
heads down and avoid being iden- 
tified with either the pro-indepen- 
dence Kanaks or the powerful 
French community, which wants 
the Pacific territory to stay more 
or less integrated with France. But 
with New Caledonia's moment of 
decision drawing near in a re- 
ferendum scheduled for later this 
year, the Indonesians have to 
make up their minds. 

The older Indonesians have no 
particular affection for the 
French, remembering the poor 
labour conditions in the nickel 
mines when they first arrived on 
contract from the then Dutch East 
Indies. "We were sold here like 
cattle," said Karna, originally 
from Bandung, as he waited his 
turn at petanque. The “Kakan- 
nes," as the Indonesians are dub- 
bed from the sound of their lan- 
guage, mix easily with the Kanaks 
in the city square and nearby mar- 
ket, 

French mining companies and 
coffee estates were perennially 
short of cheap labour, given the 
unwillingness of the local Kanaks. 
The “Javanese” (many were of 
course Sundanese or other ethnic 
groups) provided a ready supply, 
signing indentures for five years. 
In her book Politics in New Caledo- 
nia, Myriam Dornoy noted the 
Javanese were routinely repatriated 
during recessions, not gaining right 
of residence until after World War II. 

One observer in the early post- 
war period, Cyril Belshaw, noted їп 
his 1950 book Island Administration 
in the Southwest Pacific that the In- 
donesian wives often accompanied 
their indentured husbands and work- 
ed usually as domestic servants. 

The Javanese, Belshaw observed, 
“had the benefit of the presence of a 
Dutch consul in Noumea. Free medi- 
cal attention, housing and food were 
provided by the employer; but hous- 
ing especially was generally filthy 











and insanitary. There were no schools 
other than two provided by unimpor- 
tant companies.” 

Like most of his friends, Karna 
now receives a French pension — not 
a lavish one, but enough to spare his 
relatives back in West Java the bur- 
den of his keep. Young Indonesians 
born locally often have little knowl- 


| edge of the Indonesian language, let 


alone Javanese or Sundanese, and 
know Indonesia only from images of 
their parents' kampung. Their own 
"Francified" mores, particularly in 
courting behaviour and a taste for al- 
cohol, often shock Indonesian visit- 


| ors. 


Asked his opinion about indepen- 
dence for New Caledonia, Karna 
looks into the distance and shakes his 





and from the territory once a week. 

The position of a sizable Indone- 
sian community, enough in a popula- 
tion of only 146,000 to have a signifi- 
cant voice, has naturally drawn at- 
tention in Indonesia's press and gov- 
ernment. In a statement on 16 
January, Indonesian Foreign Minis- 
ter Mochtar Kusumaatmadja said 
that as a matter of principle Jakarta 
supports the independence move- 
ment but that the rights and aspira- 
tions of other communities had to be 

assured. As for French policy, 





MUR fi 
Че ; 
Petanque player: whiling away the time. 


head. Generally the Indonesians, 
perhaps half of whom are at or close 
to pensionable age, are enjoying the 
status quo, “They are apathetic on 
the question,” said Indonesia's Con- 
sul in Noumea Sutarmo Atmopra- 
wiro 


he Indonesian Consulate opened 

in 1951, handling the repatriation 
of 8,000 Indonesian labourers over 
the next five years. Located in a tran- 
quil suburban street, it now tenders to 
the consular needs of the territory's 
2,000 Indonesian citizens, as attested 
by a display case of Javanese wedding 
costumes for hire. The French airline 
UTA calls at Jakarta on its way to 
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Mochtar urged Paris to look to the 
future 

Regarding the Indonesian com- 
munity, he urged Indonesian citi- 
zens not to involve themselves in 
the territory's politics, while those 
with French nationality had a free 
choice 

Diplomatic imperatives and its 
own ideology clearly put Jakarta 
on the side of the Kanaks. Partly 
through a four-nation Pacific tour 
in July 1983 and the accrediting of 
diplomats, Mochtar has been cul- 
tivating the small states of the re- 
gion, with the most immediate 
goal to head off hostile United Na- 
tions votes on the East Timor 
question. This has been largely 
successful, though Vanuatu re- 
mains a critic. 

Mochtar's statement was im- 

mediately attacked as interference 
by Noumea's strongly anti-inde- 
pendence press, and this appa- 
rently caused Jakarta to post- 
pone a visit to New Caledonia 
by the Indonesian Foreign Minis- 
try's director-general for so- 
cial and cultural relations, re- 
tired major-general Rachmat 
Adenan. 
Adenan eventually went ahead 
with a low-key, four-day visit at the 
end of February, during which he 
briefed the Indonesian community 
and French officials about Jakarta's 
position — and no doubt assessed 
what dangers might arise for Indone- 
sian citizens with contingency plan- 
ning in mind. 

The antagonism shown by many 
French settlers to New Caledonia's 
2,000 or so Vietnamese since France's 
bloody defeat by the Vietnamese 
communists at Dien Bien Phu in 1954 
provides an example of how Indone- 
sians could be caught in a backlash 
should they become identified closely 
with one side. — HAMISH McDONALD 
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LETTERS TO THE EDITOR 





Models of the law 

Kam Wong's observation on China's 
rule of law [THE 5TH COLUMN, 11 Арг.] 
suggests that China has to choose be- 
tween Confucianism and Marxism in 
finding an ideological anchorage for 
its nascent legal system. An analysis at 
a more reductionistic and economic 
level is equally feasible. 

What amazes most Western jurists is 
that China has lived without a system 
of law, though some scholars — such as 
Dr Victor Li maintain that China 
has its own system, albeit a different 
one: it relies on the "internal" model in 
its regulation of human relationships 
rather than using the Western “exter- 
nal" model. 

But a resort to the Western “exter- 
nal” model has been rendered neces- 
sary in response to China's recent eco- 
nomic changes. The apposite example 
is the recent drafting of the Succession 
Code. Between 1958 and 1979 there 
was hardly any need to enact law on 
succession under the ultra-leftists, 
since everybody ate from the govern- 
ment "big rice bowl." 

Little wealth or material possessions 
was accumulated to pass on to the next 
generation. Now, with the emergence of 
the Rmb 10,000 (US$3,500) units, there 
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are bound to be disputes within the 
family over how property would have 
to be divided in succession. To forestall 
such potential civil disputes, China 
anticipates the public's likely demand 
for a complete set of law governing 
succession. Hence, China is forced by 
its economic changes to experiment 
with legislation, however reluctantly 


Hongkong | FRANKIE FOOK-LUN LEUNG 


Refugees at sea 
Daniel Nelson's article, Heads above 
water [11 Apr.], gave some much- 
needed publicity to a subject which 
with the force of time, has slipped from 
theattention of the media: the plight of 
the refugees in distress on the South 
China Sea. I commend Nelson and the 
REVIEW on an excellent piece of report- 
ing and therefore hesitate to correct 
one or two small points of detail 

The number of countries, the vessels 
of which rescued refugees, is quoted as 
falling from 33 in 1981 to 15 in 1983, 
"the last year for which there are fig- 
ures." In fact; the United Nations High 
Commissioner for Refugees (UNHCR) 
is not quite so slow on producing fig- 
ures, and statistics on rescues are kept 
on a monthly basis. The simple fact is 
that, by coincidence, the number of re- 








scuing countries was also 15 in 1984. 
Hence, I am sure, the misunderstand- 
ing 

It could also lead to some misun- 
derstanding to say that the Rasro (Res- 
cue at Sea Resettlement Offers) scheme 
is "Cooper's brainchild." The idea for 
such a scheme was in fact launched by 
the Danish Government more than two 
years ago. All I did was shape it, pro- 
mote participation by governments, 
and work out, with other UNHCR col- 
leagues and refugee-affairs officers 
from many different governments, the 


operational plan ROBERT COOPER 
Resettlement Officer 
UNHCR 


Genera 


Veils and skirts 


Suhaini Aznam's Lifting the veils [28 
Mar.] mentioned a report made by a 
University of Malaya lecturer that stu- 
dents wearing veils (purdah) “only 
amount to a small minority.” It seems 
that the Malaysian Government is 
really taking a political risk that had 
already been capitalised by the opposi- 
tion Parti Islam (Pas). 

In a local bi-weekly, Pas vice-presi- 
dent Fadzil Noor pointed out that “the 
government banned women from 
wearing mini-skirts but instead al- 





How do Japanese 





lowed them to wear skirts. When it 
comes to wearing veils the govern- 
ment, it seems, is imposing a heavy 
penalty on Muslim women. 

The Malaysian Government is will- 
ing to take the so-called political risk 
to divert Malaysians (especially Mus- 
lims) from issues considered more 
damaging to the government such as 
the Bumiputra Malaysia Finance scan- 
dal, allocating tenders under the Pro- 
ton-Saga project, arrests under the In- 
ternal Security Act of Pas members, 
and so on. 

Thus, the purdah issue is just one of 
the many ways which the Malaysian 
Government has used to cover its 
major problems and mistakes. 

Kuala Lumpur ‘TRON MAIDEN IT 


Bird cages and prisons 
Step into any pagoda in Burma and 
you will find cages full of birds for sale 
to pious worshippers who purchase 
them and set them free to earn piety. 
Yet in this very country there are 
human beings languishing in jails for 
20-30 years, simply on suspicion of 
being illegal immigrants. 
_ Recently, at the initiative of the 
Bangladeshi Government, more than 
100 such people were repatriated to 
Bangladesh — 61 of them had been in 
jail for 27 years. 

In Burma's prisons there are 32 Bur- 
mese nationals who hail from the 





Rakhine state of Burma but the au- 
thorities insist they are illegal immi- 
grants. Most of them have been in jail 
for 20 years or more and are destined to 
die there. 


Rangoon 'CAGED' 


, . 

Marcos’ choice 

Your COVER STORY Dismantling Mar- 
cos [4 Apr.] was much appreciated. As 
a Filipino living in the United States 
with ties to the islands, your magazine 
provides the best source of in-depth 
analyses of what is happening in my 
country of birth. 

As you and everyone else have said, 
it is only a matter of time before Presi- 
dent Ferdinand Marcos disappears 
from the Philippine political scene. 
What is going to follow though is any- 
body's guess. However, the great 
tragedy is that Marcos could have 
made himself the greatest Philippine 
president in history and he chose not to 
do so. 

Calabasas, California EUGENIO V. CORAZO 


Swipe, counter-swipe 


Your latest unwarranted swipe at 
Singapore [14 Mar.] suggests that you 
are aping the American news program- 
me CBS’ 60 Minutes, when this is not 
your main journalistic style. 

The article, Sanitised culture leaves 
tourist beds empty, carried little real 


firefighters get to the fire ? 


mur uan 


They do it with French helicopters. 
For many years now Aerospatiale has 
been supplying Alouettes, Pumas, and just 


recently Dolphins to the firemen of Tokyo 
and Yokohama. They are Aerospatiale's 
best customers in Japan. 


Introduced by Sony and Nozaki, 
Aerospatiale helicopters have established 
themselves as the best in the fight against 
fire, as well as in fields such as surveillance, 





evidence to substantiate the charge 
made by the title. Simply stating flatly 
that Singapore's “social ethos : ind edu- 
cational strategy militate against cul- 
tural creativity" is not enough and nor is 
your reference to (evidently more attrac- 
tive to tourists in your opinion) "teem- 
ing locales of parts of Hongkong...’ 

We can either assume that "teeming 
locales" provide the unsanitary cul- 
ture which tourists are attracted to or 
that "teemingness" begets cultural 
creativity. 

The major reasons for the tourist de- 
cline are covered in the article, how- 
ever — tourism is down everywhere in 
the region; travel barriers for the 46* 
of the tourists coming from the region 
(who come to shop, not for unsanitised 
culture), and reduced shopping price 
competitiveness due to high shop rent- 
als and the propped-up Singapore dol 
lar. 
Selangor 


Off the US list 


BUSINESS BRIEFING [21 Mar.] carried 
an article stating: "Malaysian textiles 
manufacturers quietly accepted à 
'suspension agreement' as the price for 
continuing sales to the United States 

In fact, the US Department of Com- 
merce [USDC], which investigated 
claims by some American textiles 
unions and companies that textiles ex- 
ports from a number of countries were 


JAMES LEE 








rescue, and many other vital tasks. From 
transporting VIPs to TV news gathering. 

In America, the US Coast Guard will 
be soon using 96 Dolphins in all types of 
weather from Alaska to the Gulf of 
Mexico, for such duties as patrolling and 
rescue. 

For helicopters — as is the case for all 
our products - we work hand in hand 
with our customers to come up with the 
best possible solutions to their problems. 
Which goes a long way toward explaining 
why 8096 of our sales are in foreign 
markets. 


Developing specific solutions for 
our clients problems, that's what makes 
Aerospatiale special. 





that's special.that's aerospatiale. 














1984 ABC Group Results 


Consolidated Balance Sheet 
31 December 1984 
Assets: 
Liquid funds 
Marketable securities 
Deposits with banks and other financial institutions 
Loansand advances 
Investments in affiliates 
Other assets 
Premises and equipment 
Total assets 
Liabilities 
Deposits from customers 
Deposits from banks and other financial institutions 
Certificates of deposit 
Other liabilities 
Proposed dividend 


Total liabilities 


Capital resources 
‘Term notes and bonds 
Shareholders’ funds 
Share capital 
Reserves 
Retained carnings 


Total capital resources 


"Total liabilities and capital resources 


At thc Ordinary Shareholders General Meeting held on March 13, 1985, the 























1984 1983 
US$ USS 

(in millions) 
362 15 
544 420 
4,962 4,742 
4,649 3,358 
29 24 
390 187 
119 16 
11,055 8.762 
1,810 823 
6,970 6,617 
532 - 
452 213 
45 45 
9,809 7,698 
132 36 
750 750 
348 266 
16 12 
1,114 1,028 
1,246 1,064 
11,055 8,762 
SS 

Shareholders of 


Arab Banking Corporation (B.5.C.) ratified the audited Financial Statements of the Corporation 


ending December 51, 1984 and approved the appropriation of net profits as 
Board of Directors as follows: 
Net profit forthe year 
Retained earnings at beginning of the year 
Profitavailable forappropriation 
Appropriations 
Statutory reserve 
General reserve 
Extraordinary financial reserve 
Proposed dividend 


Retained earnings at end of the year 


Arab Banking Corporation 


proposed by the 

















107 
16 
123 
11 11 
25 25 
25 30 
45 45 
106 111 
16 12 








Head Office: P.O. Box 5698, Manama, Bahrain. Telephone: 23 2235.Telex: 9432 ABCBAH BN. 























Four Year Growth & Group Subsidiaries 





C Group Growth 1981-1984 The ABC Group 


USsimillions Arab Banking Corporation B.S.C. 
5,000 (parentcompany) — ^ 
i | Head Office: Bahrain. 
Branches: New York, Grand Cayman, London, 
Milan, Singapore. 
Representative Offices: Houston, London, 


























| 
su Total footings Paris, Rome. | 
9000, B p: < | 
C Г ШО Total assets | 
Banco Atlantico S.A. | 
Head office: Barcelona. | 
194 branches throughout Spain, 
4 8 overseas representative offices. | 
| Total deposits Subsidiaries in Panama and Zurich | 
4 Investment Banking Group 
TotàHoans ABC Investment Banking and Services EC. 
Bahrain (under formation) 
ABC International Limited ~ London 
ABC Services Limited — London 
Arab Banking Corporation- | 
МЫ Daus and Co. GmbH | 
Equity Frankfurt and Grand Cayman | 
| 
ABC-Banque Internationale de Monaco | 
Monte Carlo | 
| 
q т. ABC Futures and Bullion Pte Limited | 
Netprofits — Singapore 
before provisions 
after taxes | 
1981 1982 1983 | 
Affiliates including | 
Ratios 1981 1082 1983 1984 Arab Financial Services Compaty ~ Bahrain | 
Equity to total assets 18.6% 12.2% 11790 10.1% Arlabank International EC ~ Bahrain i 
T" Sipe ; id а Su Richard Daus and Co, Trust Company 
p 2 ҮЛ 4.4% 896 2.734 3 
Equity to total deposits 23.6% 14.4 [3.8% 1 i) Nest Ce HP 


di; 2 df AU S4 4 A 5 T 50 204 

= isk assets to total deposits 40.5% 43.5% 50.8% 59.2% The Export Finance Company 
I Loansoverone year as % of deposits, United Kingdom 

Wbondsand shareholders funds 20.9% 25.996 29.1960 23.7%% 

eturn on average earnings assets 2.8% 1,8% 1.4% 1.1% 


Return on average capital 14.18% 15.3% 14.3% 14.7% 






















_ Fora copy of the 1984 Annual Report, please contact the Business Development Department at Head Office 
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ing duties (CV or a bond equivalent 

to the subsidy amount needs to be 

posted. 

ED UA the EYD between the 
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айап textiles and garments are being 
withdrawn, 


position regarding Malaysia's CVD 
“issue be made to avoid any misunder- 
standing: The REVIEW is a respected 
^ publication in business circles, and itis 
;expeeted'that reports are published 

only after proper verification. © 
NG ÜFONG 





Executive Secretary |" 


Malaysian Textile 
Kuala Lumpur: 


Points of criticism 

“In his review. of Akbar S; Ahmed's 
book Religion and Politics in Muslim 
Society: Order and Conflict in Pakis- 
tan [28 Mar.], Jamal Rasheed made the 
classic error of careless reviewers by 

‚ basing his criticism on two or three 
points. 

"First, Rasheed enteses the author 


n for. not discussing issues to which |. 


Ahmed is, in any case, not addressing 

;himself. Secondly, he states that 

Ahmed does not mention Pakhtoon 

“nationalism which is nothing but 

« Pakhtoonwali, which is not only exten- 

sively explained and discussed by 

‘Ahmed in this book, but also in previ- 
ous works. Thirdly, Rasheed criticises 
Ahmed for equating Islam and the 
Pathans. 

» Tf Rasheed knew anything about 
Pathans, he should know that Pathan 
is equal to Muslim as there are no non- 

: Muslim Pathans and Pathans have 

| been in the forefront of Islamic move- 

*. ments throughout history. 

Mardan, Pakistan FATEHULLAH JAN 


` The model king 


Thumilnesen's interpretation of King 
:Dutugumunu of Sri Lanka — 161-137 
BC = [LETTERS, 28 Mar] is yet 
^'another unfortunate instance of a de- 

liberate attempt at discrediting a his- 
torical figure for the sake of the Tamil 
_ cause. As a student of Sri Lanka's his- 

‘tory, I was fascinated by the young 
"King's political career, not because he 
awas successful in regaining the ancient 
Sinhalese kingdom from the invader 

King Elara but because of the noble 
example he set to his posterity: one 
should not hesitate to give due credit 
even to one's enem; His humane treat 


















and. administration on how ES 
peace in a multiracial society. 
Burnaby, Canada ; 








“Tt would be appreciated if the true 


Manufacturers Association | 





"RESEARCH FELLOWSHIPS IN ASEAN AFFAIRS 


Applications are invited for two Research Fellowships available at the Institute of Southeast 
Asan Studies for the year 1984/ 1985. 


ELIGIBILITY: These Research Fellowships are limited to applicants who are nationals ог 
permanent. residents of ASEAN countries on a rotational basis, Nationals or permanent 
residents of Philippines and Singapore, are eligible to apply for the present available tellewships 


І QUALIFICATIONS: Within the foregoing, preference will be given to those са dida à 
with PhD. or equivalent qualifications, or those with first-hand high level e Y 
ASEAN affairs, and who are in a position to complete their proposed projects in 
stipulated period of each Fellowship award. 


DURATION OF AWARD: Each award can be for any appropriate length of ume, up to 
а maximum period of nine months. Extension beyond this period will not be consic { 


FOCUS OF RESEARCH: The area of research can. be any topic pertaining to de 
and associated problems of ASEAN, with special emphasis ean. publishable researc h 


RESEARCH PROJECTS: Research projects submitted: IB consideration should be well 
thought-out’ and be as complete as possible in terms. of айпа and objectives. scope, 
schedule of work, and so on. 


STIPEND/HOUSING SUBSIDY: Each Fellowship pays a living allowance in the range of 
$$2500 = $$3500 per month, the actual amount provided depends on candidate's 
qualifi ications and experience. 

OTHER BENEFITS: In addition, travel, research allowances, and medical care are also 
provided: 

All applications, giving full details, should be sent directly to the respective ASEAN National 
Secretariat of the nationals concerned, ney by 31st May 1985. 


Ao 



























































elopment 


3 MULTI FAMILY LOTS 


For sale by owner in finished subdivision 
between Orlando and Daytona Beach. 
Ready to build, all permits available, 
paved roads. 

8-12 units on each lot. 

Price from $36.000,-each. 

Buy yoür property safe through a lawyer 
who also is 

Notarius Publicus of State of Florida in Norway. 
Mrs Monica Ullmann, attórüey atiaw 































































r— —ECONOMISTS,—— 
` FINANCIAL ANALYSTS 
and ENGINEERS 


Transportation, 


Water and Urban Development 


The World Bank, a leading international institution in the field of economic development with headquarters in Wash- 
ington, D.C., invites applications from qualified men and women for vacancies, both current and anticipated, to work 
as Economists, Financial Analysts and Engineers in its Transportation and Water and Urban De ment sectors. 
Besides strong academic credentials and broad experience in relevant field(s) of expertise, the Bank seeks candidates 
who are eager and highly motivated to participate in, and to contribute to, its mission. $ SONS 
Selected candidates will be assigned to regional units at the Bank's headquarters to work as me: 
nary.teams that include engineers, economists, and financial specialists, and whose overall respo 
tify, evaluate, and appraise projects for which Bank financing is contemplated and/or proposed. 


ECONOMISTS 


(Urban, Water Supply) 

| fae Ref. No. 54-UKG-0202 E 
To undertake and carry out economic analysis of project work and assess its impact on the overall social and economic 
development of a borrowing country in the light of national plans, policies, and institutions. This involves review of the 


development of the sector and its sectoral interfaces, ascertaining national needs, and identifying useful roles the 
Bank might play in the sector to further its development. ^. © : 


WIN (Water and Power Utilities, Municipal Finance) 
| Ref. No. 54-UKG-0203 
To review, appraise, and evaluate the financial viability of technical assistance programs and projects. This involves 
analyzing the financial management and condition of prospective borrowers, reviewing the soundness of financing 
: plans and making a comprehensive review of investment programs from the financial viewpoint, taking into account 
the technical and economic aspects of project(s), Hp 


(Port, Railways, Water Supply and Sewerage, Municipal, Highways) : 
itis HMM Ref. N UKG-0204 "P 
uccesstul cafididates will be required, in their respe ld of sector specialization, to contribute to the opera- 
tional objectives of the institution by undertaking and carrying out technical feasibility studies, appraisal of new.pro- 
jects, supervision of project implementation, and sector reviews. Within this framework, they would be required to... T 
exercise technical-economic judgment in evaluating regional and local requirements, reviewing available options, and. - 
determining justification:and priority of development. : çi 
Minimum Requirements: 
i) Graduate degree in relevant field(s) of expertise; 
ii) Several years of a broad range of professional experience in relevant field(s) of expertise. 
ш) Experience in developing countries highly desirable; 
iv) Fluency in written and spoken English. Knowledge of French and/or Spanish is highly desirable. 
The positions е career appointments based at the Bank's headquarters, with considerable international travel 
involved. ү: 
The World Bank offers a competitive salary and benefits. package. Please send a detailed curriculum vitae to the 
following address, quoting the.appropriate reference number for the position applied, to: | 


The World Bank 

Staffing Division 

‘Personnel Management Department 
" 1818 H. Street, N.W. 

x Vashington, D.C, 20433 































































Slowly but surely the pattern of bankingi is chang- Page 118 
ing. One major change on the way is the | Indonesia decrees drastic retort 
emergence of the yen as an international cur- | to its customs and ports adminis- 
епсу. Another is a shift in the bias of financing | tration in a bid to cut red tape, 
m straight debt to more equity financing. Both | costs and corruption. 
ese developments are likely to revolutionise the 

_ face of the industry w wide. — aS is the swift Page 120 
lanking '85 business editor Anthony )wley and Mord o's Мае Chamoy P 
co p ndents from Tokyo to Thimphu examine verge of crumbling, and 
Asian banking. _ Pages 53 3-112. the government with a pile 

DOE lems. 


Page 130 
China spells out stiff penalties for 
lack-marketeers while 
opening up renminbi lending oper- 
ations in its special economic 
| zones to foreign banks. 


! КИТ 152 
Pakistan and India agree to reopen | In nder Rajiv Gandhi con- 
their dialogue, but their positions | tinues its economic liberalisation 


_on the bitterest dispute of all — | by easing restrictions on imports. 
‘over Kashmir — leave little room to 


versa party m embership lists ministered Р. 
| - > part. of the.state, par- Woodside Petroleum faces 
| which, ‘caused. а bitter 10-month- | ties square up for elections which | over by its partners in the Ni 
9 y | will re west Shelf project 20 years after 
QNNM о 1 initiated Australia’s most amb 
. Page 29 ^ iod dedi 7 7 7 gus resource venture. 


The squatters of Seoul's Mokdong | Pages $ \ 

district win unprecedented con- | Britain's Prime Minister Margaret | Page 150 

cessions from the city authorities | Thatcher. mends fences and im- | South Korea's consumer electr 

after protests about anew housing | presses friends on her Asian tour, | nics market becomes fiercely 
while stirri iot reception for | competitive as the major makers 


development — but some still 
want more. her from enemie home. build up their domestic sales. 


Ell CONTENTS 
















d States Congress is 

g, ] ing. an... administration 
| diplomatic gaffes reign aid request in ways which 
the folksy | | € i ons policy in 














































; ; |. Chinese youth ir concert to increase No longer the idols in Nepal „ии... 148 
Regional Affairs „the tempo of change n 114 Soldiers’ bank по тоге in Manila. 149 
China: The Pacific's friend mmm- | industry: Seoul's electronic warfare . f 






A problem of image 2... 16 m R eee Keppel's deadweight 1 
` Malaysia: Divided we Таг SHEE Business Affairs | І 
Islam's open arms a 18.| Economies Achange of customs 





118 Focus 










Conservation: Some monkey ЕС be zd 
business LR. 20 
South Korea: Winning concessions... 29 | Finance: Japan's rating game 





120 
129 


Banking'88 1. 53-112 






















































Aid: US Asia policy set for shift? 30 | Currencies: Banana skinners sli 
Kashmir: Entrenched positions 32 |. otf in Peking 4 130 | Maglia: 

; One issue: 13 parties. i. 32 China's foreign-bank freedoms — 130 | Letters ee -— 
india: Black-money market ......36 | Policies: India’s trade winds of change 132 | Briefing Ls 12 
Thailand: A change of heart m- 46 Industry: Complex competition in Intelligence €— AS 

` Опе more time for the general vit DERNIERE e: 
India: Hey there, neighbour ~- 48 Projects: Sinking The Sth Cofurm i MES 
Foreign relations: Maggie's ү i 133 | Travellers Tales Lh LLL 45 

progress’ BO 134 | BOOKS: а ааа ct 116 

Old friends, new enemies 52 Economic Monitor: Taiwan ; 

s 146 | Shroff 






Company Resulls. .... 
Stockmarkets: . 
hd 





` 46 Singapore ; 132 | The Week 
146 


148 | B: 
















n Indo-Afghan statement is- 
‘sued at the conclusion of 
Indian Foreign Secretary 
omesh Bhandari's visit to 
‘Kabul on 13 April expressed 
common "grave concern and 
anxiety over the deteriorating 
security environment in South 
nd the Indian Ocean due 
the introduction of sophis- 
cated arms into Pakistan and 
creasing militarisation of 
ie area” (page 36). 

ndia has offered to increase 
8 assistance to Afghanistan 
nd further expand its techni- 
al. collaboration in Kabul's 
five-year plan, launched 
year. The two countries 
О discuss this further ata 
iünisterial-level meeting in 

Delhi, scheduled for July. 

: — SALAMAT ALI 


tralian court justice 
has case to answer 
dney magistrate has 
nd that Australian High 
urt Justice Lionel Murphy 
a case to answer on 
rges.of attempting to per- 
he course of justice in 
ig advantages for a law- 
iend in forgery and con- 
гасу cases. The magistrate 
nd a prima-facie case in 
idence given by another 
lagistrate and a district court 
dgealleging..that Murphy 
ad approached them on be- 
fof his friend. 
irphy can make legal ar- 
ў in a further hearing 
une before a eciam is 


of Australia's high- 

t ourt, has shaken Austra- 
n legal circles. 

-HAMISH McDONALD 


Kuala Lumpur passes. 
tough anti-drug bill 
alaysia further tightened its 
ws against drug traffickers 
on 11 April when parliament 
assed-the Dangerous Drugs 
pecial Preventive Measures) 
il allowing police to detain 
spected traffickers for two 
without trial. Malaysia’s 
drug laws already impose 
amandatory death penalty for 
anyone convicted of being in 
Ossession of more than 15 g of 
"heroin or morphine. 

Drug abuse is a grave prob- 
lem in Malaysia, where police 














| smacks too much of the Inter- 


years unless itis revived by the: 


| Philippine National Assembly. 


‘held in 1987, is discussed in 
late April. Major issues of con) 


| in part, were attributed to th 





| Seoul appears recep! 







9 April message from Pyong- 





estimate there are 80,000 he- 
roin addicts between the ages. 





„North. 


nd 36. But oppon 
of the bill say its provision 
for detention without trial 


nal Security Act, considered: 


by many to be the country's] 


most serious infringement of- 
basic civil liberties. The bill 
carries a clause allowing its 
automatic expiry after five 


parliament of the day. 
` ~~ SUHAINI AZNAM 


Manila opposition objects 
to election-code proposal 


A fight is expected in the 


when a new election code; 


which would govern provin-.| 


cial and municipal elections: 
scheduled for May 1986 and 
the presidential election to be 


tention between the oppos 


tion and the assembly's two: 


thirds majority controlled by 
President Ferdinand Marcos’ 
Kilusang Bagong | Lipunan 


party include provisions for a | 


citizens group to act as watch- : 

dog over the polls. a 
Opposition gains during th 

May 1984 assembly elections,. 


participation of the Nationa, 
Citizens Movement for Fre 
Elections, which worked in 
numerous areas to guard 
against electoral fraud. 

The opposition also want 
the proposed polling times 
duced. by one hour, claimin 
that much of the ballot-stuff. 
ing and fraud occurs afte 
sundown, by which time vo 
should already be counted.” 

— GUY SACER 





to new peace effort 
Leaders of major South Ko 
rean political parties say the 
are likely to accept North. 








"by the year 2000. Besides 









Korea's proposal for a meeting 
between parliamentarians 
from the North and South to: 
discuss ways of reducing ten= 
sion between the Koreas. The’ 
surprise suggestion came 1 













g- 
yang's Supreme People’s As- 
sembly, now in session, to 
Chae Mun Shik, the outgoing 
speaker of Seoul's national as- | 
sembly. | 

The. message said prelimi- 
nary contacts for such a meets. 
ing could start at the truce vil- 
lage of Panmunjom in early 
May. Political leaders in Sec 
have already agreed to pre 
a bipartisan position on 
issue of peace talks with: the: 
— SHIM JAE HOON 













Taiwan t to û mođemiše 
communications system 
Taiwan is beginning a'15- 
year, US$11.25 billion plan to 
modernise its telecommunica- 
tions system, the government 
said on 11 April. With the first 
allocation of funds due later 




































Tthis year; a unified voice-data 


transmission system (called 
an integrated-services digital 
network) should be complete 


bringing telephone and data- 
transmission systems 


replace the.current analogue- 
switching system with faster 
and: more ‘accurate’ digital- 
switching technology. 

(77 CARL: GOLDSTEIN 


‘Australian iron-ore 
auto Romania 








Australian iron-ore magnate. 
Lang Hancock, has signed. a 


barter deal with the Roma- 
‘ Government which, he 





























duo. in the Pilbara re- 
t northwestern Austra- 
ancock said Romania 


million) worth of 
ay and mining equip- 
for the mine in return for 
supplies building up to 5 
ion" tonnes a year. Hañ- 
k has been seeking con- 
cts for the remaining 5 mile 
‘tonnes planned output in 
i iddle East and China, 
бо through Hongkong 
айин affiliate Burwill. In- 
tational, Hancock's. ĉo- 
rof the Marandoo ore de- 
; mining giant Conzinc 
tinto Australia (CRA), said 
газ not informed about the 
Romanian contract. 


NM ui HAMISH McDONALD 
Ok Tedi partner 
‘writes off investment 


One of ‘the smaller private. 
i shareholders: in the Ok Tedi 
mining project in Papua New 


inea, West ^ Germany's 





million (US$19.7 million) bal- 
ance-sheet value of capital it 
has put into the project. In its 


' first-half report, released on 


15 April; the commodities and 
mining group said it had also 
made provisions for the 
mount still to.be paid, as well 
credit guarantees involved 
"the project. The mine — in 





j which Australia's Broken Hill 
nd каз of, 


toz. 
‘gether, the new network will 


———— RISORSE SERRA 


supply A$100 million. 


Metallgesellschaft, has writ-_ 
ten down. to zero the Dm 60 





the Papua New Guinea Gov- 
ernment, have stakes — has so 
far cost US$960 million. Pro- 
duction was halted briefly 
earlier this year while the gov- 
ernment attempted to force its 
partners to agree to provide 
| further investment to allow 
for future copper mining (the 
project is still in its first, gold- 
only stage). Metallgesellschaft 
noted that it has until end- 
July’ to decide whether it 
will continue to participate 
in the project, or make any 
further investments. 

— A CORRESPONDENT 








Pakistan's new ` Finance 
Minister Mahbubul Haq has 
announced a package of re- 
bates on export items, :аѕ well 
as simplified procedures to at- 
tract investment from Pakis- 
fanis overseas and reduced 
rates-for locally made steel to 
| stimulate steel-based indus- 
tries. The export rebate covers 
| 22 manufactured tems, nine 
semi-manufactures and three 
commodities. The séheme will 
cast the government Rs 900 
million (US$58.1 million), but 
is Bese tea to stimulate ex- 
ports. and yield additional re- 
venues through increased pro- 
ductivity. Pakistan's exports 
have fallen 12%, and remit- 
tances have’ declined 14% 
so far in the current fiscal 
year (ending 30 June). 

~~ HUSAIN HAQQANI 


Computer-chip price 
decline hits Samsung  . 
The international slum 
s semiconductor prices ha 










: e compa y's 
planning and publie ‘affairs 
division, since Samsung 


(started production of .64K 


| DRAM (dynamic random-ac- 
cess memory) chips in May 
“1984, prices have dropped 
dramatically — from US$3 
each ín December 1984 to cur- 
rent levels of around US$1.20. 
In response, Samsung has cut 
monthly production in this 
category from 5 million chips 
to 3 million, since the begin- 
ning of the year. To take up the 
slack, produetión of 16K chips 
‘has been raised and the'eom- 








pany expects:to be mass-pro- 
ducing 256K chips in June. 
PAUK ENSOR 





1985 Northrop Corporation 





Poised for flight. An unmanned aircraft. One of nearly 80,000 
Northrop has produced for the U.S. and other nations. Using technology 
and composite materials to make these aerial targets lighter, more versatile, 
more economical to use. With bigger payloads and lower fuel consumption. 
From Northrops Ventura Division, a world leader in unmanned flight 


NORTHROP 


Making advanced technology work 
1840 Century Park East, Los Angeles, CA 90067-2199 USA 
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Incre Шу 


20 агат 999.9 fine gold bar with the typi 
;e high lustre and the Credit Suisse 


For Precious 
Metals — 
Credit Suisse. 


In its Incredibly Swiss way, 


Credit Suisse, the noted Swiss 
big bank,has made a decisive 
contribution to Switzerland's 
worldwide role in the precious 
metals trade. 

After all, dealing in gold, 
silver, platinum and palladium 
is a Credit Suisse speciality. 

The bank’s leading posi- 
tion is reinforced by its own 
precious metals refinery, 
Valcambi SA, which produces 
bars and ingots of all sizes. 





Many thousands of 
satisfied customers from a wide 
range of countries depend on 
Credit Suisse experience in this 
and other fields. Why not vou? 


CREDIT SUISSE 
CS 








Credit Suisse. Incredibly Swiss. 














Real estate in the United States 
offers excellent security and tremen- 
dous profit potential. And many of 
the best investment Opportunities in 
the United States are in Texas: a big 
state with an even bigger future. 

Hollowell-Pettit specializes in 
Texas real estate. We search out 
secure investments with high profit 
potential, and handle all the details 
of the transaction from purchase tO 
administration and sale. 

For information on real estate 
investment Opportunities as big 
as Texas, write to Paul Pettit, 
Managing Director, Hollowell- 
Pettit Inc., 11408 Audelia Road, 
Suite 4737, Dallas, Texas 75243 USA. 


HOLLOWELL PETTIT 


c 
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A TOUCH OF SOLD - 
Malaysian International 
Merchant Bankers have 
suggested that the national 
carrier, Malaysian Airline 
System (MAS), now state-owned, 
should become a private 
corporation over a three-year 
period, with three “tranches” of 
around M$200 million (US$79.4 
million) each — raising M$650 
million in new capital. The 
outstanding issues concern the 
amount of government equity to 
be left in the company, the status 
of government-owned land and 
buildings now used by MAS and 
the future direction of 
government aviation policy. 

On the last point, it is 

believed that the government is 
likely to favour only limited 
de-regulation. — 


WON-UPMANSHIP 
North Korea is staking its claim 
to host the next non-aligned 
summitin Pyongyangin 1986 and 
also the South-South summit 
later this year if possible. When 
North Korean Vice-Premier and 
Foreign Minister Kim Yong Nam 
. mooted this during his recent 
talks in New Delhi, Indian Prime 
Minister Rajiv Gandhi, who 
























: AFGHANISTAN 
Muslim rebels ambushed Soviet troops, 
, who were launching one of their biggest 
offensives in Afghanistan, Western dip- 
lomats in New Delhi said (16 Apr.). 


, AUSTRALIA 
Chinese General Secretary Hu Yaobang 
‘arrived on an official visit (13 Apr.). 


„BANGLADESH he 

Police atrested two Awami League 
“leaders at their homes, opposition sources 
sald (10 Apr.). 


Son Sann the.leader оѓ опе of the two 
non-communist faetions.of the Democra- 
tic Kampuchea resistance coalition, had 
talks with United States Secretary of 
State George Shultz in Washington (10 
Apr.). 


CHINA 
Belgian Prime Minister Wilfred Martens 
arrived on an official visit (15 Apr.). 


"British Prime , Minister Margaret 
. Thatcher arrived on an official visit (13 
Apr. Authorities clamped. an indefinite 



































inherited the chairmanship of the | f 


murdered mother, declined to 
indicate India's position on the: 
proposal. A final decision on the 


' summit venue can be taken only 


by the non-aligned foreign 
ministers Conference due in 
September. 


KNICKERS TO POL POT 


Despite their barbarous image, 


the Khmer Rouge apparently has 
a soft spot for the fairer sex — in | 


astrictly military fashion. : 
According to sources close to the 
Cambodian guerilla group, 
Khmer Rouge agents have 
recently been shopping in 
Bangkok for Baht 30,000 
(US$1,100) worth of female 
underwear. The garments are 
reportedly destined for Khmer 
Rouge womenfolk backing up the 
resistance effort in Cambodia. 
The one specification for those 
making the purchase: the 
underwear should not be white, 
or any bright colour. 








ppine Government 
-bank Advisory 

for the Philippines 
iron out the final details of the 
the US$11 billion 
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igned movement from his | 
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to New York to sign 
syndicated-money portion, wort 
05$925 million, and the trade- 

financing portion of US$3.3 
billion. Government techn 
are lobbying against M 
being given authority tr 
new loans, as the strict fin 
restraint builtinto the loan 
agreements is.not felt to be 
reflected by her reputation à 
free-wheeling spender. T 
would like Prime Minister 
Virata to sign the new fa 


WIN FOR NE WIN 
Burma's strongman Ne W 
visit Peking in May — his 1 
trip to China — in асуу 
chairman of the Burma € 
Programme Party (BSPP) 
former visits were under 
either as prime minister or 
president. The Chinese 
Communist Party's de facto 
acceptance of the BSPP as à 
— an honour 
srded-only to th. 
за енне я 











Party (ВСР) іза 
Win, who has been strivin, 
the 37-year-old BCP reb 











imedabad after exten- 
ew, Delhi's 


ment charged that six diplomats from | 
France, East Germany and Poland were | 


involved in the country's biggest spy scan- 
dal unearthed in January, the Press Trust 
of India said (16 Apr.). 


INDONESIA 

A court jailed 28 people for terms of be- 
tween one and three years for taking part 
in riots’ last "September (11 Apr) Tn- 
donesia.. invited the  anti- Vietnamese 
Democratic Kampuchea coalition to te- 
présent Cambodia atthe 30th anniversary 
celebrations. of the.Bandung Conference 
(12 Apr.). 


PACIFIC HM 

A general strike was called in New 
Caledonia to protest against the stoning to 
death of a woman teacher by Melanesians 
(11 Apr). 


PAKISTAN | 

More than 3,000 students 
police and set fire to eight buses after.a 
female student was run over and killed by 
a bus in Karachi, student sources said. 





clashed with | 




















Ai least four, people were 
when police opened fire on the y 
students (13 Apr.). 


SOUTH KOREA 

Police detained mor 
questioning after 1,000 
manding free labour unions c 
riot police (12 Apr.) 


SRI LANKA 

At least 24 people died wh 
Tamil militants attacked a п 
Lankan police station, the 


Margaret Thateher arrived 
visit (12 Apr). At te 
killed in clashes between 

Tamils in the troubled Easterr 
police said (13 Apr). At least 30 
were killed and more than 700 
ablaze in fighting betwee 
Tamils in Eastern Province, police ха 















Apr). 
THAILAND 

The cabinet approved Prime 
Prem  Tinsulanond à 





of a one-year ex 3 
mander Gen. Arthit Kamiang~ 
(16 Apr). 








Peking’s No. 3 man goes outside Asia to show a new Chinese presence 


The Pacific's friend 


By Hamish McDonald in Canberra 


hinese Communist Party (CCP) 
C: Secretary Hu Yaobang 

has launched a high-profile dip- 
lomatic sweep into the South Pacific 
apparently designed to increase accep- 
tance of China as a friendly and con- 
Structive presence. The region has 
been chosen for what is only the second 
trip the 69-year-old communist party 
chief has made outside the socialist 
countries, following his 1983 visit to 
Japan 

Hu’s itinerary takes in Australia, 
New Zealand, Western Samoa, Fiji and 
Papua New Guinea — the five coun- 
tries in the region where China has 
diplomatic missions. Australian lead- 
ers have welcomed Hu's trip as evi- 
dence of firm intentions to build up the 
Slender Chinese presence, based on a 
small volume of aid and some disaster 
relief donations, among the small is- 
land states of the Pacific. As well as the 
two “Western” outposts of Australa- 
Sia, the trip takes Hu into both the 
Polynesian and Melanesian worlds. 

“We welcome your interest іп 
further building China's links with our 
neighbours in the Pacific," Prime 
Minister Bob Hawke told Hu at a for- 
mal banquet, while opposition leader 
Andrew Peacock — head of conserva- 
tive parties which 20 years ago raised 
fears about the "downward thrust" of 
Chinese communism — also hailed 
China's “increasing involvement” say- 
ing it contributed to a more stable and 
wealthy region. 

The South Pacific's self-perception 
as a secure strategic backwater of the 
Western world has been ruffled in re- 
cent years by concerns about Soviet at- 
tempts at penetration, manifested by 
sporadic offers of development pro- 
jects in Tonga and Fiji. All these at- 
tempts have been deflected by 
counter-offers from Australia and 
other aid-donor countries. A new 
Soviet approach to the archipelagic 
State of Kiribati for fishing rights is 
currently under close watch by Can- 
berra, though no use of shore facilities 
is apparently involved. The refusal of 
United States trawler owners to recog- 
nise the 200-mile economic zones de- 
clared by the Solomons and Kiribati is 
seen by some analysts as increasing 
their willingness to consider Soviet of- 
fers. 

Hu's initial stop in Australia em- 
phasised China's recent emergence as a 
substantial trading partner for the 
Pacific. Nothing could have been more 
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welcome for Hawke, who since coming 
to power two years ago has made great 
play of China's potential markets for 
Australian commodities in what is 
elsewhere an oversupplied world. Hu 
arrived in Perth on 13 April with a 
party that included CCP Central 
Committee secretariat chief Hu 
Qiuli. Hawke took a massive press con- 
tingent to Western Australia to meet 
him. 

Together Hu and Hawke flew to the 
sun-baked mining town of Parabur- 
doo, where the party was shuttled by 
helicopter to the top of Mount Chan- 
nar, an outcrop comprising more than 
60% iron which is the site of a prop- 
osed A$200 million (US$134 million) 
joint Australian venture with the 
China Metallurgical Import and Ex- 
port Corp. (REVIEW, 4 Apr.). Surveying 
the mountain, Hu made a rare foray 
into the English language by exclaim- 
ing "a treasure house! " Hu hinted at 
further joint ventures when he said to 
Hawke: “Let us work together to deve- 
lop the whole area." 





By Mary Lee in Peking 


н party chief Hu Yao- 
bang suffers from an image prob- 
lem. He is better known outside the 
inner sanctums for his diplomatic 
gaffes and statements which have to 
be corrected, than for his leadership 
abilities. Although he may be one of 
the three most powerful men in China 
today, sharing the task of running the 
day-to-day affairs of this country 
with Premier Zhao Ziyang under the 
leadership of Deng Xiaoping, dip- 
lomats say he has not come across 
well in his few exposures to the out- 
side world. Unlike Zhao, he has not 
travelled widely to the outside world 
to which China is increasingly open. 

The party general secretary is good 
copy as far as the foreign press is con- 
cerned. He can always be counted on 
to say something dramatic about 
party or foreign policy — to the chag- 
rin of his aides. 

In domestic policy, Hu's stamp is 
that of a liberal. He presided over last 
October's party central committee 
meeting which adopted the trail- 
blazing decision to reform the econo- 
mic structure and build "socialism 





A PROBLEM OF IMAGE 


Hu's visit to Paraburdoo was like a 
folksy campaign trail. Watched by 
most of the town's 1,500 population, he 
visited the three-bedroom house of a 
mineworker, admired the video and 
hi-fi equipment and then stepped into 
the small back garden where he posed 
with the family's two young children 
on his knees, while Australian Ambas- 
sador to Peking Denis Argall hurriedly 
wound up the clothesline to give 
cameramen a better view. 


s Hu was getting into the sub- 
A^ discussions of his Can- 
berra visit, the Chinese Govern- 

ment moved to. end what may well 
have been a diplomatic gaffe before 
he left Peking. In an interview granted 
to resident Australian correspon- 
dents, Hu and the Chinese Vice—For- 
eign Minister in charge of US and Aus- 
tralian Affairs, Zhu Qizhen, were 
questioned about a future planned 
visit by US naval ships to Chinese 
ports. Asked. about Chinese policy on 
theentry of nuclear-armed and power- 






























with Chinese characteristics." He is 
said to be the strategist behind 
Deng's economic modernisation 
plans which hinge on the promotion 
of younger and better-educated 
cadres to management levels, wage 
and price reforms. 

But here too, his remarks have 
sometimes caused confusion — at 
least among reporters. No one is sure 
how many cadres will actually lose 
office as a result of age and incompe- 
tence. Two figures were mentioned in 
his recent meeting with the press: 
some 2 million cadres — about 10% of 
the current number — would have re- 
tired by next year, and then that 70% 
of top officials will be retired by June. 

He is said to be the liberal influence 
behind the party’s purge of leftist ele- 
ments, preferring the lenient treat- 
ment to the Maoist/Gang-of-Four 
style of public persecution. Hu ex- 
pects to remain in his post until the 
party congress in 1987. He is 
rumoured to be in line to take over as 
chairman of the party and the gov- 
ernment’s central: military commis- 
sion when Deng finally lets go of the 
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ed ships, the correspondents were told 
that the US ships involved would be 
“conventional.” The reporters asked if 
this meant without nuclear arms. “Yes, 
that is a correct understanding,” Zhu 
had replied, without contradiction 
from Hu. 

The reply implied that in its anxiety 
to forge a new military link with 
China, the US had made an exception 
to its rule to “neither confirm nor 


deny” whether nuclear weapons were 
aboard particular vessels — the very 
issue which has caused the US virtu- 
ally to freeze New Zealand out of the 
Anzus alliance. Whether Hu and his 
senior minister had misunderstood the 
finer points of the port-call arrange- 








ments or disclosed a quiet US com- 
promise, the reaction from Washing- 
ton was to reaffirm that its policy al- 
lowed no exceptions 

With the likelihood of Hu being 
cross-questioned on his visit, the 
Chinese embassies in Canberra and 
Wellington issued a statement on 15 
April stating: "US conventionally 
powered naval vessels may call at a 
Chinese port on an informal ceremo- 
nial visit. This is a matter solely be- 
tween China and the United States and 
there are questions remaining to be 
settled between the two sides.” 

Facing one of his first uninhibited 
press conferences at Canberra's Na- 
tional Press Club, Hu referred to this 








- 


outstand- 





Referring to Hawke as an 


ing statesman” and Hayden as an “out 
standing diplomat” Hu said China 
“highly appreciates” Australian ef- 
forts to become an intermediary in the 


Cambodia conflict 

In a later speech, Hawke reaffirmed 
Australia's intention to persist tł 
Indochina initiative tating 


Asia's political and economii hieve 


ments were at risk “if there remains 1n 
the region an isolated country at 
loggerheads with others, and tied vir- 
tually exclusively to the USSR and its 


allies 


ontinuing differences of percep 


tions were highlighted, however 
when Hu was asked at the press 
club how China could countenance the 


Khmer Rouge record in Cambodia. Hu 


said other members of the anti- Vietnam 
coalition acknowledged the Khmei 
Rouge formed the main resistanct 
force and had expanded its forces t 
50,000 or 60,000 men from the 20,000 
left when Vietnam invaded If the 
Khmer Rouge committed  heinous 
crimes as has been suggested, this ex 


pansion would be hardly understanda- 
ble," he said 

Hu was at pains throughout his press 
exposurt 
firmly set on its open-door economie 
policy and on playing moderating 
role in its region. The open-door policy 
would not be shaken by Hu 


to stress that China was 


nyone 








said. “Should there be any change, it 
will only be a change in the direction of 
opening still wider 

On his party’s ties with the banned 
Indonesian Communist Party, cited by 
President Suharto as the main barrier 
to diplomatic relations, H aid 
“There are no such links whatsoevet 
now because there is no wa! ome 
into contact with them 

Talks on bilateral tradi iced 


agreement to look for furthe 
tunities for cooperation be: 
iron-ore and pig-iron deals 
negotiation. These include ste 

















reins. But his standing with the army, 
analysts say, is not assured because 
he is too liberal for their liking. 
Observers also point to Hu’s failure 
to implement wage increases for gov- 
ernment and party employees in 
January, then April (his preferred 
date) asa sign that he is resisted in the 
leadership cireles. The wage in- 
creases will be implemented in July, 
though teachers will have their pay 
rises backdated to January. 
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statement when quizzed about the 
warships issue and said that he had 
"no further. comment". and that New 
Zealand's policy was its own affair. Hu 
was also at pains to play down sugges- 
tions of a rift between China and Aus- 
tralia over Indochina, following com- 
ments in the offieial Chinese press that 
Australian Foreign .. Minister Bill 
Hayden had been:used as a “catspaw’ 
by Vietnam during his. controversial 
visit to Hanoi and,Ho-Chi Minh City 
last month. 


224 zi 


ing, coal production, railwa non 
ferrous metals and agriculture. On his 
part, Hawke pledged to expand efforts 
to narrow the 2:1 trade imbalance ii 


Australia's favour, with import 





| Chinese oil being studied as one quick 

solution 
Officials also revealed that 

Australia's most colourful busines 
figures were also being drawn into 
Chinese projects. Hawke's close friend 
Sir Peter Abeles, head of Ansett Ait 
lines, will lead a mission to study pos 
sible Australian. involv 
China's transport industry, and media 
mogul Rupert Murdoch had already 
held talks on a recent Peking visit 
about his News Corp. undertaking 
construction of an "international press 

| centre" in the Chinese capital ü 
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Suhaini Aznam in Kuala Lumpur 


istory has repeated itself rather 
swiftly in the Malaysian Chinese 
осіайоп (MCA), the major Chinese 
y in Malaysia's coalition govern- 
ent. Only slightly more than two 
ionths after Prime Minister Datuk 
ri. Mahathir Mohamad forced two 
attled MCA factions to resolve a 
sty feud (REVIEW, 14 Feb.) — ending 
10-month internecine war — the 
irty is again threatening to disinteg- 


The truce, which had been months in 
e making, dissolved in exactly one 
The problem was again rooted in 
MCA’s controversial membership 
‘Dissaffected former vice-presi- 
“Тап Koon Swan claimed on 7 
pril that acting president Datuk Neo 
ee Pan had breached the terms of the 
anuary agreement by sending out a 
erent membership list for branch- 
ection purposes than that mutually 


) һе opposition Parti Islam (Pas) has 
kept its promise. After shaming its 
esident of 18 years; Datuk Mohamed 
Muda, into relinquishing the 
arty helm three years ago, the current 
adership promised its followers a re- 
ated party which would brook no 
promise in opposing the “secular” 


ober 1982, Pas has emerged as a 
government critic and an energe- 
opponent at election campaigns. 
in the past year, the party has 
sed the government spasms of 
iXiety — though it has not yet posed 
1y serious threat at the polls. 
his year Pas is trail-blazing again. 
party, which previously had con- 
d its message to the Muslim — and 
fore Malay — electorate, is now 
ng to win the confidence of non- 
ms. In its first-ever seminar 
to a multiracial audience on 10 
ruary, Pas tried to reassure 
nese and Indians in the audience 





boundaries. 


. three-day affair from 13-15 April, reit- 
_ erated this theme: In his keynote ad- 
ess, Pas president Yusof Rawa dwelt. 
at length on the evils of “assabiyah” 


' MCA. again is split. over ану membership lists and 
ime it looks as if neither faction will compromise 


Islam knew no racial or national F 


Pas’ recent general assembly, a tame’ І 






















































agreed upon earlier. Neb countered 
that it was Tan who Kad reneged on his 
earlier agreement to the final list. - 

Despite both factions’ earlier agree- 
ment to the pre-set party Мпе-ир, the 
contentious membership list could still 
throw up challengers by way of proxy 
fights from the rival faction. ^... 

Now both factions have corne full 
circle to the positions each had 
adopted in April 1984. Tan is challeng- 
ing the Neo-led incumbents with a, so 
far, successful High Court injunction 
to stop the party branch elections just 
before they were to have been held on 


15 April. He also mustered 1,610 mem- 


bers — more {ап twice the numbers 
needed — to sign a petition for an 
extraordinary general meeting on 12 


May, where a no-confidence vote will, 


be brought against Neo. Neo had until 
18 April to decide whether or not to 
grant the petition. 


Muslim opposition party Pas begins a campaign to - 
spel non-believers' fears and woo their support MG 


(ethnocentricism, or clan. conscious- 
ness). Islam transcends süch parochial 
loyalties, he said, and Pas therefore op- 
posed any government which seeks to 
serve narrow, communal interests. He 


was referring to the United Malays Na- | 
tional Organisation (Umno), the do- 


minant party in the National Front and 
in effect Pas' sole rival for the Malay 
vote. 

Unlike Umno, Pas“ 
criteria is religious rat. 
As such it has a few Chinese converts 
among its members, two of whom were 
nominated to stand for lesser party po- 
sitions at the assembly; They are al- 





ready finding theniselves placed at the 


frontline of Pas’ new'appeal. 


Pas’ idea is to break down non-Mus-- 


lim prejudice against Istam and, by ex- 
tension, the party: Malaysian non=- 
Muslims inevitably find Pas threaten- 
ing with, among other things, its fiery 
call for full implementation of Islamic 
law in a country where slightly more 
than 41% are non-Muslims. 

Thus Pas is realistic enough not to 


| expect. voter support from the Chinese 


and Indians for- atleast the next two 
decades — “not when wecan't even get 
Malays to vote for-us;" laughed Pas 
Setapak.division:eliief Subky Latiff: 
But its unspoken; long-range beriefits 








, could. conceivably garner оен 





riy br anches. or eid Е 
bers, Neo must’ again defend ‘his іп> 
creasingly precarious position as act- 
ing chief, repressing his impatience at 
being thwarted on the eve of his plan- 
ned confirmation as party leader at the 
MCA assembly, originally slated for 30 
May. 

Neo has also learned a lesson. This 
time he is adopting a “reasonable” 
stance by inviting Tan for discussions 
and playing the injured party when re- 
buffed. 





M eanwhile, the opposition Demo- 
cratic Action Party hopes to bene- 
fit from the MCA fallout — not a for- 
midable task given that Chinese voters . 
have а propensity to support the oppo- 


_ sition anyway. A seasoned government 


Chinese MP- estimated that- 55%» of 
Chinese votes “in a good year" would. 
be cast for the opposition and, in а Баа. 
year, this would rise to 70% This could :: 
be bad news for the MCA. Foralmost a: 
year now, the MCA hasall but shunted 
aside Chinese-voter interests. ES 
This belated realisation became ob- 


make the move logical. If Pas succeeds 
in eroding Chinese prejudice, seem- 
ingly its primary target for now, it 










Chinese’ opposition votes in 
antly Malay. communitie: 
marginal seats-in its pre- 
sent, Chinese opposition votes in rura 
Malay areas are either wasted on a. 
weak third candidate, or are not cast. 

Pas' new thrust means attacking 
Umno on its own multiraeial platform. 
But if Pas expects Umno to worry, it is. 
in for disappointment. Some in Umno 
applaud the campaign. Pas has ac- 
cused Umno of being less than Islamic 
for cooperating with kafirs, or nón-be- 
lievers, in'the National Front. If Pas 
were to start wooing Chinese senti- 
ments, Umno could easily twist: the 
knife back into’ Pas’. ешрш: an 





. Umno stalwart pointed out. 


here - were other, less. ‘Obvious: 
marks of Pas’ ‘attempts to build:a 
new image at the assembly. Notably; 
for a party election year, there was 
very little electing done. Each person 
nominated to challenge an incumbent 
for the party's six top posts withdrew 
from the race even before the assembly 
convened. The dewan ülamak; or as- 
sembly of theologians,. returned allits 
committee members unt | 
“In: Islam; a’ pe é 
power ог position - but wait to be 
chosen by the majority,” explained 
vice-president Nakhaiê Ahmad. "And 
once a majority chooses hi 
be willing to accept the 
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Neo (left) and Tan: let round two begin. 


vious on 1 April when Neo agreed to 
form a joint council with the theoreti- 


cally multiracial but essentially 
Chinese-based Gerakan party, an 
MCA rival within the ruling National 
Front coalition. Although the council's 
aim was to pool their energies in ad- 
dressing Chinese constituents, each 
party had a personal axe to grind. 
Pitted against the MCA for the same 
power base, Gerakan hopes to con- 
vince National Front leaders to allo- 


Yusof: evils of ‘assabiyah.' 


of leadership and carry it out well. 
This principle of elected leadership, 
however, will not preclude Pas’ par- 
ticipation in the country’s general 
election “where it is incumbent upon 
us to oppose a government that doesn't 
fight for Islam,” declared Nakhaie. Pas 
currently has more than 200,000 mem- 
bers and claims more than 600,000 


supporters. 
Nevertheless, and for different 
reasons, a few district divisions 


suggested that Pas boycott the next 
general election to protest against 
what these divisions view as the 
cabinet's overriding powers, resulting 
in “MPs being dictated to by the execu- 
tive.” Pas’ supremie council has prom- 
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tes next ger eral 
election. The Gerakan 


was alloted in 1982 only 
seven parliamentary 


five, and 18 state seats, 
of which it won 15 an 


ance. 


he MCA for its part 
badly needs to redeem 
itself in Chinese eyes 
More , personally, Neo 
must shore up his dented 
image as the Chinese 
leader in government 
Willingness to set aside 
narrower party interests 
for the greater Chinese 
good would restore some 
of his eroded legitimacy within the 
Chinese community as well as within 
national political circles. 

National Front support is essential 
for Neo whose grassroots support has 
grown increasingly uncertain. In a by- 
election in Kedah in January and in the 
campaign for the upcoming Sabah 
election, it is Tan and his aides who 
were invited to woo Chinese voters. 

Ironically, as an impasse looms once 
more, it is Mahathir's prestige which 


ised to study this sugges- 
tion but refused to debate 
it on the floor. 

For the first time, too, 
Pas has openly declared 
its intention to support 
non-governmental or- 
ganisations such as con- 
sumer associations, en- 
vironmental groups and 
the Malaysian Muslim 
youth movement, Abim, 
wherever shared prin- 
ciples would lend to a 


voice. 
till smarting from 
amendments to the 


Penal Code, passed 
parliament on 8 April 
making religious offences 
punishable by a mandatory two-year 
minimum jail term, Pas' tirade against 
the government for snuffing out "sec- 
ond opinion" was tireless. The govern- 
ment, according to Pas, controls alter- 
native thinking, both through legisla- 
tion or, more indirectly, through poli- 
tical vetting before granting business 
licences, scholarships or land under 
the various government land-develop- 
ment schemes. 

And Pas anticipates increasingly 
stern government reaction. Although 
the more stringent penalties will affect 
all religions, Pasrealistically sees itself 
as the prime target since its platform is 
based on a single theme: Islam. 

But like most newly successful par- 


seats, of which it won | 


above average perform- | 








more effective, concerted | 


in | 





flouting oí 
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two factions timed resumption of hos- 


tilities perfectly « —»she very 


trade expedition. Eyes are now trained 


on Deputy Prime Minister Datuk Musa = 


Hitam, who is acting in His absence. И 


was Musa last December who first 
warned the warring factions to shape 
up or ship out 

One of the factors pushing for an 


early settlement of the MCA crisis then 
was early-election speculation. The 
MCA needed time to draw the rank and 
file together if it was to contribute an 
effective election machine to coalition 
efforts 

An MCA split now looks irreversible; 


| But collapse within the MCA does not 


into National 
government 


necessarily translate 
Front collapse,, noted 
backbenchers. The coalition’s over 
whelming presence in parliament 
would probably suffer the loss of a few 
seats because of the MCA erisis in 
the 1982 general election, the National 
Front won 132 of 154 parliamentary 
seats — but obviously not enough to 
perturb leaders of the United Malays 
National Organisation (Umno), the do- 


minant party of the National Front, 
who, like many others view Umno as 
the backbone of the coalitior п 


a, 


ties bent on charting an ambitious 
course, Pas seems ‘unable to determine 
its priorities — Whether to consolidate 
its position at home or to expand its 
concerns to international issues Its re- 
solutions ranged from urging the gov- 
ernment to sever diplomatic ties with 
the Soviet Union for its involvement in 
Afghanistan and for backing Vietnam 
in Cambodia, to;such bread-and-but- 
ter issues as reviewing army pension 
schemes and doing. away with govern- 
ment paddy subsidies 

These questions must remain 
academic for now. Ina weak moment, a 
Pas leader admitted that he did not ex- 
pect to form a/national government for 
at least 20 years, if then. Pas’ influence, 
therefore, lies in Umno's resi 
its charges — and Umno ha 
ways risen to the bait 

For all its fiery rhetoric, Pas has not 
been tested in a nationwide election 
since its revival under the present 
leadership. To date, its leaders have 
justified Pas' defeat at every by -elec- 
tion by pointing to the overwhelming 
government machinery that comes to 
Umno's aid 

Pas will have to prove itself in more 


onses to 
not al- 


equal circumstances at the next gen- 
eral election, widely expected early 
next year. Until then, it must maintain 


the momentum achieved in 1982, а task 
complicated by its increasingly 
younger membership, known for its 
impatience. Pas' noticeably youthful 
delegates this year clearly indicated its 
growing appeal to a;more hard-lined, 
fundamentalist youth. — — SUHAINLAZNAM 


19 


day T. 
Mahathir left on a 2-day European | 






N 


чы 
y 
A 





эы 


т TTA f^ 


: m rM 


a4 
Na 







^ E ++ 
CT 


Tokyo has acted to tighten up its regulations against trade 
in endangered species, but loopholes will remain 


By Bruce Roscoe in Tokyo 


W hen Tokyo customs inspectors 
recently found 11 monkeys stuf- 
fed in the bottom of a Japanese 
tourist's travel bag at Narita Airport, 
they regarded the luggage with no 
particular sense of alarm. 

The animals — white-handed Thai 
gibbons, a critically endangered 
species — had been drugged for the 
journey and five had suffocated. The 
tourist, who had told customs men the 
animals were his pets, left the airport 
unhindered and proceeded to sell the 


— gibbons to a Tokyo pet shop, where 


they fetched 
(US$1,920) each. 
Although commercial trade in Thai 
gibbons is prohibited under the Con- 
vention on International Trade in En- 
dangered Species of Wild Fauna and 
Flora (Cites), which Japan ratified 
in 1980, the tourist had commit- 
ted no offence under Japanese 


around ¥500,000 


law, and nor had the pet shop rl 


which bought them. 

This incident symbolised Ja- 
pan's official indifference to its 
role as the world's biggest trader 
in endangered species — notably 
ivory, musk deer, sea turtles, lizards, 
crocodiles and whales — and also 
its neglect of an international treaty 
commitment. While Japan has been 
internationally condemned and pres- 
sured for its commercial whaling 
activities — which it is now agree- 
ing to phase out by 1988 — its other 
wildlife trading has largely escaped 
notice. 

Now, Japanese officials are opening 
their previously blind eye. In reponse 
to international pressure which culmi- 
nated in a resolution condemning 
Japan at a Cites seminar in Kuala 
Lumpur last October, the Ministry of 
International Trade and Industry 
(Miti) has decided to clamp down on 
some, if not all, of the illicit trade. The 
measures have been speedily devised 
to avert censure of Japan at the Cites 
conference in Buenos Aires from 22 
April to 3 May. 

The new “trade barriers” also re- 
sulted from a diplomatic approach by 
the Duke of Edinburgh, who, as presi- 


dent of the World Wildlife Fund, flew 


to Tokyo after the Kuala Lumpur re- 
solution and won a pledge from Prime 
Minister Yasuhiro Nakasone that 
Japan, at last, would implement Cites. 
In Buenos Aires, treaty members will 
study the new Japanese measures 
against the background of Japan's 
longstanding reputation as, in the 
words of one foreign conservationist, 
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the "hub of every wildlife trade prob- 
lem in the Asian region." 

The new regulations require, from 1 
April, all importers of endangered 
species listed in Appendix 2 of Cites to 
obtain an export permit from a Cites- 
approved authority in the country of 
origin — the same requirement stipu- 
lated by the treaty, Previously import- 
ers needed to present only a "certificate 
of origin," many of which were issued 
by dubious authorities anxious for Ja- 
panese cash. Violators face a fine of up 
to Y 1 million or a maximum three 
years' imprisonment. 

But there is some doubt as to whe- 
ther the new regulations will achieve 
their stated objective. Patterns of trad- 





















ing, allowed to flourish by official neg- 
lect, are well entrenched, and the for- 
tunes amassed perhaps too great for 
easy surrender. 


Er is a case in point. The Japanese 
penchant for ivory seals and costly 
accessories has spurred a rapid rise in 
raw-ivory imports, which reached a 
record 475 tonnes in 1983 compared 
with the previous record of 368 tonnes 
in 1978. Last year, 473 tonnes of raw 
ivory were imported. This accounts for 
about half of the world ivory trade 
which now is to blame for the deaths of 
100,000 African elephants each year, 
with extinction a growing possibility. 
Yoichi Maeno, deputy director of 
Miti's import division, concedes a 
"good deal" of the Japanese ivory 
trade last year occurred in violation of 
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i of Light Indus- 
trial Products Importers whose mem- 
bers are the main ivory traders. “We 
will go by the new rules but we do not 
expect ivory imports to decline. Get- 
ting export permits is not difficult,” a 
union official said. 

Furthermore, the regulations do no- 
thing to inhibit trade in any of the 
categories in Appendix 1 of Cites 
which covers the most endangered 
species of all. Japan has exercised a 
treaty option of “reservation,” which 
effectively has enabled it both to abide 
by Cites and flout the treaty at the 
same time. It first placed reservations 
against nine species in this category 
but at each opportunity added to the 
list. It now reserves the right to trade in 
14 of the species the treaty strives to 
protect most: three species of turtle, 
three of lizard, the Himalayan musk 
deer, the salt-water crocodile and six 
species of whale. “We may consider re- 

, ducing the number of reserva- 

tions,” says Maeno, “but we can- 
not say when." 

Imports of some 
protected turtles in 
fact are rising. Im- 
ports of green sea 
turtles — highly 
valued in Japan for 
their shells and 
the meat — jumped 
from 25.4 tonnes in 
1983 to 30.69 tonnes 
last year. Some steps 
have been taken to 
curb trade in musk 
deer, but it remains 
to be seen whether 
imports decline, Ja- 
pan accounts for 
about 90% of the 
world trade in musk, 
which is also peril- 
ously close to extine- 
tion. Musk oil is 
traditionally used 
as a base substance 
for perfume, but Ja- 
panese pharmacists use it in folk 
medicines and it is even. used in some 
brands of popular health drinks. The 
Ministry of Health and Welfare has 
ordered a halt to the use of musk in 
drinks. 

Japanese plans are also afoot to 
breed musk deer in captivity in either 
Nepal or China, though the Chinese, in 
six years of trying, have had little suc- 
cess in musk-deer ranching. Other Ja- 
panese Government—supported pro- 
jects are under way for crocodile farm- 
ing in the Philippines and hawksbill 
turtle-raising in Micronesia. 

Tom Milliken, director of Traffic 
(Japan), a wildlife trade-monitoring 
body affiliated with the World Wildlife 
Fund, says he is *extremely encour- 
aged" by Tokyo's moves to restrict 
trade in endangered species. u 
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Wherever in the world you're doing business likely to have an extensive network of branches 
no-one is better placed to help you than Standard To help the international businessman furthe: 
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What you see is a contradiction in terms. 
On paper, this brainteasing shape is an impossibility - yet 
here it is, on paper. 


YOU SEE, NOTHING IS IMPOSSIBLE. 


In the world of business communications and information, 
problems often seem to take on similar perplexing dimensions. 

Computers have to be linked in many different ways. 
Networks need viewing from all angles - not just one. 

For us, bridging a communications gap often means looking 
at the problem from a new perspective. 

It also means having an open mind as well as an open concept. 
A concept that breaks both the bounds of imagination and 
the barriers to communication - in all forms. Data, text, image 
and voice. 

Products to keep people in touch and informed. 

From the simplest telephone handsets, to worldwide tele- 
communications, from personal computers to document handling 
and data processing systems. 





PHILIPS, A NEW DIMENSION IN VOICE, IMAGE, DATA AND xci а 
It’s all part of our total systems approach which we call 
Sophomation; an open concept which opens up a world of possi- 
bilities in information management. 
Next time you are faced withaseem ingly i im npo рс, 
talk to Philips. T aii: 
You'll soon see the sense in it. тё approach 


PHILIPS, P.O. Box 32. 1200 JD Hilversum. The Netherlands. Telephone Int. 31 35 89 91 11. Telex 437 12. 
Telecommunications Systems/Data Systems. 
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“At Kuo Feng, the HP 3065 
PC Board Test System 
helped increase our yield 
rate by 25%, and decrease 


0/ 99 


our stock rate by 20%. 


“The Q-Stats Management Report 
Systems have proved very effective in 
the gathering of statistics and the 
analysis of our current production 
situation.” 






Kuo Feng of Taiwan has long been 
renowned in the plywood industry, and 
since 1983 has played a major role in the 
booming business of electronic 
information. It produces a wide range of 
products, from computer terminals and 
colour monitors, to switching electric 
power supplies. 


Mr Sun Jen-yuan, the Chairman of the 
Board, said, “After we began using the 
HP 3065 system, we were able to 
manufacture complex circuit boards and 
improve the quality of our products 
generally. 


“HP provides excellent software 
consulting and a complete after sales 
service for their hardware. This has 
meant our HP 3065 has been a 
completely reliable support, and has let 
us concentrate on developing new 
markets. To me, HP is without doubt 
the best of business partners.” 





You should consider a working partnership with HP. Now. 


Call or write to your local office. 
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Hewlett-Packard Australia Pty Ltd. Blue Star Ltd Yokogawa-Hewlett-Packard Ltd. 
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Hewlett-Packard Hong Kong Ltd Hewlett-Packard Sales (Malaysia) Sdn. Bhd. 


HONG KONG. Tel: 5-8323211 KUALA LUMPUR. Tel: 03-986555 


should expect 
partnership with 
Packard. 


“At Taikoo Royal Insurance, 
our HP 3000 System has 
meant a fourfold increase 
in the transactions we can 
process.” 


“We use the HP 3000 Series 48 
computer with our own ‘T.R.E.V.O.R.' 
on-line system for policy retrieval. To 
date, it has reduced our paperwork 
65% over our previous Batch system, 
and where a simple Motor Policy used 
to take 3 weeks, it now goes through 
in less than ten minutes.” 


Taikoo Royal Insurance Company is a 
major Hong Kong insurance 

company with a very impressive 
range of consumer and corporate 
accounts. 


Mr Wallace Lam, Computer Manager 
for Taikoo Royal, says, “Our workforce 
has been able to handle a 56% increase 
in portfolio since we installed the 
system in 1979. 


“Our HP System provides us historical 
and statistical data which allows us to 
do Risk and Commitment forecast in- 
house. Such efficiency and accuracy 
makes us more competitive. 


“We're very satisfied. The 
communication within the system is 
unsurpassed, and HP's hardware and 
software are the most reliable I've ever 
experienced.” 
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HAT IS ІТ? What is it that makes the world's leading photographers choose the 
Hasselblad? And why do the astronauts choose it? And the talented amateurs? Could it be the 
6X6 format? Could it be the 1/2000 sec. shutter speed? Could it be the advanced lenses? 
Could it be the fact that you can switch from color to black and white without reloading film? 
Could it be the 150,000 variations of the Hasselblad system? Could it be the fact that you can 
buy a new part or lens today and it will fit the Hasselblad you bought years ago? Could it be 
simply the quality of the camera? There is only one possible answer to all these questions: Yes, 


it could. 
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| Footprints on the sands of time — women carrying food to their menfolk 


On Pakistan International, you'll find that 
devotion to duty is a carry over from 
our folklore. 
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Seoul squatters unite to fight for compensation 
from a gigantic government housing project 


By Paul Ensor in Seoul 


A: the walls of an entrance to the 
Seoul City Hall underground rail- 
way station, office workers cluster 
around drawings of a new housing es- 
tate. Although only a quarter of the 
project is finished, the city govern- 
ment, which is acting as manager and 
owner, has already sold 1,820 flats. 
Another 7,820 went on the market on 9 
April. 

The new estate will be in Mokdong, 
clearing away one of Seoul's most un- 
sightly outlying squatter areas. From 
the narrow alleyways of Mokdong, the 
construction of the huge buildings on 
the other side of the Seoul-Inchon 
highway dwarfs everything surround- 
ing them. Handwritten signs pasted on 
walls state the local attitude to the 
change: “The Mayor of Seoul must re- 
sign” “Our just demands will be heard" 
"We will not be pushed aside." Bus- 
loads of riot police are parked nearby. 

The residents of Mokdong are not the 
first people in Seoul to demonstrate 
against the massive redevelopment 
schemes which have transformed 
much of the city into clean rows of 
apartment blocks, but they have been 
some of the best organised and most 
persistent. They have been able to ex- 
tract one of the most favourable deals 
yet out of the authorities as compensa- 
tion for the destruction of their homes, 
and as assistance in moving into the 
new flats. The concessions came dur- 
ing six months of periodic demonstra- 
tions which culminated in clashes with 
the police in late March involving hun- 
dreds of people including about 300 
students from Seoul National Univer- 
sity. Construction office buildings 
were burned, and a local city official 
was kidnapped for 16 hours. Seven 
people are awaiting trial for their part 
in the disturbances, and hundreds of 
others have been detained for short 
periods by the police. 

Several came out with accounts of 
threats and rough treatment by the 
police. After speaking at Seoul Na- 
tional University, the wife of one of the 
leaders awaiting trial was arrested and 
held by police for several days. Ac- 
cording to her account, she was beaten, 
kicked, and dragged by the hair, and 
told to leave Mokdong. 

To the general public the troubles 
were a reminder of the pattern of con- 
frontation into which South Korean 
politics sometimes fall. Neither side 
came out looking entirely sympathetic, 
as Choi Young Soon, a young employee 
of a trading company put it: "The city 
‘government has come out looking in- 
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decisive: one moment sending the cops 
in, the next giving in — while the locals 
look greedy, always demanding more." 
Whatever they feel about this incident, 
the people of Seoul know the city has a 
desperate housing problem. As a senior 
City-Hall planner explained: "Every 
year Seoul's population grows by 
300,000, and we have the ability to 
build only 50,000 new households, 
which does not keep up with the huge 
demand." 


he Mokdong development project is 

the largest single project of its kind 
undertaken by the city government, at 
a total cost of Won 1.14 trillion 
(US$1.36 billion). An entire communi- 
ty of 120,000 is being planned, with 
25,000 housing units, a school, hospi- 
tal, and playgrounds. The layout will 
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boxes typical of Seoul's urban land- 
scape. Director of construction and 


Mokdong was chosen as a site for the 
project because: “This is government 


management Choi Chong Moo says | 


land, and now it is inhabited by illegal ОЁ 


squatters in substandard housing 
Some of the land is agricultural, but 

pollution has poisoned the 
> crops. The area is highly 
* subject to flooding." Mok- 
g dong is also not far from 

Kimpo Airport: the city 


be more attractive when vi- 
sitors arrive for the 1988 
Olympics. 


Mokdong, this is the second 
time they have had to move 
to make way for urban deve- 
lopment. In the early 1960s 
the city cleared them from 
their homes in central Seoul 
to develop the city centre. 
Mokdong, which was then 
largely agricultural, was al- 
lotted to them by the city. 
There they built houses on 
government land, paying 
land rent and tax to the city. 
But in the eves of the law they 
remained squatters, living in 
buildings without permits. 
This shared experience was one 
reason for the residents' sensitivity to. 
the new project. From the moment it 
was announced in 1983, the residents 
have worried that they would be 
moved away again, unable to afford 
the new flats. The sense of unity has 
been strong, as Fr Bob Brennan, priest 
of the local Roman Catholic church — 
a central gathering place for the anti- 
government protesters — put it: “This 
is a community in the strongest sense 
of the word, existing for decades 

They are not living in shacks, but in 
buildings into which they have in- 
vested not only monev, but shared ef- 
forts over the years." Their sense of 
solidarity was strengthened after last 
September's floods which hit the area 
particularly badly. (As in other flood- 
hit areas, the people were critical of the 
government's handling of the affair, 
and demonstrated in protest.) 

"The problems of Mokdong are an 
outgrowth of a persistent problem: 
what to do with squatters," according 
to Park Young Soo of the Korea Insti- 
tute for Human Settlements. Seoul's 
squatter population is now between 
100,000 and 150,000, an improvement 
on the past: in the early 1960s a third of 
the city's population were squatters. 
City Hall's approach to slum problems 
and housing shortages has been ag- 
gressive urban-development schemes 


which have done much to ease the gen- — 


eral housing problem, but the new 
developments have tended to push 
local people aside in favour of weal- 
thier buyers. As one 1983 study put it: 


would clearly liketheareato . 


For many of the people of — 
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“Residents of the renewal 


in general urban poor. . fe узене) re- 
newal programmes lessened the op- 
portunity of getting affordable hous- 
ing services , . . and consequently de- 
stabilised their living conditions." 
The residents of Mokdong were as- 
sured they would be able to live in the 
new development. Among the new 
flats planned would be some small 
enough (49.5 m?) for them to afford. 
But, due to budgeting problems, the 
plans were changed, and the smallest 
flats being built are now to be 66 m?. 
Larger apartments are more profitable 





AID 


US Asia 
policy set 
for shift? 


Congress debates a bill 
which could significantly 
alter regional plans 


By Robert Manning in Washington 


s it wades through United States 

President Ronald Reagan's 
foreign-aid authorisation request for 
fiscal 1986, the US Congress is altering 
the Reagan administration's policy to- 
wards Asia in several key areas includ- 
ing Cambodia, the Philippines and 
Pakistan. 

The congress registers its views on 
foreign policy primarily through its 
control over government purse strings, 
and the administration appears to be 
reluctantly yielding to several addi- 
tions, reductions and conditions being 
attached to Reagan's request by the 
legislators. The modifications could 
result in significant changes in US po- 


. licy towards Asia. Despite the finan- 


cial squeeze caused by the prospect of a 


; US$200 billion budget deficit, key de- 


cisions with regard to Cambodia and 
the Philippines have been taken on 
their perceived political merits. 

The administration did not request 
the US$5 million in *appropriate aid" 
for the two non-communist Cambo- 
dian resistance groups, which was 
added to the House of Representatives' 
version of the foreign-aid bill by the 
chairman of the House Subcommittee 
on Asia and the Pacific, Stephen Sol- 
arz. Indeed, the administration was 
critical of the liberal Democrat's move. 
Solarz said the proposed additional 
aid would meet 20-30% of the non- 
communist resistance's military needs. 

During a congressional hearing, As- 
sistant Secretary of State for Asia and 
the Pacific Paul Wolfowitz questioned 
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Mut i st, th 
at sales la the 
held their fs Aus the r ‘sitting 
on the road near tgethe SeoulsKimpo 


Airport highway, and stepping traffic | 


for three hours. 

The demonstrators demanded better 
terms of compensation. This. they 
acheived. The compensation offered 
rose from Won 500,000 per household 
to Won 70,000 per m?, in addition to a 
priority ticket which enables the hold- 
er to jump the flat-buying queue. 
These can be sold if the holder does not 
wish to buv a flat, with the current ask- 


whether the new aid initiative would 
accomplish anything. The administra- 
tion argues that neither group needs 
more weapons, is concerned that none 
of the money go to the communist 
Khmer Rouge — the largest and most 
potent of the resistance groups — and 
fears that the move might sour coope- 
ration with Vietnam on the issue of 
American soldiers missing in action 
there during the war. 

The day after the House foreign af- 
fairs committee adopted Solarz’ 
amendment, the administration 
shifted its position, welcoming the 
“flexibility” of the amendment “as en- 
abling legislation allowing the US to 
provide economic and military aid to 
the non-communist resistance.” The 
comment, issued by the State Depart- 
ment, stressed that the US still believes 
“there is no need for US military as- 
sistance at this time,” but it left the 
door open. 

Underscoring the tilt in US policy, 
Secretary of State George Shultz ag- 
reed to meet with Son Sann, leader of 
one of the non-communist resistance 
groups, and Prince Norodom 
Ranariddh, son of Prince Norodom 
Sihanouk who heads the other non- 
communist group. The meeting on 10 
April was organised to give both 
Asean, which supports both groups. 
and the Cambodian resistance in gen- 
eral a morale boost following the re- 


eS dents | 
(tiom KROMIA y concessions. Initially 

















pattern of confronta- 


only the owners of houses under threat 
Were involved, but later their tenants 
started to push for concessions from 
the city, and were successful — an un- 
precedented achievement. The tenants 
have no legal rights. Following the de- 
struction of their homes, 100 families 
spent the winter in tents. 

Following the last, and most fierce 
round of battles between residents and 
police in late March, the three sides in- 








cent Vietnamese offensive along the 
Thai-Cambodian border, which de- 
stroyed most of the resistance groups' 
base camps. 

The two non-communist Cambodian 
leaders were well-received in Wash- 
ington, meeting with senior officials in 
the Pentagon and State Department as 
well as meeting Shultz. But despite 
their pleas for US military aid, the ad- 
ministration would go no further than 
to say that “we are not ruling out mili- 
tary aid in the future." However, the 
administration still believes such aid 
from the US is not needed now. In what 
appears to reflect divisions within the 
administration, CIA director William 
Casey reportedly favours military aid 
to the rebels, and Shultz is believed not 
to be opposed to it. 


he aid would be channelled through 

Thailand, which Solarz says has ex- 
pressed its support for the move. Offi- 
cially, the US has only provided the 
Cambodians humanitarian aid via 
agencies of the United Nations. But 
Washington already has two,,covert 
channels of aid to the resistance — via 
a CIA programme and by a portion of 
the aid earmarked for Thailand being 
passed along to the resistance. 

There is no provision for any aid to 
the Cambodian rebels in the US Senate 
version of the aid bill though it, like its 
House counterpart, was revised before 
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to be final. Both owners and ten 
have received the best compensation in 
monetary terms so far, but for the peo- 
ple, according to Brennan, it is not a 
great victory, “Throughout we've 
worked to make it possible for people 
to stay after the development, but ac- 
cording to this settlement, maybe a 
third can afford to do so." 

When City Hall agreed to the con- 
cessions, it stressed its sense of moral 
duty to the poor, but refused to rec- 
ognise the squatters legal claims. 


the congress' Easter recess. The two 
versions of the bill go to the senate and 
House floors, respectively, for debate 
and then into joint conference to iron 
out differences between the versions. 
Well-placed senate sources who criti- 
cised the aid move as "useless token- 
ism" said the administration's en- 
dorsement of the Solarz initiative is 
likely to tip the balance on the senate 
floor in favour of the aid, though there 
continues to be scepticism on both 
sides of the aisle. 

Solarz also sponsored a move to cut 
military aid to the Philippines, some- 
thing the administration strongly op- 
poses. In its turn the House foreign af- 
fairs committee, over protests from 
Shultz, reduced in its version of the bill 
a US$100 million administration re- 
quest for military aid to the govern- 
ment of President Ferdinand Marcos to 
US$25 million. But under the propo- 
sal, US$60 million would be added to 
economic aid. Total aid to the Philip- 
pines, under the package, would be re- 
duced to US$260 million from US$280 
million for fiscal 1986. 

Solarz argues that an increase in 
military aid would "send Marcos the 
wrong signal." But Shultz, in a letter to 
House foreign affairs committee chair- 
man Dante Fascell said: "This drastic 
change in the mix virtually ignores the 
gravity of the growing communist in- 
surgency in the Philippines." 

As rent for US air and naval 
facilities in the Philippines, Washing- 
ton has pledged to make its "best ef- 
fort" to provide US$425 million in 
military aid and US$475 million in 
economic aid over a five-year period. 
The congress cut the current fiscal 
year's military-aid request to US$40 


.million from US$85 million. During 


senate testimony, Assistant Secretary 
of Defence Richard Armitage con- 
ceded that "the jury is still out" in re- 
gard to efforts to reform the Philippine 
military so as to deal with the growing 
communist presence. But Armitage 
stressed that under the command of 
acting armed forces chief of staff Gen. 
Fidel Ramos, some reforms have oc- 
curred. He added that the US adminis- 
tration's US$100 million aid request is 
all for non-lethal aid. 

There is no military-aid cut pro- 
























а М "o man r he gor ents at onale 
— that it is trying to build houses to al- 


leviate the shortage — is enough. How- 
ever, it seems that one aspect of the 
country's Confucian approach to gov- 
ernment, which often neglects to con- 
sult with the public before policies are 
put into practice, is partly at fault in 
this case. No one in the city adminis- 
tration from the mayor downwards is 
elected. They are answerable to powers 
above rather than below, and there 
exist few channels for communication 
from the people to the government. J 


posed in the senate version of the bill. 
But sources in both houses of the con- 
gress and in the administration said 
they expected the military-aid request 
for the Philippines to be cut. "There's 
no question that the military aid will 
be cut," a congressional aide said, add- 
ing: *The question is by how much." A 
State Department official said he ex- 
pected the final military-aid figure to 
be "about US$50 million." Most of the 
rest of the aid programme, including a 
new two-year US$90 million food-aid 
package linked to agricultural policy 
reforms, will likely remain intact. 


y“ another Solarz proposal is aimed 
at Pakistan, though Pakistan was 
not mentioned by name. In response to 
recent disclosures involving a Pakistani 
national who was arrested when he 
tried to smuggle krytrons — switches 
used in nuclear weapons — out of the 
US, Solarz offered an amendment to 
the aid bill. The amendment would ban 
US aid to any country which “exports 
illegally or attempts to export illeg- 
ally” from the US any “material, 
equipment or technology” for use in 
the manufacture of a nuclear device. 

The Solarz proposal has been 
adopted by the full House foreign af- 
fairs committee and its senate counter- 
part. State Department officials said 
the administration does not oppose the 
amendment. 

The Reagan administration's aid re- 
quest also includes an estimate of fis- 
cal 1986's arms sales to Taiwan. The 
estimate reflects Washington's policy 
to "phase down over time" such sales 
in accordance with the August 1982 
US-China joint communique. Arms 
sales to Taiwan which involve US 
foreign military sales credits are esti- 
mated at US$640 million, and direct 
commercial sales are listed at US$100 
million — totalling US$740 million for 
fiscal 1986. The fiscal 1985 total was 
US$760 million and the previous 
year's total was US$780 million. 

US officials emphasised that the fig- 
ures are *a very rough estimate of what 
will happen 18 months later." A State 
Department official said the slight de- 
cline in the value of the arms sales was 
"not induced by a policy shift" to- 
wards the government in Taipei. 
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Welcome to Citibank, the world’s 
leading bank with more than US$140 
billion assets. 


At our Asian Banking Centers, a 
Personal Financial Officer will help 
you select from a wide range of depo- 
sit products available at competitive 
interest rates to suit your needs. 

At any of our Centers located in 
Singapore, Hong Kong or San Fran- 
cisco, there is no tax withholding and 
no foreign exchange controls. Your 
account is kept in the strictest confi- 
dence. 

For more information, please fill in 
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© In Hong Kong: | cc Gardens. 17 Han Avenue, Causeway Bay, 
Hong Kong. Tel: 5-761390 or call our Hot | ine 529918877 
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Citicorp Center. 24 F, One Sansome Street, San Francisco 
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Entrenched positions 
Pakistan and India agree to resume a political dialogue but 
there is no room for change in claims to the divided state 


By Husain Haqqani in Islamabad 


рал and India have agreed to 
resume their dialogue and the 
timetable for future rounds of negotia- 
tions will be announced during a visit 
to New Delhi by Pakistan’s Foreign 
Minister Sahibzada Yaqub Khan sche- 
duled for the end of April. The secret- 
ary of the Indian Foreign Ministry, 
Romesh Bhandari, held preparatory 
talks in Islamabad in the first week of 
April and both Indian and Pakistani 
officials appeared confident about the 
future of rival proposals for a no-war 
pact and a treaty of friendship and co- 
operation. 

Negotiations between the two sides 
were in an advanced stage before being 
suspended last year amid Indian 
charges of Pakistani support for Sikh 
extremists. Pakistan had earlier ac- 
cused India of fomenting trouble in the 
southern province of Sindh and of bor- 
der violations along the control line in 


A р заре assembly elections іп 

Em Pakistani-administered Azad 
(Free) Kashmir, scheduled for 15 May, 
will restore political rule in the 
territory, but the new government is 
unlikely to get more autonomy from 
Islamabad. 

A total of 13 parties are eligible to 
contest 40 seats in the Azad Kashmir 
assembly, representing Kashmiris in 
territory acquired by Pakistan in the 
1948 war with India,.as well as re- 
fugees settled in Pakistan. In theory, 
Azad Kashmir is not a province of 
Pakistan because of the disputed na- 
ture of the state of Jammu and 
Kashmir, and Pakistan's claim that 
its status should be determined by a 
United Nations-sponsored plebis- 
cite. 

The objective of the Azad Kashmir 
government is “the integration of the 
whole of Kashmir into Pakistan," 

. though it does not claim to be the gov- 
ernment of all Kashmiris. Its citizens 
carry Pakistani passports, mention- 

_ ing their Kashmiri origin, and most of 
its budget is provided from Is- 
lamabad, The state, however, has a 
separate constitution, its own presi- 
dent, a quasi-autonomous legislature 
and a separate supreme court, though 
its affairs are subject to control of the 
Ministry for Kashmir Affairs in the 
Pakistan Government. 
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ONE ISSUE: 13 PARTIES 


` By Husain Haqqani in Muzaffarabad, Azad Kashmir 


Kashmir to distract attention from 
domestic problems in Indian Punjab. 

"Neither Kashmir nor Punjab be- 
came an issue during Bhandari's visit, " 
an Indian diplomat told the REVIEW. 
"Both governments decided to build 
mutual confidence and to continue the 
dialogue despite snags. In the past, we 
moved too fast on specifics and the ab- 
sence of general goodwill mean that 
the slightest problem caused a total 
breakdown [of the talks]. This time we 
will proceed from confidence-building 
to thornier issues.” 

Indian Prime Minister Rajiv Gan- 
dhi's policy of mending fences with 
neighbours and Pakistan's decision to 
put Sikh hijackers detained in the 
country on trial seem to have set the 
stage for the renewed dialogue. 

But the official expressions of good- 
will notwithstanding, mutual suspi- 
cion between the two countries per- 


When martial law was imposed in 
Pakistan in July 1977, the Azad 
Kashmir legislature was suspended 
and an appointed president has run 
the administration since. Political 
parties have remained legal, how- 
ever, and fundamental rights were 
not suspended nor martial law im- 
posed. The forthcoming elections will 
be the first in Azad Kashmir since the 
1975 polls, held among allegations of 
rigging in favour of the Azad 
Kashmir People's Party (AKPP) — an 
offshoot of late prime minister Zul- 
fikar Ali Bhutto's Pakistan People's 
Party (PPP). 

The AKPP is boycotting these elec- 
tions and has refused to register 
under an amended Political Parties 
Act. Its supporters are likely to back 
the Azad Kashmir National Alliance 
(AKNA), comprising five Kashmiri 
parties, formed to counter the in- 
fluential All Jammu and Kashmir 
Muslim Conference (AJKMC) led by 
Sardar Abdul Qayyum, the first 
elected president of Azad Kashmir. 

The AJKMC held power in Azad 
Kashmir from 1948 to 1959. It was the 
Kashmiri ally of Muhammad Ali Jin- 
nah's Muslim League and demanded 
Kashmir's accession to Pakistan be- 
fore partition. It still claims to speak 
for all Kashmiris, takes credit for the 
1948 struggle which secured Azad 


sists. A major arena for suspicion is the 
disputed state of Jammu and Kashmir, 
over which India and Pakistan have 
fought two wars since independence. 

The ceasefire line in Kashmir, deter- 
mined in 1948 and slightly altered in 
1965 and 1971, has been described as 
the line of actual control in the 1972 
Simla Agreement, and India has hinted 
several times at wanting to formalise 
the partition of the predominantly 
Muslim territory. 

While Pakistan, too, is not in a posi- 
tion to change the status quo in 
Kashmir by force, it cannot give up its 
legal claims for reasons both of ideol- 
ogy and practical politics. No govern- 
ment in Pakistan can afford to be seen 
as deserting the Muslims of Indian-ad- 
ministered Kashmir and a strong lobby 
of Kashmiris, including refugees from 
the other side of the control line, con- 

























































Kashmir for Pakistan and insists on 
autonomy for the Pakistani-adminis- 
tered area to create a base for the 
"liberation" of Indian-administered 
Kashmir. When a presidential elec- 
tion was held in 1970, after several 
years of Pakistan-appointed presi- 
dents, Qayyum won against K. H. 
Khurshid, a friend of Indian 
Kashmiri leader Sheikh Abdullah 
and a former supporter of an inde- 
pendent Kashmir whose Kashmir 
Liberation League is now part of the 
АКМА. 


Islamic fundamentalist position їп 
domestic matters and its independent 
stance annoyed Bhutto, who dismiss- 
ed his government and formed a 
branch of the PPP in Azad Kashmir, 
bringing Pakistani political parties 
into the state directly for the first 
time. Qayyum joined the opposi- 
tion Pakistan National Alliance in 
1977 and supported the anti-Bhutto 


Qu: government adopted an 
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ical basis” and a deal on formalising 
the existing division would be, in the 
words of an Indian journalist “a con- 
cession for better relations.” 

Last year, several border clashes 
were reported from the control line. 
The worst took place over the Siachin 
glacier, in the northeast of Azad (Free) 
Kashmir, as the Pakistani-adminis- 
tered area is known, The glacier lies in 
an area where the frontier was left un- 
demarcated, partly because the region 
is snow-bound for most of the year. 

The original ceasefire agreement 
stipulated only that the ceasefire line 
would run north beyond the last de- 
marcated point — interpreted by the 
Indians to mean north in a straight line 
on the map. Pakistan, however, under- 








THE STATE 
OF DISPUTE 


























agitation which led to martial law. 

His party initially supported the 
opposition Movement for Restoration 
of Democracy but pulled out after ac- 
cusing it of terrorist methods and has 
since been close to the regime of Pre- 
sident Zia-ul Haq. 

Parties opposed to the Muslim Con- 
ference accuse the Azad Kashmir pre- 
sident, retired major-general Abdul 
Rahman, of favouring the AJKMC. 

Two days after announcing the 
election date, the government 
amended state laws to provide for the 
elimination of any party which fails 


to secure 12% of the total vote as well | 


as 5% of the vote in each district. Of 

the 13 Kashmiri parties, only the 
AJKMC is likely to be able to meet the 
qualification with ease. 

The components of the AKNA are 
registered as separate parties, and 
while their combined strength would 
have secured them several seats, they 
will have difficulty meeting the mini- 

n uirement individua 





Pakistan groups. “Some of us may 


permanent partition or Indian occu- 






no h in the same ger al eti 

the rest of the marked interim border. 
And, until last year, Pakistani troops 
held regular exercises in Siachin when 
the area was accessible during the 
summer. 


Ls year, an Indian Army contin- 
gent also appeared over the glacier, 
leading to a clash and both sides dug in 
for the winter for the first time. Pakis- 
tani officials say there is no reason to 
accept the Indian interpretation of the 
original ceasefire arrangements be- 
cause for three decades the Indian 
Army did not lay claim to Siachin. 
Indian sensitivity on the subject is 
attributable to New Delhi's apprehen- 
sions over Sino-Pakistani military col- 
laboration: Siachin.is close to the 


BALTISTAN 


The alliance is now demanding regis- 
tration as a single group so that it 
does not lose on technical grounds. 

The government's preference for 
the AJKMC is basically because it is 
dedicated solely to the reunification 
of Kashmir and its integration with 
Pakistan, above all other issues. 
Muhammad Hayat, leader of the 
AKNA and a former president, main- 
tains there is no dispute over the 
eventual integration of Kashmir with 
Pakistan, but representative institu- 
tions are needed to justify a separate 
quasi-constitution. 

None of the Azad Kashmiri leaders 
are prepared even to consider for- 
malising the partition and most claim 
to have cross-border links with pro- 


want an independent Kashmir, while 
others want an autonomous union 
with Pakistan, but nobody wants 


1 


pation," one Kashmiri politician told 
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SHMIR control line through Pakis- | 
e Srinagar tan. Their observerroleinthe 























military action. i 
“Fighting over Siachin was clearly 
motivated by political rather than ter: 
ritorial considerations," observed à 
Western diplomat in Islamabad. “Tt 
flared up when Indo-Pakistani rela- 
tions were at a low ebb and now t 
relations are on an upward swi 
there is no fighting." Pakistani offi 
cials say local commanders are holding” 
discussions to resolve the dispute and 
they do not expect fighting this sum- 
mer when mobility in the area in- _ 
creases. ^ 
Officials of the United Nations Mili- 
tary Observer Group in India and. 
Pakistan (UNMOGIP) told the REVIEW 
that minor clashes along the Kashmir 
border were fairly frequent until 
November and clashes were reported | 
as recently as February. But — 
there have been no reports of 
military action along the 
control line recently, and. 
India, which was said to have ^ 
bolstered its troop strength. 
in Kashmir to almost two- _ 
fold last year, has brought it 
down to normal levels, 
Pakistan, too, has pulled Р 
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Indian-administered terri 
tory is restricted to Srinagar 
or parts of the border where 
the Indian Army can escort _ 
them. Pakistan accepts the - 
UN presence mainly becaus 
it'confirms the disputed na- 
ture of Kashmir, while India _ 
maintains the state is an in- 
tegral part of the Indian - 
union and refuses to ac- 
knowledge the need for international 
mediation. According to Pakistani offi- 
cials, UNMOGIP serves as a reminder | 
of early UN'resolutions calling for а 
plebiscite in Kashmir. À 
India claims all territory ruled by the 
Maharaja of Kashmir on grounds of his - 
accession to India at the end of British 
paramountcy’ over Indian princely — 
states. М 


[s 


P akistan, on the other hand, consid- _ 
ers the northern areas of Baltistan, 
| Hunza and Gilgit as being separate 
from the state of Jammu and Kashmir, 
which it considers disputed territory, | 
the status of! which should be deter- _ 
mined through a UN-sponsored _ 
plebiscite. Owing to Kashmir's Muslim 
majority, a pto-Pakistan vote is consi- _ 
dered inevitable by Islamabad. D 
Pakistan réjects the accession to _ 
India by the Hindu Maharaja of- 
Kashmir, whose forefathers acquired 
the state by purchasing it from the - 
Sikh rulers of Punjab, saying it does 
not take into. account the wishes of 
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fuslim princes x these non-Muslim 
s had acceded to Pakistan after 
artition though they are in India and 
rere never ruled from Karachi or Is- 




















































elections in Pakistani-ad- 
nistered Azad Kashmir scheduled 
15. May, Azad Kashmiri political 
ies have launched their campaigns 
taunchly | anti-Indian platforms. 
Опе of the issues in the election is 
he re-opening of cross-border travel 
lities for Kashmiris which existed 
ihe early post-independence period 
have completely disappeared since 
1965 Indo-Pakistan war. 
. Pakistani official said: 
y to have a flexible arrangement on 
Kashmir border in the 1950s, more 
less similar to the flow on the Is- 
-Jordan border, without a change 


“Tt was 


ndian stand has considerably; hard- 
d now and we can’t accept their 
o issue visas for Azad Kashmiris 
visit [Indian-administered Kash- 
ir] because that would be acknow- 
edging their sovereignty." 


Pakistan Government has di- 


hmiri election campaign careful- 
hile demands for “liberation” of 
mir are not incompatible with the 
istan Government position, offi- 
emphasise that use of force for 
rpose is not part of, Pakistani 
y. Kashmiri politicians are not so 


talk of compulsory military train- 
‘for Pakistani Kashmiris. 

resident Zia-ul Haq: and Prime 
r Muhammad Khan Junejo 
ve referred to the peaceful resolu- 
on of the Kashmir problem as a major 
liey objective in recent speeches. 
oreign Ministry officials deny that 
akistan's raising of the Kashmir issue 
ontradicts its desire to establish 
ndly relations ^ with India. 
ashmir is the only outstanding dis- 
ute between the two countries," one 
ficial said. “We are іп no hurry to 
ise it but it will have to be solved 
me day. For the moment, we are cori- 
t with tackling other problems and 
eveloping bilateral relations to a 
"where Kashmir can be discussed 
concrete basis." : 

Although Bhandari did not discuss 
ashmir during his recent visit, he al- 
ided to it at his pre-departure press 
conference. Asked if the Pakistani pro- 
posal for a no-war pact had been 
< shelved, he said: "No, it has not been 
shelved. In fact, nothing has been 
shelved,” hinting that the two coun- 
‘tries were willing to discuss all prob- 
lems and disputes including 
Таван. 





the legal or political positions. The | 


ted the official media to tackle. 


ded in their rhetoric and some. | 








any observers of the Subcontinent 

had hoped that the emergence of 
Rajiv Gandhi as India’s prime minister 
might result in some moderation of 
New Delhi's pro-Soviet line, which 
was so much in evidence during his late 
mother's rule, but it seems that this is 
not to occur. It appears, indeed; that 
India could be placing even more re- 
liance on the Soviet Union, with which 
Gandhi sees ‘a strong relationship,” 
and that India's anti-American post- 
ure — adopted and fostered in a more- 


in-sorrow-than-in-anger style — has | 


the prime minister's blessing. 

Before the election last year which 
confirmed Gandhi in power, the prime 
minister charged that “all the powers 
in the world have tried to destabilise 
India" and attempted to place the 
blame for his mother's assassination 
on those engaged in a "conspiracy "to 
break up the nation. Although these 
intemperate statements were made ata 
time of great emotion for Gandhi — 
and there may also have been an ele- 


ment of electioneering in his delivery 1 


~~ it is obvious that he professes belief 


in a threat to India from outside rather | 


than from within. 


India continues to claim that Pakis- . 
tan presents the main threat to Indian. 


security, and that therefore the United 
States, with its close ties to Pakistan, is 
involved in anti-Indian activities. This 
reasoning is specious because of 
India's flat refusal to acknowledge 
that the. Soviet’ destruction of Af- 
ghanistan in turn presents a threat to 
Pakistan. It is apparently acceptable 
for India to indulge in a mammoth pro- 
gramme of arms acquisitions, but 
totally wrong for Pakistan to replace 
its equipment while faced with a 
malevolent superpower at its very 
doorstep. 

Indian Defence Minister P. V. 
Narasimha Rao said in a speech in 
March that the security of his country 
is threatened by Pakistan's "military 
posture," China's "dilly-dallying" on 
its border dispute with India and 
Bangladesh' s “non-cooperative at- 
titude" in regard to India's unilateral 
construction of a border fence between 
the countries. It may be edifying to 
examine each of these statements — 
made, after all, by a senior government 
minister and therefore a reflection of 
official policy — to determine the de- 
gree of threat that might be implicit in 
the actions and stances of India's 
neighbours, 

First, Pakistan. There has to be a de- 
gree of paranoia inherent in a nation 
which considers itself threatened by à 
country whose population is only 
about 12% of its own: Even if Pakistan 


India’ S 'conspiracy' 








were so ill-advised as to attack India, 
could any military analyst conceive a 
Pakistani victory? Rao and his advisers 
are well aware of the quantity of 
weapons that Pakistan is receiving 
from the US. Even if this quantity were 
quadrupled, Pakistani forces would 
not even achieve parity. with those of 
India. 

The Indian theme, harped on by its 
defence minister, revolves around the 
Pakistani Air Force’s partial re-equip- 
ment with 40 F16 fighter aircraft to be 
armed, as has been angiounced more 





Brian Cloughley, an Australian. army yöt- 
ficer, has spent some time in the Sub- 
continent with the United Nations Mili 
tary Mission. 


recently, with modern air-to-air mis- 
siles. There is no doubt that the Fl6isa 
most potent weapons platform, which 
can, be used with equal facility in at- 
tack as well as in defence. But a mere 
40 of these aircraft, with a combat 
radius of only 575 miles, could not pos- 
sibly ensure saturation of India's com- 
prehensive air-defence network. 

The Indian-Air Force possesses a mix 
of fighter and attack aircraft which is 
capable of providing national defence 
while concurrently being ableto strike 
targets far from India's borders — and 
this exists at present even without ac- 
quisition by India of the MiG29s that 
have been ordered: from the Soviet 
Union. 

Rao went on to say in his speech that 
Pakistan has no need to acquire 
"sophisticated sea missiles" because it 
has no sea border with Afghanistan. 
This must rank às one of the most 
ingenuous statements by a defence 
minister in recent times. 


T: Indian Navy has undertaken a 
mammoth -expansion programme 
over the past five years. This has in- 
cluded purchase of Sea Harrier fight- 
er-attack aircraft and Sea King heli- 
copters from Britain =— the latter being 
armed with Sea Eagle anti-ship mis- 
Siles — cruisers and destroyers from 
the Soviet Union and West German- 
designed attack submarines, two of 
which are being built in India. India's 
present holding of eight Soviet Foxtrot 
class submarines is about to be replaced 
by more modern: Soviet models, апа 
more destroyers are on order from the 
same source — in addition to Indian 
construction of Godavari class frigates. 
By the end of 1986, india will have 
some 40 major 8t shi | 

















as well as a dozen modern submarines 
апа an impressive array of missile- 


armed fast-attack craft. Moreover, 
there are plans to expand the force of 
landing craft which will give India, 
with its carrier battle group, the abi- 
lity to deploy military units through- 
out the region with impunity. 

While Pakistan does not have a sea 
border with Afghanistan, there is little 
wonder that the Pakistani Navy — a 
small force of eight elderly destroyers 
and six submarines — is at least at- 
tempting to modernise its fleet. For 
India to claim that this updating could 
possibly present the powerful Indian 
Navy with a threat is ludicrous. 

The strength of Pakistan's armed 
forces totals rather less than half that 
of India. In terms of combat readiness 
both countries are at the same pitch, 
but it must be obvious to even the 
meanest intelligence that for Pakistan 
to attempt a military conclusion with 
its massive neighbour. would be to 
court national suicide. Whether or not 
India likes to recognise the fact, there 
are at least 120,000 Soviet troops, 
armed to the teeth, within two days' 


march of Islamabad. There have been | 


serious violations of Pakistan's terri- 
tory by aircraft based in Afghanistan, 
and the Soviet Union has warned that 
its patience is being exhausted by 
mujahideen forays into Afghanistan 
from camps in Pakistan. 

It is a curious example of double 
standards that India should choose to 
ignore the bullying menace of the 
Soviet Unión in Asia while making it 
clear that the country being directly 
threatened should not take any steps in 
self-defence. India is, after all, the 
leader of the non-aligned movement — 
but perhaps there are degrees of non- 
alignment. 

Rao's statements on China are 
understandable in purely chauvinistic 
terms. New Delhi's stance on its ter- 
ritorial dispute with Peking has been 
uncompromising, and the defence 
minister's predecessor, S. B. Chavan, 
Stated in September 1984 that “Aksai 
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Chin has always been a part of Jammu 
and Kashmir [state], and there is no 
possibility of our making any conces- 
sions on that count during border 
talks." How Rao could equate this with 
alleged Chinese “dilly-dallying” is ab- 
surd, but what is even more preposter- 
ous is his claim that the Chinese posi- 
tion poses a threat to India's security. 
India's fear of China, while genuine 
enough, is only peripherally linked 
with the border issue. What India is 
concerned about is the possibility of 
China becoming involved in an Indo- 
Pakistani conflict — and such ap- 
prehension may well be justified. But 
so long:as India does not begin a war 


with Pakistan, it has nothing to fear | 


€ Whatever might be claimed 
about India's unfortunate 
connections with Moscow ... it 
is absurd to advance the notion 
that India is surrounded by 
enemies seeking its 
destruction.9 


from China, which. has quite enough 
domestic and international problems 
with which to cope without seeking 
motiveless confrontation over a few 
hundred square miles of mountains on 
their mutual border. 

China is capable of holding on to the 
territory it occupies in Aksai Chin and 
elsewhere along the border, and there 
is little doubt that Peking will continue 
to do so. But such a presence is a threat 


only in its effects on Indian national | 
pride. But national pride, combined | 


with the will and wherewithal to dis- 
play it, is a prime determinant of con- 
flict, and India may well be giving 
China a signal that some concessions 
on the part of China are being sought in 
their dispute. 


ao has claimed that the attitude of 

Bangladesh over the Farakka Bar- 
rage issue has been responsible for lack 
of a solution to the dispute and that 
India had reluctantly taken action to 
seal the border because of the influx of 
Bangladeshi refugees. While there is 
little doubt that the Farakka affair 
could have been resolved before now, it 
is hardly a casus belli and does not pre- 
sent any sort of threat to India's secu- 
rity. 

India decided unilaterally in August 
1984 to begin construction of a physi- 
cal barrier between its territory and 
that of Bangladesh, and there is no- 
thing in international law to prevent 
any state from taking such action. The 
motive for building the fence is ra- 
tional in that India cannot afford such 
numbers of poverty-stricken refugees 
to affect its economy and sought a 











means of preventing them from enter- 
ing Indian territory. But for India's de- 
fence minister to claim that his coun- 
try's security is threatened by an at- 
titude of non-cooperation in the mat- 
ter on the part of Bangladesh is no- 
thing short of humbug. India's self-im- 
posed position at the peak of the moral 
high ground is no longer tenable, and 
government ministers would do well to 
avoid attempts at justifications of ac- 
tions that smack of intolerance and 
coercion 

Rao managed in his speech to involve 
Sri Lanka, Israel, the US and Britainin 
his roundup of bogeymen who were 
"causing concern" to India. Not a bad 
effort, but can he seriously believe that 
these countries pose a threat to India? 
Or that they wish to see democratic 
India lapse into confusion and chaos? 
Whatever might be claimed about 
India's unfortunate connections with 
Moscow — which escaped adverse 
comment in his presentation itisab- 
surd to advance the notion that India is 
surrounded by enemies seeking its de- 
struction. 

India should realise that there is a 
fund — in abundance of interna- 
tional goodwill directed towards New 
Delhi. There is admiration for 
technological expertise and growth. 
There is sympathy for India's attempts 
to solve problems of health, poverty 
and over-population. There is respect 
and esteem for the new prime minister 
as a person and approval of his reform- 
ing zeal and his desire to eradicate cor- 
ruption and political chicanery. 50 
why must India keep looking in dark 
corners for evil goblins? 

It may be ‘politically inconvenient 
for India to acknowledge that Pakistan 
is truly apprehensive about the Soviet 
Union’s brutal conduct in Afghanis- 
tan, and its antipathy to Pakistan's 


| military modernisation is explicable in 


purely historical terms. But how much 
more evidence does India require of 
Soviet oppression and intimidation for 
it to admit — even tacitly that US 
aid to Pakistan is not directed against 
India? It should be remembered that 
the US House of Representatives’ sub- 
committee on South Asia was told re- 
cently by Assistant Secretary of De- 
fence for Near East and South Asian 
Affairs Сеп. Kenneth D. Burns that 
“we think that. we can play a reliable, 
mutually advantageous role in aiding 
India to modernise its forces." This is 
hardly a throwaway line in such a 
forum. 

Rao and other Indian leaders should 
be more positive in their approach to 
India's security. While in this age no 
country can be assured of regional sta- 
bility, there is no reason for such a 
powerful nation as India to indulge in 
ingenuous self-persuasion concerning 
“enemies” who seek its downfall п 


эк 













INDIA 





= we 


Black-money market 


Prime Minister Rajiv Gandhi seeks to control corruption of officials 
and politicians, but critics say his efforts will be to no avail 


By Mohan Ram in New Delhi 


rue to his “Mr Clean” image, Prime 

Minister Rajiv Gandhi has taken 
yet another decision he hopes will help 
launder India's murky political sys- 
tem. Having successfully initiated 
legislation in January to prevent the 
switching of party allegiances for fi- 
nancial or patronage reasons, his gov- 
ernment has now decided to legalise 


company donations to political par- | 


ties. Such donations had been driven 
underground by a ban in 1969, but in 
the process the nexus between money 
and politics was reinforced. The ban is 
being revoked, according to Finance 
Minister Vishwanath Pratap Singh, to 
enable the corporate sector to play its 
“legitimate” role in politics “within 
defined limits.” 

But India’s milieu of political cor- 
ruption has compounded the impetus 
for the generation of “black money,” 
with consequences that go far beyond 
company donations to political par- 
ties. The dependence of political par- 
ties on big business originates in the 
country’s electoral system: money is 
needed to put up candidates and to 
grease the party machinery. The law 
sets a limit on a candidate's spending: 
from an absurdly low ceiling of Rs 
40,000 (US$3,250) it was raised a few 
years ago to Rs 135,000. An average- 
sized constituency has some 700,000 
voters and the permitted spending is 
not enough even to send a postcard to 
every voter. 

However, there is no limit to how 
much a party may spend at election 
time, in addition to what individual 
candidates are allowed. And party 
funds are not open to audit. A party in 
power, therefore, has an enormous ad- 
vantage. It can raise funds from busi- 
ness interests legally or illegally, 
openly or surreptitiously — using its 
powers of patronage. 

In relatively backward rural areas, 
powerful individuals control the votes 
of caste or interest groups; these are 
known as vote banks. Those who con- 
trol vote banks can ensure bloc support 
for one party or another in return for 
money, some of which might go to the 
voters. Or the ruling party can directly 
offer material inducements to voters in 
the form of cash or gifts. With the 
shrinkage of the Congress party's elec- 
toral base since the 1960s, its spending 
on elections has grown. 

At the moment it is trying to refute 
the charge of the Bharatiya Janata 
Party that it spent around Rs 5 billion 
at each of two successive elections — in 
December 1984 to parliament and in 








February 1985 to 11 state legislatures. 
Independent estimates place the 
spending at Rs 2 billion for each of 
these elections. It is obvious that this 
money could not have been raised in 
the form of small contributions from 
the public, considering that 51% of 
India's population is living below the 
poverty line. 

Alongside huge election spending, 
corruption has been injected into the 
system on a large scale. Where every- 


| thing is scarce, a complex thicket of 
regulations, controls, licences and per- | 


mits breeds both bureaucratic and po- 
litical corruption. Officials who in the 
days of British colonial rule used to be 


Singh: corporate legitimacy. 


paid only bribe money now expect cuts | in black money, outside the permitted 









that decisions are taken quickly in 
their favour. 

To the politician, money is both the 
input and output of politics. He is in 
politics mainly to make money, so he 
has to make some direct investment in 


| polities —in addition to what the party 








on major deals involving state spend- | 


ing or in the allocation of scarce re- 


sources or licences for profitable im- | 


ports, exports, distribution or produc- 
tion. The cosy relationship between 
business interests and top bureaucrats 
is only one aspect of corruption. But a 
bureaucrat has to carry his minister 
along with him on a crucial or contro- 
versial decision. So the cut sometimes 
has to be shared. 


pocos in power are in the habit 
of looking to business houses as the 
principal sources of personal wealth in 
return for favours. But the politician 
needs the help and connivance of the 
bureaucrat so that he has someone to 
provide an alibi for any irregularity 
and defend it in the event of a con- 
troversy later. The business houses for 
their part find it useful to carry the 
bureaucrat and the politician along so 





spends on him in elections — to get 
more money out of the system. 

Those who fund the political elite 
out of "black" earnings have to make 
some black money for themselves, too. 
So out of necessity, the politicians have 
to wink at black-money operations. 
The 1969 ban gave the companies an 
added alibi for black-money genera- 
tion. All company funding of politics 
and politicians became under-the- 
table in nature. 

The removal of the ban is not expect- 
ed to make much difference. Com- 
panies already have vast accumula- 
tions of black money and are likely to 
use it to influence decision-making. In 
any case, individual politicians can be 
paid only in black money, and there 
will be a limit on open donations to 
parties because they will have to come 
out of what the 
company puts for- 
ward as post-tax 
profits, which may 
be understated. 

It has been 
suggested that a 
limit on open dona- 
tions and a limit on 
what a party may 
receive might re- 
duce the influence 
of money on deci- 
sion-making. But 
this, in effect, might 
strengthen the role 
of money power in 
politics. What is 
shown on the books 
may not reflect the 
real generosity of a 
company towards a 
party. Payments 
might still be made 


limits. 

Gandhi has not only promised a 
clean public life but also the eradica- 
tion of the black-money evil. An oppo- 
sition politician has described him sar- 
castically as India's “new political de- 
tergent." All his mother, the late prime 
minister Indira Gandhi, could do 
about black money was to ask the 
National Institute of Public Finance, a 
research organisation, to make an as- 
sessment of the extent of black 
money's role in India's economy. Its re- 
port is now being prepared. Gandhi 
has indicated a three-pronged drive 
against black money — attack оп its 
sources, a scheme to enable its conver- 
sion into “white” money for sinvest- 
ment in priority sectors of the economy 
and deterrent punishments for tax 
evaders. A clean public life depends 
largely on the outcome of this drive, yet 
to be launched. п 
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WHY THE OWNER 
OF A PATEK PHILIPPE HAS MORE 
THAN JUST MONEY’S WORTH. 




















The Golden Ellipse. 


It takes nine months to E complete the Golden Ellipse 

shown here. Sometimes J у суеп several years fora complicat 

ed Patek Philippe model. ^ 4 
Every element is microscop- ically hand-finished to a tolerance 
which represents a fraction of м the thickness of a human hair. Every 
wheel, gear, pinion and cog is ` | polished by hand until it is vir 
tually frictionless. < 
Just as most Patek Philippes are handed down from 
one generation to the next, so are the tools that Patek Philippe 
watchmakers use to perfect them - heirlooms that have become 
as precious as they are in- 


After 600 hours of 





as human hands and minds can achieve, 
“зо delicately that it takes less than a cupful of oil 
for an entire year’s pro- | 

Everything about а / sold Patek Philippe that can be gold, is gold ~ 18 ct. 
gold — right down to the dial, the winding crown, the strap buckle, and 
the spring bars that ? hold the strap to the watch. In automatic Patek 


Philippes, even the winding rotors are of solid gold, since the additional 





weight increases the winding efficiency. 

But the real cost is in the time, patience, tradition and absolute dedication 
to flawlessness that makes it a Patek Philippe. 

Like any other work of art by an acknowledged master, a Patek Philippe 
appreciates in value because the scarcity of such quality is growing at a dis- 


YAR 


heartening rate. 


Thus, if you are aiming for perfection you need patience. Perseverance 
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PATEK 
PHILIPPE 







too. And perhaps a streak of the stubbornness required to achieve the best 
things in life. But isn't it this that relates Patek Philippe watches to their 
owners? 

Which makes one think ... why not invest in a Patek Philippe? 


Patek Philippe SA. 41 rue du Rhone, СН-1211 Geneva 3 FOR MASTERS OF THEIR TIME. 
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To realise a vision _ 
to un derstand reality. 









` Today, your international bank needs the spirit of 


` imagination. This will be the foundation of tomorrows 


SUCCESS. | oe 

Imaginative thinking can trace, in the seemingly 
unimportant details of a financial problem, new ap- 
proaches to the financial needs of the day. 

Deutsche Bank adds this spirit to your financial pro- 
jects: by the combined experience of our staff, our 
expertise in every field of international financing, and our 
presence in 56 countries around the world. Plus the 
strength of total assets of more than US $ 83 billion 
ranking us among the world’s largest banks. Our part- 
ner European Asian Bank offers additional services 
in 14 Asia-Pacific countries. 

Put us to the test. 





Deutsche Bank LZ] 


m “Central Office: Frankfurt am Main/Düsseldorf. Foreign branches: Antwerp, Asunción, Barcelona, Brussels, Buenos Aires, Hong Kong. London, Made 
=. "Osaka, Paris, São Paulo, Tokyo: Representative Offices: Beijing, Bogotá, Cairo, Caracas, Chicago, Istanbul. Johannesburg, Lagos. Los Angeles. Manan 


Nagoya, Rio de Janeiro, Santiago de Chile, Sydney, Tehran, Tokyo; Toronto: Subsidiaries: Deerfield/IL, Geneva, London, Luxembourg. New York? 
Zürich European Asian Bank in: Bangkok, Bombay, Colombo, Hong Kong, Jakarta, Karachi, Kuala Lumpur. Lahore, Macau, Manila, Melbourne, Fuse 


t S Sydney. Taipei, Tokyo. 








2 chair instead of a Tourist Class seat. 
First Class? No, Economy. In our 747s, there are only 8 seats 
It’s simple. Book yourself on SAS First abreast. In our DC-10s, just 7. 
Business Class. You get 38 inches of legroom instead of 
We seat you in a spacious, restful cabin 34 inches. 
instead of behind a curtain. You dine on china instead of plastic. 
You can relax in a next-to-First Class You drink from a real glass instead of a 








plastic cup. Tokyo and three non-stops from Singa- 
You're provided with electronic head- pore/Bangkok. And friendly Copenhagen 
phones instead of those old acoustic ones. Airport gives you excellent connections to 
You get everything except a surcharge. all of Europe. 
The fare is normal economy. No more. 


Try us next time you fly to Europe. //7 7/5428 
We offer you four weekly connections from EZ / ý 


The Businessmans Airline 








THE HOTEL IN SEOUL 
THAT EXCEEDS THE 
EXPECTATIONS OF THE 

BUSINESS TRAVELLER 


Seoul Hilton International is virtually an 
extension of your office. With the best 
equipped executive business centre in 
Seoul, manned by a multi-lingual staff. 
A new conference centre for up to 3400 
people which offers simultaneous 
translation in 8 languages. And our 
restaurants and recreational facilities are 
very relaxing too. 


The Seoul Hilton 

International offers 

you in addition: 

* International Direct 
Dialing 

* Non-smoking floors 

* Indoor swimming 
pool 


For reservations, call 
your travel agent, any 
Hilton International 
botel or Hilton 
Reservation Service. 


SEOUL HILTON INTERNATIONAL 


WHERE THE WORLD IS AT HOME™ 
































DID YOUR 

COMPANY 

MAKE THE 
‘REVIEW 600’? 


One of the best ways to mea- 
sure the dynamic quality of a 
publication is to examine the 
quantity and quality of the ad- 
vertising pages it carries. Last 
year, when many publications 
were struggling to maintain 
advertising volume, the Re- 
view carried more advertising 
than at any time in its 39-year 
history 


More than 600 companies 
from every corner of the globe 
selected the Far Eastern Eco- 
nomic Review to promote their 
message representing every 
major category of industry in- 
cluding banking & finance, 
travel, high technology, con- 
struction & engineering, li- 
quor, office equipment, luxury 
products and many, many 
more. 


As the world’s premier publi- 
cation on Asian affairs, the 
Review delivers top decision 
makers in business, industry, 
government and the profes- 
sions more cost effectively 
than any other publication in 
Asia. 


To reach the elite, join the elite 
by advertising in the Far East- 
ern Economic Review and join 
the Review 600. 


For a composite of every ad- 
vertisement carried write, on 
your company letterhead, to: 


Ms. Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review Ltd. 
GPO Box 160, Hong Kong 





FOR THE A320, THEY DON'T 
COME TOUGHER THAN THIS. 


To power its all-new 150-passenger 
i+ ss A320 aircraft, Airbus Industrie went 
Y SNE after a high bypass turbofan engine 

v bred to be tough. An advancéd.tech- 
E nology engine with reliability, 
low fuel consumption, 
quiet operation, low 
operating cost, and high 
performance firmly in its 
grip. Airbus captured all this p? 
апа more in the CFM56. It's 
anew breed. From the CFM56 A. 
family proven in over seven 
million flight hours. And loaded 
with improvements, including a 
Full Authority Digital Electronic 
Control, and breakthrough, cost- 
effective technology from the 
GE/NASA E’ engine program. 
The CFM56. Giving the A320. - 
all the muscle it.needs$: 
cfm О internatiorial ^ 2362 
A JOT COMPANY OF SNECMA, FRANCE AND.GEWERAL s COMP Any y # ЖЕ; 








If you had a fleet of Rolls-Royces, 
wouldn’t you keep them in good shape? 


As the only major airline with an all Rolls-Royce powered fleet, we're understandably fussy about 
the way they're maintained. 

The care and attention to detail we lavish on our fleet, has made Cathay Pacific one of the most 
reliable and dependable airlines in the world, with a performance record 


. 
which is the envy of our competitors. 
So, when we pick you up at the airport in one e ME Zz 
of our Rolls-Royces, you can be sure WE, 


when you arrive, it will be in better shape. 


CATHAY PACIFIC“ 


The Swire Group H AEN 













@ THIS week’s cover features what I 
hope you will agree is a charming 
conceit by REVIEW. art director Mor- 
gan Chua of the Japanese currency, 
the yen, flowing back to Tokyo in re- 
sponse to a burgeoriing offshore yen 
mar ket t (for m 





1: complain 
er-valued as 









over-valu 
this can 





overlord/shogun оѓ the 
country. The goes that his ad- 
visers told him it would be necessary 
to fix an exchang 


) y 
the word yen mean?" McArthur re- 
‚ portedly asked. "It's the same as the 
Chinese character for yuan," he was 
told, "meaning a round coin or a cir- 
cle" McArthur did not hesitate. 
"There are 360 degrees in a circle," he 
said. "Let that be the number of yen 
to the dollar!" — a rate which held 
for over two decades. Thus, with a 
typical decisive stroke of the brush, 
he laid yet another brick in the foun- 
dation of Japan's economic success. 

I can find no historical evidence for 
the story, which must remain apo- 
cryphal — unless some kind reader 

сап confirm it. 
© MY experience as a journalist in 
Asia has taught me that one should be 
chary of making personal comments. 
This does not mean that one must bite 
one’s tongue — or muffle one’s type- 





writer. Simply, it is far more accept- . 


able to report that the leadership of. 
country X is causing perturbation 
among bankers and investors than to 
say that the antics of Prime Minister 
Y or President Z are causing alarm 
and déspondency. Contrariwise, of 
course, when things are going well, 
full personal credit is highly ap- 
preciated. 

Despite this, I feel constrained to 
remark that the public performances 
of? the General Secretary of the 
Chinese Communist Par iy (CCP), Hu 
Yaobang, are singularly unimpres- 
sive to this observer. It is not a matter 
of his personal stature: strongman 
Deng Xiaoping, another chain- 
smoker of foreign cigarettes, is much 
of the same height, but he exudes 
“charisma, confidence, common sense 
and, very often, more than a twinkle 
of humour. Hu on the other hand ap- 
pears to posture, sometimes almost 
clown-like. During Hu's late 1983 
visit to Japan he reportedly embar- 
.,rassed his colleagues back home by 
bowing exaggeratedly: t to Japanese 





defeated | 





Prime Minister Yasuhiro Nakasone, 
with his arms stuck out behind him 
almost as if the extinct band of Red 
Guards. were jet-planing him — ап 
attitude all the more unfortunate be- 
cause Nakasone is relatively tall and 
made his bows with some reserve. 
@ HU has failed to impress during 
recent briefings of foreign jour- 
nalists. With Australians, he ap- 
peared hesitant on Sino-Soviet rela- 
tions and on theforthcoming visits by 
(non-nücleàr?) US naval véssels to 
Chinese ports. With a group from 
Hongkong and Macau, he rose from 
his chair, cigarette clenched between 
cocked knuckles, and said à great 
many things which left the TV viewer 
wondering with what authority he 
was speaking. As head of the CCP; he 
presumably spoke ex cathedra on the 
mass retirement of aged cadres and 
also about the intention of the party 
to recruit more members than the 
present 2,000 or so in Hongkong. 
This is precisely the sort of off-the- 
cuff remark that could cause fatal 
damage to Hongkong confidence. So 
far the optimists have assumed that 
the CCP apparatus in Hongkong 
would neither attempt to expand into 
a mass party nor contest elections 
(the loss of face caused by a massive 
electoral defeat would be consider- 
able). Of course, Hu had made it clear 
that he wasnót one of those named by 
Deng. to. speak with authority on 
Hongkong, and on the following day 
Xu Jiatun, director of the Xinhua 
newsagency in Hongkong, said care- 
fully that recruitment in Hongkong 
would be carried out according to 
party regulations and that there 
would: be no difference between the 
operation of the. party in Hongkong 
before and after 1997, 
* NOW the People's Daily has drag- 
ged out the text of a previously unre- 
ported speech Hu made to the party 
Central Committee's Secretariat 
three months ago, laying down a 
hard, no-nonsense line on China's 
press. Arguing that "There is no free- 
dom without responsibilities or 
rights without obligations” (a per- 
fectly tenable view) and that the *Es- 
sence and function of journalism and 
literature аге extremely different” 
(also a perfectly reasonable argu- 
ment), Hu went on to strain credulity 
by claiming that the press in China is 
more free than the media in capitalist 
countries on the grounds that most 
newspapérs and other media in the 
latter areprivately run and owned by 
the wealthy. Thus blithely ignoring 
all. those publications, including 
communist party rags, that are not so 
run and owned. Hu claimed that in 
China . “journalism should reflect 
what the party and government say 
and espouse the party line bos gov- 
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ernment policies" ar 
the party, the governmer E 
people are at one, there is io nee D y 
a dissenting voice and that t ) 
Chinese journalists аге “very got 
very glorious” for serving 
mouthpiece of the party and ti 
ernment -— which are, by 
indistinguishable from the people 

In China, therefore, the mass m 
are literally the mass media. 
course, when the party and the 
ernment go off the rails as they 
11 years during the Cultural R 
tion, that can be happily igno 
merely a “temporary phenom 
A marvellous piece of Orwelliz 
Stalinist casuistry. 

Some US and Japanese 
watchers believe'that Hu is a с 
ideologue among the pragmati: 
ing China today, and his cor 
the CCP could enable him to r 


























































sessing the stature ofa future 
* MEANWHILE, I wonder 
Australian and New Zealand ho 
are making of Hu during his curr: 
Antipodean trip? A little bird tells 
that someone plans that the visi 
should be given an honorary 
rate by a university, simply in orde 
that he can be addressed as Dr Who. 
€ TWO foreign students in C 
Adrian Faure and Scott Sle 
present at. Shandung Unive 
Jinan, picked up two amus 
during their travels throw 
country. The first is from à 


which is apparently so beautiful as 
induce amnesia: 
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Country, 

peaks, which are precipitous and 
| Моту are so. attracted by its grand suphi 
that they forget io go ae 














The second, most appropriately, is 
a label from а bottle of beer, the 
transliterated name of which implies 
that men such as Deng and Hu are 
possessed of iron self-control: 
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The government appears to be softening its prosecution 
of alleged communists rounded up in raids last year 


By John McBeth in Bangkok 


hai investigators have apparently 

changed their minds over the status 
of three of six'Communist Party of 
Thailand (CPT) suspects now on trial 
for offences under’ Thailand's 1952 
Anti-Communist Act and for activities 
in violation of internal-security laws. 
Of four detainees named initially, 
only former student activist Phirun 
Chartvanitkun is identified in court 
documents as a member of: the CPT's 
35-man central committee — a posi- 
tion he is said to have attained during 
the CPT's 4th party congress three 
years ago. 

There also appears to be doubt over 
whether the remaining five suspects 
are even card-carrying members of the 
party. Only Manote Methangkun and 
Prasong Arunsantirote, formerly de- 
scribed as central committeemen, are 


accused of being “wilful” members of | 


the CPT and a third defendant, San- 
guan Thipsing, is alleged to have 
served as a long-standing member of 
the communist Democratic Youth 
League of Thailand. The two others, 
Rangsan Sae Si and Sawat Anan- 
tapanyakun, are simply reported to 
have been wilful participants in com- 
munist activities — one as a 
supplymaster and the other as a medi- 
cal attendant. 

The six were among people 
rounded up in a series of raids across 


ONE MORE 
TIME FOR 
THE GENERAL 


onfirming the REVIEW'S disclosure 

(28: Mar.), it is now official that 
supreme commander and army com- 
mander Gen. Arthit Kamlang-ek will 
have his term extended for a year 
when the annual military reshuffle 
takes place in September. The exten- 
sion received formal cabinet acknow- 
ledgment on 16 April, a week after 
Prime Minister Prem Tinsulanond, 
acting in his capacity as defence 
minister, approved the move on the 
basis that it was necessary for Arthit 
to complete certain unfinished tasks 
in the armed forces. 

Such extensions of tenure can only 
be made for one year at a time, and it 
is now too early to predict whether 
the 59-year-old Arthit will be 
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Bangkok between 3 and 17 July last 
year. In the period since then, seven de- 
tainees have been ordered to undergo 
up to six months’ re-indoctrination 
and another eight have been released 
because the army judge advocate-gen- 
eral's office deemed there was insuffi- 
cient evidence to prosecute them. 
University lecturer Preecha Piem- 
phongsarn, perhaps the most contro- 
versial figure among those arrested, is 
on probation and has not been re- 
quired to attend re-indoctrination 
classes, 

So far there has been one court sit- 
ting since the six were arraigned, and 
sources close to the case indicate the 
trial may be much more protracted and 
low key than at first thought 
perhaps lasting more than a year. This, 
they say, is to avoid possible political 
repercussions as a result of opposition 
to the trial from human-rights ac- 
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granted a further 12 months next 
year. In a petition last August, Ist 
Army Region commander Lieut-Gen. 
Pichit Kullavanich and other senior 
officers called for the general's term 
to be extended for two years. Prem's 





tivists and, particularly, from several . 
women's organisations including, sur- * 
prisingly, a welfare association group- 
ing housewives of Thai Border Patrol 
police officers. 

It is also clear there has been some 
disagreement between the police Spe- 
cial Branch and the army over the 
handling of the whole affair. Some 


| senior police officers are unhappy over 


the release of the eight suspects on 25 
January. Prominent among them were 
Phirun's wife, Chonthira, and Saiyud 
Saphansit, both of whom were origi- 
nally identified as being either full or 
alternate members of the CPT central 
committee. Indeed, most of the group 
had been accused of being CPT cadres 
with the single exception of journalist 
Chatcharin Chaiwat, who was arrested 
on 11 July — eight days after the initial 
roundup. 


he leniency afforded many of the 22 
detainees appears to be linked to 
the controversy which erupted after the 
July roundup and. widespread reports 
of disagreements within the military 
over whether it was the proper course 
to take. According. to sources in the 
Thai intelligence community, the ini- 
tial recommendation to make the ar- 
rests was made by the Central Intelli- 
gence Department, attached to the 
Prime Minister's Office, 
with the backing of the Na- 
tional Security Council. 
The recommendation 
then. passed to the army's 
Internal Security Opera- 
tions Command where it 
was analysed and sub- 
sequently endorsed. From 
there it received the ap- 
proval of the Directorate of 
Intelligence, a body chair- 


rather. ambiguous reply 
then $vas that he would 
consider it, making it 
clear, that any decision 
would be made accord- 
ing to the correct legal 
process. 

It. seemed clear the 
prime minister was 
hedging his bets, and 
when Arthit delivered a 
stunning attack on a baht 
devaluation in Novem- 
her, 1984, the backlash 
against Arthit was suffi- 
cient to put his chances 
of an extension in serious 
jeopardy. Since then, 
however, he and his sup- 
porters have maintained 
a low profile, probably 
the main reason — apart from a lack 
of other serious contenders — why he 
is being given.a second chance. 

Most observers feel that Prem was 
acting from a position of: strength in 
making his decision and that a second 
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ed by army chief of staff Gen. Banchob 
Bunnag which groups representatives 
of all of Thailand's intelligence agen- 
cies. The final step: was to secure the 
signature of army commander and su- 
preme commander Gen. Arthit Kam- 
lang-ek. j 

The Special Branch, which had 
maintained surveillance on the sus- 
pects for some months, was given the 
responsibility for making the arrests 
even though ‘there 'are indications it 
was reluctant to act'at that point and 
would have preferred waiting longer. 
As it turned out, however, the 16 sus- 
pects seized in the initial 3 July round- 
up fell short of the targeted number. 
Well-placed sources: claim the reason 
for this was that:those who eluded the 
net had been alerted beforehand. 

What has happened’ since tends to 
support speculation that there was a 
change of heart in some quarters over 
how to handle the ‘dissidents. Up to 
that time, former'“CPT followers 
emerging from jungle hideouts volun- 
tarily had been routinely processed 
and allowed to rejoin their families — a 
policy which did not always find uni- 
versal favour because of fears that 
some of them may have returned for 
the'sole purpose of engaging in urban 
communist activities. Phirun and his 
colleagues, however, were a different 
proposition. They'had refused to sur- 
render and as far:as the investigators 
were concerned were merely thumbing 
their noses at the government while 
continuing to engage in subversive ac- 
tivities. 

The six suspects‘on trial are collec- 
tively accused of engaging in com- 
munist activities, of being members of 
communist organisations, of acting in 
support of organs of: members of com- 
munist organisations and of having 


extension will depend on whether 
Arthit steers clear of political issues 
and devotes himself to strictly mili- 
tary affairs. Still, the given reason for 
him staying on — nafional security — 
is not convincing. His supporters say 
the army commander should not be 
replaced when such a’ serious situ- 
atión exists along the Thai-Cambo- 
didn’ border. That, however, does not 
quite gel with the fact that Arthit 
spent 10 days in France and the Unit- 
ed States at a time when large num- 
bers of Vietnamese troops punched 
into Thailand to encirele and knock 
out the Cambodian resistance base of 
Tatum (REVIEW, 21 Mar.). 


f Arthit does not get a second exten- 

sion, it will leave deputy chief of 
staff. Lieut-Gen. Chaovalit Yong- 
chaiyut and Pichit as the two most 
likely choices for the army's highest 
post. Analysts generally expect both 
men to attain four-star rank in the 
coming reshuffle —. Chaovalit as 


chief of staff and Pichit as one of the | hanced. = 
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Phirun: identified as a CPT member. 


committed offences “of extraordinary 
significance" against internal state 
security. Individual charges make no 
mention of any of the defendants being 
part of the communist People's Libera- 
tion Army of Thailand or of having 
been involved in acts of violence 
against government forces. But again 
on a collective basis, they are alleged to 
have "jointly gathered troops and wea- 
pons to establish armed units in sub- 
| districts, districts and provinces . .. in 
order to engage in espionage and 





create sabotage, and in order toemploy 
troops and weapons so as to carry out 
treasonous insurrection to overthrow 
the government...” 

Phirun, a political science student 


two assistant army commanders, 
with current chief of staff Gen. Ban- 
chob Bunnag serving out his final 
year as deputy commander. 

Arthit has been the first officer for 
two decades to hold the extremely in- 
fluential army and largely ceremo- 
nial supreme command positions 
simultaneously . It is doubtful this ar- 
rangement will be repeated when he 
fades from the scene, but observers 
are already curious over what for- 
mula will be used to accommodate 
Chaovalit and Pichit, both of whom 
have equally strong and widely di- 
vergent followings in the army. 

The two generals, "the brains 
[Chaovalit] and the muscle [Pichit]," 
as one cabinet minister characterises 
them, are on generally good terms 
and are known to converse on a daily 
basis by télephone. According to in- 
siders, any bad blood surrounding 
their relationship is confined to rival 
officers inthe two camps who want to 
see their own career prospects en- 
— JOHN McBETH 














and 1972 president i of the 
Chulalongkorn Student 
Union, is alleged to have at- 
tended the: party's 4th сола 
gress in a jungle base area in 
northwestern Tak province. 
From what is known about the 
fragmented nature of the con- 
gress, however, it would ap- 
pear this was only one of à 
series of meetings held in 
loose coordination through- 
out the country. Court docu- 
ments indicate it was here 
that Phirun “accepted an ap- 
pointment to the central com- 
mittee of the CPT, to be a 
high-level cadre involved in 
the determination of the line 
and policies of the party...” 


angsan is said to have act- 
ed as a supplymaster at 
Nam Pang in the Lao border 
province of Sayaboury and in 
the neighbouring Thai pro- 
vince of Nan, purchasing food 
and other supplies. He is also 
alleged to have rented a house on 
Bangkok's eastern outskirts to accom- 
modate Phirun when he entered the 
Thai capital in early 1984. Sawat is ac- 
cused of working as a nurse's aide at 
two communist jungle camps in the 
Kui Buri district of mid-southern 
Prachuab Khiri Khan province, carry- 
ing material and medicines. He too is 
said to have assisted Phirun in Bang- 
kok by arranging for the printing of 
propaganda documents 
The oldest defendant, Manote, was 
initially described as a central com- 
mitteeman and party chief in Bangkok, 
but the court charge sheet simply re- 
fers to him as a CPT member responsi- 
ble for public relations and attempting 
io persuade university and secondary 
school students to join the party's units 
ed front. Prasong, likewise, is downs 
graded from a central committeeman 
to an ordinary member engaged ini- 
tially in propaganda work in Nakhon 
Pathom province, northwest of Bang- 
kok. Later he is said to have joined the 
CPT's Prachuab Khiri Khan province 
committee, procuring tools and other 
equipment for communist guerilla 
forces:— the only reference to any of 
the six defendants being involved with 
the party's armed wing. Prasong is also 
chargedwvith possession of an unregis- 
tered 9 mm pistol and 38 rounds of am- 
munition. 
Sanguan, 48, is accused of being a 
member of the Democratic Youth 


KLED LAP 


| League of Thailand from as early as 


1955-56 up until the time of his arrest, 


| working for the most part in northern 


Nanprovince. More recently, һе issaid 
to have been in charge of storing prop- 
aganda documents and also overseeing 
the dispersement of CPT funds, duties 
which are said to have made him “an 
official of the CPT,” though the charge 
does not specify whether he actually 
held party membership. п 
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INDIA 


Gandhi; Bhandari and Zia: step-by-step approach. 


è rorist activity and with 
the seizure of a boat- 
load of weapons off the 
coast of Tamil Nadu by 
the Indian coastguards 
and of a clandestine 
consignment of weapons 
at Madras port by In- 
dian “customs officials. 
Against this backdrop, 
Bhandari was suspected 
of washing India's hands 
of the. Tamil problem 
and assuring Colombo 
that Indian territory 
would not be used to 
further the cause of 
Tamil separatism. 

In the case of Pakis- 
tan, Bhandari's brief 
was said to be to remain 
on his toes, merely to 
react and not to take up 








Hey there, neighbour 


Rajiv Gandhi's initiative to promote greater South Asian unity 
is already coming up against some formidable obstacles 


By Salamat Ali in New Delhi 


outh Asian decision-makers at the 

highest levels have differed on the 
prescription but never on the diagnosis 
that a large part of the gap between 
their vast economic potential and 
modest achievements stems from their 
mutual suspicions, strained. relations 
and, at times, open hostility. 

Pakistan's late prime minister Zul- 
fikar Ali Bhutto remarked in the early 
1960s that his country coüld never 
rival India in world affairs, but India 
could never realise its full potential 
while it remained at loggerheads with 
Pakistan. And President H. M. Ershad 
of Bangladesh, in an interview with the 
REVIEW on 24 March, emphasised 
mutual mistrust as the basic impedi- 
ment to better relations between South 
Asian countries. 

Indian Prime Minister Rajiv Gandhi, 
a young leader with a fresh outlook, 
has assigned the highest priority to 
better relations with his country's 
neighbours — a policy emphasised by 
his Foreign Secretary Romesh Bhan- 
dari on his visits to Sri Lanka at the 
end of March, Nepal on 1 April and 
Pakistan: three days later. Trips to 
Bangladesh, Bhutan and Maldives will 
complete his itinerary — a grand tour 
of the region, largely designed to in- 
voke' a sense of unity in its con- 
Stituents. 

But India has yet to overcome cer- 
tain hardened public attitudes to its 
relations. with its neighbours, espe- 
cially on those issues which impinge 
upon its domestic politics. 

The uphill nature of Gandhi's task is 
best illustrated by the controversies al- 
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ready aroused by Bhandari's visits. A 
furore was created in southern India, 
especially Tamil Nadu, and also in the 
Indian Parliament over a suspected 
shift in India's hitherto sympathetic 
policy towards the Tamil minority in 
Sri Lanka. Karnataka Chief Minister 
Ramakrishna Hegde issued an angry 
statement. And an all-party confer- 
ence in Madras decided to write a joint 
memorandum and send a delegation 
headed by Tamil Nadu Chief Minister 
M. G. Ramachandran to talk to the 
prime minister. Minister of State for 
External Affairs Khurshid Alam Khan 
was obliged to declare in parliament 
that there was neither a secret pact 
with Sri Lanka nor any change in 
India's basic attitude towards the 
Tamils — and also that the statement 
issued in Colombo at the end of Bhan- 
dari's visit was Sri Lanka's own ver- 
sion of the talks, not India's. 


handari's reiteration in Colombo 

that India stands for a united Sri 
Lankan state and wants a peaceful, 
negotiated settlement of the ethnic 
problem might have been made with 
added forcefulness in the light of the 
prime minister's new "neighbourly" 
initiative: it is believed that he has per- 
sonally briefed Bhandari in detail be- 
fore each of his visits so far. 

The Sri Lankans implied that Bhan- 
dari agreed with their view that an end 
to hostilities in the strife-torn Sri Lan- 
kan provinces was a prerequisite to re- 
sumption of the stalled dialogue with 
Tamil representatives. Bhandari's visit 
happened to coincide with a lull in ter- 





the issue of Pakistan's 
proposal for a no-war pact and India's 
counter-proposal for a treaty of peace, 
cooperation and friendship. However, 
the Pakistanis are said to have pursued 
the same course and agreed to a step- 
by-step approach “to widen and 
strengthen areas of cooperation." They 
once again asked India to use its influ- 
ence with the Soviet Union on its con- 
tinued occupation of Afghanistan. 

Winding up the 10 April foreign-po- 
licy debate in parliament, however, 
Gandhi complained that, following 
Bhandari's Islamabad talks, it was still 
not clear whether Pakistan was mak- 
ing a nuclear bomb — a crucial ques- 
tion in view of Pakistan's acquisition 
of aircraft with nuclear capability. The 
United States was spending large 
amounts on arms for Afghan guerillas 
routed through Pakistan, said Gandhi, 
and “we do not know what goes 
where." He also complained that 
though in his two meetings with Presi- 
dent Zia-ul Haq he found the latter 
forthright and positive in his attitude 
to bilateral relations, this was not con- 
firmed by his later pronouncements for 
domestic consumption. 

The only non-controversial visit 
Bhandari has made so far was to 
Nepal. In Kathmandu, both countries 
decided to set up a joint commission to 
deal with all facets of their relations, 
including trade — a reference to land- 
locked Nepal's need for a fresh transit- 
trade treaty. There was no reference to 
Nepal's proposals for India's recogni- 
tion of King Birendra's idea of declar- 
ing Nepal a zone of peace — a 
euphemism for unequivocal Indian ac- 
ceptance of Kathmandu's sovereignty 
in all its forms. 

Bhandari's forthcoming visit to 
Dhaka is unlikely to be as smooth. 
India harbours a suspicion that 
Bangladesh is training some of its peo- 
ple to pull down the fence it wants to 
raise around its eastern neighbour to 
prevent illicit immigration. In the 24 
March interview with the REVIEW, Er- 
shad said that until that day India had 
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- Carry 43, 000 Ibs. of — 0 
Cover 2,500 miles on low-altitude pa 
or search-and-rescue the next. 4 


rLockheed-Georgia 


Giving shape to imagination. 


One of the built-in 
advantages of the Lockheed 
Hercules is its versatility. As 
a maritime patrol plane it 


can monitor 275000 square 
nautical miles in a single 
flight. 

On patrol or search- 
and-rescue missions, it can 
cover 2,500 miles at low 
altitude and stay aloft for 
I8 hours. 

Yet its impressive elec- 
tronic and visual surveil- 
lance capabilities in no 







way limit its value as an 
airlifter. In that capacity. 
Hercules can carry up t 
4301 0 Ibs. OT Cargo OF 
personnel 

If your maritime 
requirements call for a cost 
effective aircraft that per 
forms a variety of roles, 
Lockheed Hercules clearly 
meets that challenge 


> patrol 


saw ee TTA OHH ма CVARAEARACNA BEY ааазаа баллда 
the matter, that such a fence would 
violate the ground rules of the Indo- 
Bangladeshi border agreement, and 
also that India is not a prosperous 
enough country to induce large-scale 
illicit immigration from his country. 

Although both India and Bangla- 
desh have tacitly agreed to shelve the 
interlinked issues of demarcation of 
maritime boundaries and ownership of 
New Moor Island, these problems re- 
main to be solved, as does that of 
Dhaka's highly restrictive regulation 
of Indian transit traffic through 
Bangladesh to and from India's eastern 
States. Dhaka does not go along with 
India's suggestion for an irrigation- 
cum-maritime-link canal across 
Bangladesh, between the Brahmapu- 
tra and Ganga rivers. 

Bhandari's visits to Bhutan and Mal- 
dives could prove far less tedious, but 
at the end of the day the main problem 
Gandhi will still have to face will be 
that of keeping the influence of outside 
powers, especially the superpowers, 
out of South Asian politics. India's 
present stand is that it would be 
neither charmed by offers of technol- 
ogy transfers nor pressured by the 
arming of its neighbours. Diplomats 
argue that the US would have to match 
its stated desire to befriend India with 
changes in its attitude towards Pakis- 
tan if India is not to be driven closer to 
Moscow. 


he Soviets, in what appears to have 

been a calculated leak, recently 
have disclosed an unprecedented arms 
deal with India which is currently 
under consideration. It includes out- 
right supply and technology transfer of 
nuclear submarines, a new total radar 
cover for all of India's sea frontiers, a 
land-to-sea missile system coordi- 
nated with an early-warning radar 
system, new technology to be adapted 
for laser developments in exchange for 
scientific information, the latest all- 
weather tanks with laser equipment, 
direct-lift-off aircraft for a new air- 
craft carrier being ordered, and a total 
exchange of information from spy 
satellites, including the launching of 
Indian satellites for both communica- 
tions and intelligence purposes. 

Such deals are unlikely to persuade 
India's neighbours to agree to keep 
superpower involvement in South 
Asian affairs at a minimum. Hence the 
proposal by some Indian commen- 
tators that New Delhi unilaterally an- 
nounce a freeze on military spending 
and wait to see if Pakistan and the US 
reciprocate. Any such reciprocation is 
bound to be dependent, however, on 
what the Soviets do in Afghanistan or 
elsewhere in the region. Thus, the 
achievement of a noticeable climate of 
detente in South Asia looks like being a 
long haul, though many are hoping 
that the proposed South Asian summit 
to be held in Dhaka before the end of 
the year will be a big step forward. п 
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Maggie's progress 


British Prime Minister Thatcher makes a successful Asian tour 
but may have to face some critics at home 


By James Clad in Kuala Lumpur 


Ithough she may have stored up con- 
siderable trouble for herself on her 
return home, British Prime Minister 
Margaret Thatcher, making an Asian 
tour postponed from last September 
because of the British miners’ strike 
crisis, achieved success ifhot triumph. 
The most substantial fence-mending 
was done in Malaysia, where as the 
first visiting British prime minister, 
she faced an expectedly cool reception. 
“Point by point,” said a senior foreign 
diplomat, “Mrs Thatcher could not 
have done better.” And while that may 
be over-generous, Thatcher by general 
consensus touched all thé. right bases 
during her 5-8 April visit. “Given [Ma- 


Thatcher in Malaysia: fence-mending. 
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Thatcher heard.Mahathir’s views on 
East-West tensiófiS; his proposal for 
internationalising Antarctica and his 
views on the effectiveness of the Five- 
Power Defence Arrangement linking 
Britain and Malaysia with Australia, 
Singapore and New Zealand. Cam- 
bodia and other regional problems also 
received attention during the two lead- 
ers' sessions, with a "considerable con- 
vergence of view," as one source de- 
scribed it. 

But the airlines row stole most local 
attention. In Recent months, Malaysia 
has cleverly €ültivated an aggrieved 
tone over LóoBüon's attitude to the 
“fifth-flight" igsue. Mahathir clearly 
chose to makethe issue something 
ofa litmus testfér British sincerity. 
For the British, however, theimmi- 
nent privatisation of British Air- 
ways, a feared precedent effect on 
other Southeast Asian airlines 
(which also want to increase ser- 
vices to London) and the eagerness 
of other British carriers (notably 
British Caledonian) to enter the 
lucrative London-Australia run, 
had prevented a quick “yes” to 
MAS' demand. 

In the event, Thatcher appa- 
rently gave just enough away. In 
a  "four-eyes" session with 
Mahathir, she accepted the desira- 
bility ofa fifth flight within “one or 
two years." At a press conference, 
she described a three-paragraph 
statement issued after her meeting 
with Mahathir as “a political com- 
mitment" that would cure *a run- 
ning sore.” 

However, the statement also 
noted, pointedly, ап" unresolved 
taxation issue affecting all foreign 
airlines’ competitiveness in Ma- 
laysia (REVIEW, 21 Mar.). Crypti- 


laysian Prime Minister} Mahathir's | cally, the statement simply said that “a 


past history of slanging Britain, it was 
remarkably successful, the same 
source remarked. 

To a surprising degree, British-Ma- 
laysian relations during the past year 
have been overshadowed, in public, by 
the former colonial power's reluctance 
to grant Malaysian Airline System 
(MAS) an extra weekly flight to Lon- 
don (REVIEW, 4 Apr.). But while local 
newspapers played up this issue both 
prior to and during Thatcher's visit, 
the two leaders ran over a much longer 
list of topics — from defence and secu- 
rity to the more mundane matter of in- 
visible trade payments — which now 
overwhelmingly favour London's side 
of the trade ledger. 


| problem, 





formal response" by Malaysia to this 
which has prompted 10 
foreign governments to protest fo 
Kuala Lumpur, is still awaited. Cynics 
saw thisattaching, however politely, an 
element of “conditionality” to the fifth- 
flight agreement. 


B oth Malaysian and British officials 
insisted the real aehievement of the 
visit lay in its good atmosphere. The 
past four years have seen some rocky 
moments in the relationship, notably 
with Mahathir's directive in late 1981 
which the local press promptly dubbed 
the “buy-British-last” policy for gov- 
ernment contracts. 

For all the quarrelling over Malay- 
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» Lincoln Kaye writes from. Jakarta: 
During her Asian tour, Thatcher only je 


sited one non- -Commonwealth 'coun- 
~~ Indonesia — which was also re- 
eiving its first-ever visit from a Bri- 


ish prime minister. These points were. 


not lost on the status-conscious In- 
;donesians who are actively seeking a 
"higher diplomatic profile. Despite an 
mbarrassing slip of the tongue when 
he referred to the county as “Malay- 
ia," she managed not to rile local sen- 
ibilities on tricky diplomatic topics 
anging from Ee COE stir of Peking tó 
sean's Cambodia i ; 


rights in East Timor. 

_ But it was on eco- 
omie grounds that 
jatcher based her ': 
ain appeal, citing .: 
ritain's £600 mil- ` 
on (US$752 mil- 


ntedly. endorsing 
idonesia's indus- 
ial aspirations by 
isiting Bandung 

i Technology 
nister B. J. 
She drew 
attention to recent 
British arms sales to 


red aid in post- 
arvest agricultural 





economic 
unfettered 


also repeated y 
of British trade uni 
violence during. the recently ended 
Strike, and her lack of concern with ris- 
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/chnology. 
Only on the subject of oil — crucial 

| both countries’ balance of payments 
‘did she betray views that diverged 
sharply from her hosts’ when she de- 
plored cartels and state intervention in 
marketpricing. Nonetheless, in her 90- 
utesummit meeting with President 
Suharto and in the subsequent state 
dinner, both leaders seemed well 
ough at ease. Her husband, Dennis, 
emed to draw almost as much media 
tention as his wife, with lengthy 
pr 58 coverage of his various factory 


> V. G. Kulkarni writes from Singapore: 
Of all the stops on her tour, Thatcher 
“got the best personal response from a 
local leader in Singapore. She and 
Singapore's Prime Minister Lee Kuan 
Yew — both authoritarian leaders with 
à penchant for unbending adherence to 
their political positions — hit it off 
marvellously. 


(s 





Lee went on to add: “You have re- 
sisted the temptation to take the stand- 
ard solution of fiscal stimulation to re- 
duce unemployment ... But no govern- 
ment can resolve this problem [of un- 
employment] as long as unions insist 
on high wage increases during a period 
of high unemployment.” 

While these remarks were sweet 
music to Thatcher's ears, diplomats 
were rather taken aback at Lee’s inter- 
ference in the domestic affairs of his 
visitor's country. Inevitably, this led to 
critical comments in the British press 
and bitter denunciations of Thatcher 
and Lee by British Labour Party lead- 
ers. Thatcher was attacked for indulg- 
ing in domestic politicking while on an 
official visit abroad, and Lee was de- 
nounced by Labour politicians, one of 
whom called Lee “a reactionary 
whelp,” while another advised the 
Singapore leader to “keep his stupid 
mouth shut.” 
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Japanese screen painting of foreign merchants: new markets emerge. 
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pattern is 
changing 


By Anthony Rowley in Hongkong 


reat changes are often slow in the 
G making. Such are those which are be- 

ginning to influence the pattern of irr- 
ternational banking. The first is in the slow 
but sure emergence of the yen as an alterna~ 
tive to the US dollar in international finant- 
ing. The second is a shift in the bias of 
financing from straight debt to more equity 
evidenced by the emergence of new invest- 
ment banks in which commercial banks are 
partners, and by the thrust to promote capi- 
tal-market development in newly developed 
countries. 

Both promise in their different ways to re- 
volutionise the face of global banking over 
the rest of the decade, and to reduce the hor- 
rifying size of the US dollar debt overhang, 
This, of course, does not rule out the possibil- 
ity of some major debtor country defaulting 
on its dollar obligations in the meantime, 
of some big United States bank going b 
up because of its exposure to such « 
again does it rule out the possibili 
apse in the dollar's value if investors finally 
panic over US domestic deficits. But at least 
here is the hope of some eventual reduction 
of international dollar deficits. 

The past year has already seen a funda- 
mental change in the patter: n of Euromarket 
ending. Traditional syndicated sovereign 
ending has gone into sharp decline on the 
ack of the massive debt reschedulings by 
various Latin American borrowers, plus the 
Philippines. At the same time, numerous sec- 
ond-line banks in the US and elsewhere have 
withdrawn entirely from this market, leav 
ing it to the big boys (many of whom remain 
very uncomfor tably exposed relative to thei ir 
capital bases). In 1984 a determined effor 
was made by the big banks to switch a por- 
tion of new Eurodollar borrowing from 
straight loans to Euronotes. 

In the sense that this widens the cir 
players in the international lending m: 
this is clearly a good thing. But there 
limit to how far the process car 
issues will probably 
sovereign borrowers, me 
no more proof against debtor default dan | 
are straight loans, as many holders j 
bonds found to their cost in the 1f 
over, Euronotes are all US dollar-denomi- 
nated at present. Some banks are beginning 
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. to express private concern too at the narrowness of margins 
in this essentialiy very short-term end (up to six months) of 
the Euromarket. 

Fearing that they could be disintermediated by the arriv- 
al of the Euronote, and anxious for new business in the 
wake of the syndicated loan decline, banks rushed in to 
form underwriting syndicates for the notes. Hence the 
evolution of so-called revolving underwriting facilities or 
RUFs where banks take the risk if the primary borrower 
(who has come to the short end of the market to take advan- 
tage of cheaper borrowing rates) is unable to sell his latest 
issue of notes into the market. That market is so far small 
relative even to domestic commercial-paper markets and is 
thus not highly liquid. So, commercial banks are acquiring 
very large contingent liabilities (which do not always ap- 
pear on their balance-sheets) in respect of these underwrit- 


ings. 
[> in Asia where generally there are too many 
banks chasing too few (good quality) assets, a situa- 
tion exacerbated by the collapse of the shipping market 
and of property markets in Hongkong, Singapore and else- 
where. There is a limit to how many banks can engage in 
trade finance profitably and other areas of Asian financing 
—notably the China market — are proving slow to open up. 
It is here that the now apparently strong prospect of an 
offshore yen zone in Tokyo becomes especially relevant. 
This development basically involves the formation of an 
offshore market com- 


he growth of such business appears to be particularly 


parable perhaps іп 
time with the London- 
centred Eurodollar 
market, but dealing 


mainly in yen. 

Tokyo has already 
liberalised the issue of 
Euroyen bonds to some 
extent, and, as from 
the end of 1984, has 
permitted banks in 
Hongkong, Singapore 
and other regional fi- 
nancial centres to issue 
Euroyen certificates of 
deposit. In other 
words, it is permitting 
Japanese and foreign 
banks to start mopping 
up the (admittedly still 
small) offshore yen de- 
posits outside Japan, 
and to re-lend them 
offshore. Now the pro- 
posal is to encourage 
offshore yen lending actively by establish- 
ing a zone in Tokyo where banks could ob- 
tain more liberal access to yen and could 
book offshore loans denominated in the Ja- 
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Japan 


panese currency. Euroyen lending, in other Hongkong 
words, is coming home to Japan just as the | China 
Americans have brought Eurodollar lend- | South Korea 
ing home to some extent through the crea- | Taiwan 
tion of a similar zone in New York. Australia 
No one yet knows for sure just how fast New Zealand 
the Tokyo offshore-zone proposals will go, Singapore 
and how fast the market will grow. But it | Malaysia 
must signal the end of total hegemony of | Indonesia 
the US dollar in the Euromarkets and in the | Philippines 
so-called Asiadollar market based in | Thailand 
Singapore and Hongkong. That should be | Burma 
good for lenders, as they will have accessto | India 
another major potential source of liquidity; Bhutan 
good for borrowers, in that interest rates | Bangladesh 


should be lower than those in the Eurodol- | The Islamic Way 


lar markets which are at the whim of US 
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monetarist policies, and good for the dollar itself as its in- 
ternational reserve role will be thus reduced. It will also be 
good for Tokyo's development as an international financial 
centre. 

Whether it will be good for places such as Hongkong and 
Singapore depends on how quick they are to grasp the im- 
plications of such changes. The days of such centres as re- 
gional agents of an all-powerful and all-embracing 
Eurodollar market are certainly numbered. The Eurodollar 
market is in decline. The birth of the Euroyen market will 
bring fresh opportunities but the fount of that market, 
Tokyo, is much closer to.the potential borrowers in Asia 
than is London (or nowadays New York) as the fount of the 
Eurodollar market. 

The offshore banking role of Hongkong would appear to 
be particularly problematical in this respect, given its pro- 
ximity to Tokyo. But at least Hongkong has the fast-de- 
veloping China market on its doorstep and Euroyen as 
much as Eurodollar lenders will probably prefer to service 
China from Hongkong, at least in the short term. 

The other development which is conspiring to undermine 
the traditional role of the Eurodollar loan market is the 
banks' discovery of capital (as distinct from straight loan) 
markets. Citicorp put this into perspective recently in 8 
background note to its 
decision to expand 
greatly its regional in- 
vestment-banking ac- 
tivities in Hongkong. 
Noting some "funda- 


mental shifts" in the 
banking world over 
the past five years, 


Citicorp observed that 
spreads in traditional 
lending have become 
narrower and "banks 
were losing their share 
of the financial ser- 
vices market," Most 
interesting of all, 
Citicorp noted that the 
volume: of worldwide 
capital funds is 
“enormous” — an esti- 
mated US$15 trillion, 
which dwarfs by five 
or six times the 
Euromarkets the 
total outstanding debt 
of around US$500 billion among develop- 
ing and newly industrialising countries 
What does this mean? It means that the 
realisation is dawning that debt and equity 
cannot be kept in watertight compartments 
in the future to the extent that they have 
been in the past. This is particularly impor- 
tant in the context of international fimanc- 
ing, including that for developing coun- 
tries. Putting it crudely, people put their 
money in banks in the past, knowing that 
the banks would lend (but only lend) it to 
developing countries. Their longer-term 
savings were entrusted to various capital- 
market institutions ranging from pension 


or 


ESSERE 


103 funds to mutual funds which invested it 
106 at home. That distinction is breaking 
107 | down. 

108 Depositors have discovered that 


sovereign borrowers cannot always repay 
their debts (at least on time) while new 
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__ types of financial institutions formed from the merger of 
— commercial and merchant banks plus stockbroking and 
jobbing houses are beginning to tap the institutional flow. 
of funds, via the capital markets, and to put together new 
types of financial packages for country and corporate bors 
rowers. The day may not have arrived yet when an institu- 
tional investor will purchase equity in a developing- 
country venture, but various forms of quasi-equity fi- 
nancing are being evolved using international capital mar- 
ket funds. 

Atthe same time, institutional investors are beginning to 
put money into vehicles such as the Korea Fund and vari- 
ous Taiwan trusts (soon to be joined by the Thailand Fund) 
- in Asia and elsewhere, where previously any but bankers 

feared to tread. There is a thrust to develop domestic 

Stockmarkets in numerous Asian and other less-developed 

countries, so that these can act as a conduit for interna- 

tional investment funds. This goes hand-in-hand with im- 

proved domestic resource mobilisation and privatisation of 
- some of the state enterprises which in the past have been 

ever-hungry for syndicated Eurodollar borrowing, via 
sovereign government entities. 
— — In short, the international financing mix is changing, ina 
way which will increasingly disintermediate the banks. 
Their response in many cases will be to buy or form invest- 
-ment/merchant banks capable of participating іп the wider 















: embracing reform with zeal. 


"capital markets and putting together imaginative and 
— needed new forms of part-debt/part-equity financing. And 
_ that financing will take the form not only of Euro- and 
—— —Asiadollars (plus a sprinkling of Euromarks and others) as 
—— Î hasin the past, but increasingly of offshore yen too. 
— Meanwhile, the pace of financial change is quickening 
— - mot only in Japan, but also elsewhere in Asia. The tide of 
banking liberalisation continues to flow in various parts of 
[> Asia, notably East Asia. In part this is a response to pres- 
à sure from the US, but it also reflects home-grown reform as 
к -government-guided banking systems prove incapable of 
d meeting the needs of an increasingly internationalised cor- 
porate sector and of coping with growing freedom of capi- 
tal movement. This is especially marked in South Korea at 
present. і 
Deregulation is bringing problems of supervision in its wake, 
as again South Korea has discovered, as has Taiwan too. 
China has permitted limited freedoms to certain foreign 
banks, Prime Minister Rajiv Gandhi in India has promised 
to reform the country’s highly restricted (and unprofitable) 
banking system — and Australia has embraced financial 
freedoms with a zeal which has surprised many and which 
could lead to Sydney emerging as an important regional fi- 
nancial centre over the next five years. п 
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The ele 
revolution 


By Stephen Hunt in Hongkong 
[зап has profoundly revolutionised the bank- 
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ing and financial-services industry in the past five 

years. It has expanded the frontiers of what is possi- 
ble and its momentum is carrying the industry beyond the 
boundaries of traditional banking into a very different, 
competitive, high-risk world. Round-the-clock banking 
was only the starting point for this change. No bank, either 
yesterday or today, can afford to keep offices open 24 hours 
a day for customers to make deposits, obtain cash or other 
routine services. Yet through automated teller machines 
(ATMs) banks are now doing just that — at a quarter the 
cost of handling paper cheques. 

Signposted by ATMs, technological developments in the! 
banking industry have clearly opened up the traditional 
time frames for banking services. Bankers can offer their 
customers a whole new generation of financial products — 
as long as banks are prepared to make the enormous invest- 
ments needed to bring these technology-driven products to 
market. 

When the new technologies first emerged, their primary 
function was perceived simply as improving business effi- 
ciency, lowering operating costs and upgrading manage- 
ment information. The strategic use of technology was to 
replace paper- and labour-intensive activities by electro- 
nics and automation. The focus was essentially internal, 
Now, however, technology is assuming an even more im- 
portant role — it has become the key to new product de- 
livery, enhancing external services. 

Personal computers tied by advanced telecommunica- 
tions to increasingly sophisticated and integrated bank 
systems have allowed users to have their services in their 
own time and at their own convenience. This window per- 
mits both a different way of handling existing products and 
the introduction of entirely new ones. 

For instance, there. is nothing innovative or different in 
opening a letter of credit (LC). It is a traditional banking 
product in the commercial sector. But the ability of the cus- 
tomer to open his own LC himself is completely new. He 
does.it simply by calling a standard letter up on his per- 
sonal computer screen and filling in specific details. 

That amounts to a new delivery system for an established 
product, through technology. But genuinely new products 
are also emerging. This same window can give the corpo- 
rate treasurer global data on the status of his company's fi- 
nances. And then, by using tools provided him on his per- 
sonal computer, he can manipulate the information inia 
way not previously possible. This is just one example обат 
entirely new service, something unavailable previously. 

Thus, the primary, long-term focus of new technologies is 
external. Internal benefits can still be derived, but begin to 
share importance with customer links and products. Bank 
of America's (BA's) new treasury-management system, for 
instance, is now being used by many large and medium cor- 
porations to receive, consolidate and analyse financial 
data. This is soon to be introduced throughout Asia. 

Through this service, corporate treasurers can use a per- 
sonal computer to analyse and forecast cash provisions, 
simulate different possible uses of company funds, and im- 
plement decisions through electronic transactions. The 
bank is also begining to make services available whereby 


i 
Stephen B. Hunt is senior vice-president and Hongkong area general man- 
ager of the Bank of America. This article is adapted from the keynote speech 
he delivered at the opening of a recent exhibition апа conference in Hong- 
kong on automation tn financial institutions. mig 
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correspondent banks. 

A further effect of the new technology, however, ba bln 
to create opportunities for new competitors to perform fi- 
nancial services profitably. These include credit-card com- 
panies, mortgage brokers, retailers, insurance companies, 
data-processing firms and telecommunications providers. 
So banks are not the only ones at the intersection preparing 
for the light to change. Essential parts of banks’ business 
can be performed by non-banks. Significantly, technology 
favours the entry of companies with telecommunications 
and computer expertise into the financial-services arena. 

On the other hand, having an electronic delivery capabil- 
ity does not in itself make a bank, or any other institution, a 
viable competitor in electronic banking and financial ser- 
vices. A major player must have a basic ability to manage 
technology as a strategic resource and as an integral part of 
its business. As a counterbalance to this widening of the 
market, there is no doubt that many would-be competitors 
will be subdued, if not stifled, by the scale of investment 
needed. While the long-term rewards from electronic 
banking will be great, the initial investments are enormous 
— even outrageous — by any previous standards in the in- 
dustry. 

BA's investment, for instance, in its international bank- 
ing system — a key phase of its wholesale-banking ac- 
tivities, allowing the bank to process information in all key 
areas of international banking — amounts to more than 
US$200 million on a worldwide basis. But today’s interna- 
tional banks must have the ability which such a system pro- 
vides to deliver their products and services across global 
frontiers efficiently and consistently. 


banks and financial institutions will result from pro- 

viding products which combine transaction, infor- 
mation and decision-support services for the customer 
worldwide. But this will dramatically change the nature of 
international banking, due purely to the investment sums 
involved. As things stand today, major financial institu- 
tions all offer similar types of products to customers. The 
emphasis has been less on whether a bank has a certain pro- 
duct, than on how it supplies and services it. 

Because of the enormous sums involved, there will in fu- 
ture be only a very small number of providers of full finan- 
cial services on a worldwide basis. It is possible that even 
the biggest institutions will be forced to make choices in 
view of the vast costs involved. I believe we will be par- 
ticipating in what I can best describe as a “niche game” in 
financial services. Competitors will have to assess what 
they feel they do best rather than try to provide a blanket 
cover-al! system of services. And, to be blunt, some may be 
forced out of international banking altogether. 

Many companies though, will have to decide to focus 
upon a particular set of products, or a particular geogra- 
phical area, and become experts in their chosen niche. This 
will lead to a fundamentally different position from the 
situation we have been used to in this industry and it will 
stay that way. It will mean a new set of rules with new re- 
quirements. Brought about by the irresistible demands of 
new technology and the scale of investment which is mak- 
ing even the largest companies think very carefully before 
making commitments. 

All of this applies equally to Asia. Bankers in this region 
are tackling a highly competitive, radically changing and 
globally interconnected industry. They must be equipped 
to face similar challenges to those encountered by their 
counterparts elsewhere. The fundamental difference 
among top financial institutions in the 1980s will be in the 
successful — or otherwise — execution of two management 
responsibilities: technology development and leadership. 
The winners will be those who exploit technology as a 
strategic resource and who make technology planning an 
integral part of business planning. п 


T helong-term competitive advantage of international 
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By Correspondents 


lectronic banking is booming throughout Asia, from 
E Australia, where it is a vital aid in shrinking dis- 

tances in the vast and empty island, even to “self-suf- 
ficient” socialist Burma, where, though at present elec- 
tronic banking means no more than the use of electric 
calculators by bank staff, plans have been mooted for even- 
tual computerisation. 

Interestingly, though all major — and most minor — 
banks in Japan use on-line computer systems for customer 
deposits and withdrawals, the nation's banking industry 
has made less use of computer and otherelectronic technol- 
ogy to increase banking efficiency than many of its counter- 
parts elsewhere. The principal reason continues to be that, 
despite Japan's high-technology capabilities, the society is 
still largely cash-oriented; even the use of cheques is still 
frowned upon. Another factor inhibiting a more sophisti- 
cated and widespread use of electronics is that the Japan- 
ese Ministry of Finance has decreed that all banks must in- 
novate simultaneously. So until the smaller banks are 
ready, the big ones must wait. 

Nonetheless, there has been some progress in the field of 
home banking. Last year the Fuji, Sumitomo, Mitsubishi 











and Sanwa banks began a service that allows customers to 
transfer money from one account to another from their of- 
fices or homes. A network of this nature that would cover 
all of Japan, however, is some years away. The most recent, 
and exciting, development in electronic banking is the 
Bank of Japan's US$384 million investment in a com- 
puterised clearing network that will facilitate transactions 
between the central bank and around 500 financial institu- 
tions. This system, said to be more extensive than that used 
by the US Federal Reserve Board, is scheduled to begin 
operating in 1987, and perfected by 1990 

Australia's banks have made very rapid progress on elec- 
tronic funds transfer (EFT) and electronic funds transfer 
at point-of-sale (Eftpos), giving enhanced penetration to 
their Australia-wide branch networks. Some have also in- 
stituted electronic cash-management systems for their cor- 


porate customers, allowing corporate treasurers to monitor 
account balances daily on screen and organise for surpluses 
to be swept off into interest-bearing accounts 

Eftpos outlets, which are still increasing rapidly, are 


linked to service stations, supermarkets, department stores 
and hardware stores. Commonwealth Bank of Australia 
plans a link-up with Australia Post, which will start with 
30 outlets. National Bank of Australia's system is linked 
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with the ANZ Bank and State Bank of Victoria. The bank 
has an agency arrangement with the Australian Federation 
of Credit Unions and has links with three Victorian build- 
ing societies (Compass, Pyramid and Greater Melbourne) 
and with United Permanent Building Society in New South 
Wales. 

The Australian Bank Ltd offers customers “sweep” 
facilities whereby cheque-account funds in excess of indi- 
vidual working balances are automatically “swept” off 
into interest-bearing accounts. 

Building societies operate a network of 350 automated 
teller machines (ATMs) Australia-wide. Funds Transfer 
Services (Austra- 
lia) Ltd has been 





formed by the 
building societies 
to ‘develop and 


manage a national 
electronic system. 
Victorian building 
societies are ope- 
rating an Eftpos 
system with a 
supermarket chain 
and the major New 
South Wales Build- 
ing societies are 
running a simi- 
lar pilot scheme. 
Eftpos is also being 
developed by a 
group of financial 
institutions, in- 
cluding building so- 
cieties, in Western 
Australia. Building 
societies and credit 
unions — which also operate ATMs and an Eftpos system in 
conjunction with banks and building societies — аге work- 
ing together towards a nationally operating EFT system 
which would include Eftpos. 

Eftpos systems have been under trial in New Zealand for 
nearly a year and are likely to go into full operation later 
this year. When they do, they are expected to expand 
rapidly. New Zealand is well prepared for electronic bank- 
ing. The four (later five) trading banks set up a jointly 
owned computerised clearing system in the mid-1960s, the 
first of its kind in the world. Run by a joint company, 
Databank, the system now handles around 2.5 million 
transactions a day — more than France. 

Databank has been running Eftpos trials since February 
in 19 shops and petrol service stations, using cash/debit 
cards issued by the banks since 1983 for use in ATMs both 
outside banks and on teller’s desks. The chairman of the 
Databank organising committee, Logan Russell, claimed 
no other country in the world has been able to introduce a 
system with all its trading banks being on line simultane- 
ously on launch day. 

Databank was not first into the field. The Auckland Sav- 
ings Bank, one of a network of non-profit-making regional 
trustee savings banks, set up a trial with some petrol sta- 
tions in June last year using the trustee banks' own 
cashcards. A third organisation, Electronic Funds Trans- 
fer Ltd, linking cashcards issued by the Post Office Sav- 
ings Bank and the United Building Society, is also in the 
field. 

There are some 460,000 debit cards in consumers' hands 
already in New Zealand — a high proportion in a country of 
only a little more than 3 million population. Although late 
into credit cards — Visa, for instance, entered the market 
only in 1978 — New Zealand has taken readily to that form 
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But there are some unanswered questions. One is who 
should pay for the service — the bank, retailer or consumer. 
In the trials the banks have paid, but that was only to get 
the trials going. Also unanswered is who will supply the 
terminals, expected to cost around NZ$4,000 (US$1,800) 
each. Databank has two types on trial, with strong bidding 
from a third. And there is the problem of competing sys- 
tems in a very small market. Databank has the experience 
— it planned its computer system from 1969 onwards with 
the possibility of Eftpos in mind — and it has weight in the 
marketplace. It also has clearing arrangements for transac- 
tions with trustee and post office savings banks. But there 
is resentment among other operators in a rapidly changing 
banking environment in New Zealand about its cartel na- 
ture. 


S-based banks are now issuing letters of credit 

(LCs) electronically in Asia. Citibank's Hongkong 

office typically gets about 100-200 messages a day 
on the system, though not all of that is new business (some 
messages may represent changes in previously issued LCs). 
The bank says most of the system's users so far have come 
from the US, Australia and Europe, though most of the 
trade financed is in Asia, since European traders generally 
use open-account financing. 

Besides speedier delivery of the LC (often overnight, as 
against up to seven days by conventional telex communica¢ 
tions), use of electronic systems eliminates some repetitive 
work. If, for example, a client's terms of shipment, or the 
port used, are always the same, the bank can programme 
that information into the client's electronic LC request 
form. Because of the method's convenience, even clients 
who need as few as one LC a week are considering it, the 
bank says. 

The joint electronic teller services (Jetco) system went 
through its second year of operation in the territory in 1984, 
with 20 member banks by end-1984 — including two from 
Macau — and more than 300 ATMs in its network. (There 
are now about 2 million ATM card-holders in Hongkong:) 
Both foreign and local banks are participating in the Jetco 
system, among 
them the Bank of 
China, the Hong- 
kong-based Bank 
of East Asia, Tai 
Fung Bank of 
Macau and Chase 
Manhattan Bank of 
the US. The system 
plans to expand 
into China's Shen- 
zhen and Zhuhai 
special economic 
zones this year. An 
Eftpos system is to 
be launched with 
the participation of 
29 banks, includ- 
ing the Hongkong 
and Shanghai 
Banking Corp. 
(HSBC). The sys- 


tem will include 
both credit cards 
and debit cards 


(from ATMs), in- 
cluding the Jetco 
cards. 
According to 
Q. W. Lee, chairman 
of the Hang Seng 
Bank, banks will 
become more capi- 
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tal-intensive as a result of greater automation, and there 
will be less pressure to expand branch networks. Lee says 
the “density” of banking has levelled off: in 1975, there 
were 1.59 bank offices for each 10,000 Hongkong residents, 
rising to 2.87 in 1983, This ratio has since stabilised. 


ment has launched a three-month campaign 

March-June) to promote a “cashless society" in 
which people would use the banking system instead of hard 
cash for money transactions. Of the 1.2 million workforce, 
more than 600,000 still receive their salaries in cash. The 
government is trying to encourage people to accept cheques 
instead of cash or better still have their pay credited to their 
bank accounts directly every month. Currently, 1,270 
companies pay the salaries of 340,000 workers direct to 
their accounts in the Post Office Savings Bank (POSB). 
PAS are going to be staggered to reduce pressure on 
banks. 

Simultaneously, the authorities are also promoting the 
payment of bills for utilities, taxes, levies etc. through what 
is called the Giro system of banks. The government plans to 
eventually close down the several collection centres for 
such levies. There is a proposal to offer discounts on bills 
paid through Giro. In a labour-short economy, the govern- 
ment wants to increase labour productivity by reducing the 
jobs in the financial sector which can be easily done by 
machines. While the government sees manpower savings in 
the move, the computer firms see increased sales. 

Almost every major bank in Singapore, including 
foreign-owned ones, offer the services of ATMs. Of the 460 
ATMs in theisland republic, 200 belong to the POSB, which 
had issued 600,000 ATM cards by September 1984. The 
total number of ATM cards in use is not known, but could 
well be about 800,000. Some of the major local banks have 
also offered banking services which can be used through 
telephones by dialling the bank number and using a code 
number for the individual's account. One bank is planning 
to set up a service which can be used by owners of personal 
computers, which can be hooked up to the bank's computer 
system through Telecoms, the local telephone company. 

Beginning in June, five local banks — United Overseas 
Bank (UOB), Overseas Unior Bank, Oversea-Chinese 
Banking Corp., Development Bank of Singapore and POSB 
— will launch a six-month trial scheme in which some of 
the major department stores and supermarkets will be fit- 
ted with Eftpos terminals. The cost of the experiment, some 
S$5 million (US$ 2.25 million) will be borne by the banks. 
Store operators do not seem very keen because after the ini- 
tial trial period they will have to pay a service charge for 
every transaction; 

Rapid technological advances are being made in Malay- 
sia. Malayan Banking (Maybank) first introduced ATMs in 


W ith typical thoroughness, the Singapore Govern- 
( 
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Peninsular Malaysia. Its 50,000 card-holders use а 7 am 
midnight system available from 36 branches, The 
UOB started the first 24-hour service in 1982, and also was 
first to install ATMs with recorded voice commands. Lower 
down the list of ATM banks are Lee Wah bank (20 
machines), Bank Bumiputra (15), Bank Utama (just one), 
Development and Commercial Bank (seven) and governs 
ment-owned Bank Simpanan (three) 

Further down the road are Eftpos terminals at major 
consumer outlets such as petrol stations. At present the 
number of off-branch terminals remains small, at 14. Prime 
Minister Datuk Seri Mahathir Mohamad is known to be in- 
terested in ideas leading to an inter-bank Giro system, such 
as that being developed in Singapore апа “Telebanking” — 
a system linked to the home computer and telephone — may 
soon handle balance inquiries, service requests, funds 
transfer, bill payments and other transactions, The larger 
corporations are planning for the time when corporate fis- 
cal controllers will operate microcomputer terminals com- 
nected to their bank, Bank Negara (the central bank) and to 
government departments. 

In another development, the central bank's Kuala Lum- 
pur Automated Clearing House system began in 1984 to 
clear cheques for 
Kuala Lumpur and 
Petaling Jaya area 
banks, enabling 
local cheques to be 
cleared in one in- 
stead of three days. 
Processing occurs 
overnight, with 
cheques cleared 
twice a day. 

The changes in 
electronic banking 
are linked to the 
central bank's 
growing interest in 
raising bank pro- 
ductivity and spe- 
cialisation. Deputy 
governor Dr Lin 
See Yan has urged 
closer measure- 
ment of staff pro- 
ductivity by com- 
parisons with bank 
assets, revenue, expenditure, staff costs, net pre-tax profits 
—all ona “per employee" basis. Improved specialisation of 
bank services is a pet interest of central bank governor- 
designate Datuk Jaafar Hussein, who now serves as May- 
bank’s chairman and as chairman of the Association of 
Banks, the industry’s formal lobby 

Meanwhile, in Thailand, a virtual race is being run 
among various competing banks to install ATMs. The 
machines, first introduced by the Siam Commerical Bank 
two years ago, proved highly popular, and other banks 
quickly followed suit. 

Concerned over excessive machinery imports on the one 
hand and the possible long-term effect on employment 
prospects in banks on the other, the central bank, Bank of 
Thailand, issued a set of directives last December which es- 
sentially require at least three banks to pool the ATM ser- 
vice and for each group to have no more than 50 machines 
operating outside normal banking hours. By March, 12 of 
the total 16 Thai banks had matched up into four groups 
with a total of 178 machines п 
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Tokyo turns its big guns offshore 


By Charles Smith in Tokyo 


fter three years of hesitation, Japan's financial autho- 
A finally seem to have decided to press ahead 
vigorously with the idea of creating an "offshore" 
market in Tokyo that would supplement, if not rival, exist- 
ing markets in Hongkong and Singapore (to say nothing of 
London and New York). A special subcommittee of the 
Ministry of Finance (MoF) committee on foreign-exchange 
transactions began hearings in April on the offshore mar- 
ket idea and is expected to reach a conclusion by November 
this year, in time for any necessary changes in the system 
under which Japan taxes overseas bank lending to be in- 
corporated in the 1986 budget. 

Until the committee completes its hearings the govern- 
ment will theoretically remain uncommitted, but senior 
MoF officials have been saying for the past two months that 
they strongly favour proposals to bring offshore transac- 
tions to Tokyo even if this involves initially painful changes 
in the rules and regulations applied to domestic banking. 
Japanese banks also appear enthusiastic about the idea, 
though foreign bankers claim to be sceptical. 

The idea of setting up an offshore bank market in Tokyo 
which would operate outside domestic controls on interest 
rates was first mooted in 1982 by a former vice-minister for 
international affairs in the MoF, Takashi Hosomi. In a re- 
port drafted after a tour of overseas offshore centres by an 
offshore banking survey mission which he headed, Hosomi 
argued that a Tokyo offshore market comparable to the 
London Eurodollar market would provide opportunities 
for foreign banks that were absent in the domestic yen mar- 
ket, and thus do something to lower the level of foreign 
frustration with the tightly regulated Japanese system 

The Hosomi report was widely discussed in Japan's fi- 
nancial community during the first half of 1983 but was 
eventually shelved, largely because it was thought a Tokyo 
offshore market would be an unnecessary and possibly un- 
welcome addition to the two offshore dollar markets al- 
ready in existence in Hongkong and Singapore. 

A major difference between the Hosomi proposal and the 
recently unveiled MoF plan for an offshore market is that 
the market would deal mainly in yen, rather than in US dol- 
lars, and would thus represent a net addition to offshore 
trading facilities in Asia. The second major change that has 
oecurred over the past three years is, of course, that 
Euroyen trading in centres such as London has got under 
way — in part thanks to the more liberal view taken by 
Japan's financial authorities of Japanese bank involve- 
ment in such markets. 

MoF officials believe that the London Euroyen market 
has now attained a size of ¥4-8 trillion (US$16-32 bil- 
lion) in terms of total outstanding assets. At this level the 
market is admitted to be a "baby" compared to the London 
Eurodollar market, or even the New York international 
banking facility (IBF), where outstanding balances are es- 
timated at around US$300 billion. The MoF, however, says 
that the growing use of the ven in international trade 
should mean rapid growth from now on. 

It thinks growth will be even faster if the offshore yen 
market is brought home to where it “really belongs" — to 
Japan. The establishment of an offshore market in Tokyo 
would mean the start of 24-hour trading in Euroyen, the 
МОЕ points out, ending the current situation under which 
Japanese banks making offshore loans during Tokyo busi- 
ness hours have to assume an overnight risk because of the 
London market's closure. 

МОЕ officials also attach importance to the opportunities 
that small Japanese banks would gain from the existence of 
a Tokyo offshore market dealing in Euroyen. Local banks 
without branches in London or New York frequently have 








difficulty in transacting international business for their 
customers at present, the MoF says. By opening accounts in 
a Tokyo offshore market they would be able to handle such 
business at very little extra cost (though to fund loans in the 
offshore market such banks might still be dependent on 
larger banks which do maintain overseas branches). 

In order to create an offshore yen market in Tokyo, the 
MoF expects to have waive the 20% withholding tax that 
currently applies to loan transactions denominated in yen 
in which the lender is a Japanese bank and the borrower a 
non-resident of Japan (so called in-out transactions). Other 
"carrots" for participants in the offshore market would in- 
clude the abolition of stamp duty on loan documents and of 
deposit-insurance requirements that apply in the domestic 
market. The abolition of reserve requirements on transac- 


Ministry of Finance: a new plan. 








tions between non-residents would be another feature of 
the market, but this is admitted to be less important than in 
New York, where reserve requirements on domestic bank- 
ing transactions are much higher than in Japan. 


oF officials say it is unlikely that banks operating 
Me the offshore market would receive any waiver 

on corporate income tax, which works out at high 
real rate of 57% in Japan. But there is a possibility that 
Tokyo municipal taxes, which are levied according to the 
number of staff employed by an enterprise, might be lifted. 
One reason for this is that Tokyo is likely to find itself in 
competition with Osaka to attract offshore yen business. 
Osaka’s city authorities have already indicated that they 
are ready to bid for the establishment of an offshore market 
by offering substantial concessions on local taxes. 

For foreign banks already active in the London Euroyen 
market (as well as in fledgeling offshore yen markets in 
Hongkong and Singapore) the package of tax inducements 
being considered by the Japanese authorities looks dis- 
tinctly unimpressive. The municipal tax breaks likely to be 
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e no likely to bi ат; 
and state taxes for parti 





New York 
higher in Japan than in Britain. 


Because'of the tax differentials, one Britt | ker 


claims that he would be “nuts” to book loan transa sin 
Tokyo which could just as well be booked in London. Ja- 
panese banks, however, seem to take the view that Tokyo 
will turn out to be the natural centre of an offshore iyen 
market for the simple reason that Japan is the home coun- 
try of the currency in question. The enthusiasm of major 
banks for the offshore market could well mean that predic- 
tions of its success will be turn out to be self-fulfilling — 
especially if Japanese banks feel that by giving full support 
to the market they will be acting in accordance with the 
wishes of the MoF. ДО 
An important question about the Tokyo offshore market 
that has yet be settled is whether it will include securities 
or, like the New York IBF, will observe the rigid distinc- 
tions between banking and securities that still exist in the 
domestic market. One major Japanese bank admits that it 
has already decided to locate its offshore market headquar- 
ters next door to its securities department in its Tokyo head 
office in the hope that sooner or later it will be possible to 
“demolish the wall" between them. Most other banks seem 
to feel that strong opposition from the politically influen- 
tial securities industry will make it hard to merge the two, 
at least to begin with. 
Japanese officials seem confident they will be able to 
open an y rds market in Tokyo without inviting leakage 
etween the essentially free transactions in Euroyen and 


the domestic market, in which interest rates on small and 
medium deposits are still tightly regulated. A senior execu- 
tive at the Bank of Tokyo points out that “virtually no leak- 
age” seems to have occurred between domestic markets in 





the United States and the international banking facilities 
operated in New York and elsewhere. 

;Arbritage between unregulated markets within Japan's 
domestic system, such as the call market, the certificate-of- 
deposit market and the bill market, will be possible but this 
is already so;as far as the London Euroyen market is con- 
cerned. What may change is that small Japanese banks will 
beable to switch funds between domestic free markets and 
the Euroyen market more easily once the market is located 
in Tokyo. 

Supporters of the Tokyo offshore-market idea say the 
market will represent a big step towards full inter- 
nationalisation of the yen and hint that it may create a situ- 
ation in which Japanese economic policymaking becomes 
less painfully subject to moves in the yen-dollar exchange 
rate. The fact; that the creation of an offshore market in 
Tokyo is something;Japan thought of for itself (rather than 
something demanded by Washington) appears also to have 
given the idea. a:special attraction to many of those in- 
volved. What is-ironical is that the MoF may now have to 
work very hard to sell its proposals to foreigners, п 
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Foreigners 


twice about the 






By Bruce Roscoe in Tokyo t 
hile Japan's move to open up its trust-banking Ой 
market to foreign banks represents a major step to- | 
wards full capital-market liberalisation, foreign _ 
banks are now beginning to become pessimistic about the — 
chances of turning a profit in the Japanese trust business. 
Last year the Washington lobby for trust-banking liberali- 
sation in Japan put considerable pressure on Japan's — 
Ministry of Finance (MoF) to permit foreign banks a share _ 
of the trust market, the fastest growing of any in the world 
and second only to the United States in terms of fund vol- 
ume which in 1984 reached ¥14 trillion (US$53 billion). 
Japan succumbed to liberalisation at meetings of the 
Japan-US Yen-Dollar Committee in May last year, but only 
partly so. After agreement on liberalisation had been 
reached in principle, the MoF decided that it would allow 
the entry of only eight foreign trust banks. Further, foreign 
applicants, to qualify for licences, had to have an outstand- 
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ing pension-fund business of ¥1.2 trillion, the current - 
average of the eight Japanese trust banks’ balances. This — 
stipulation effectively ruled out nearly all but the major US _ 


trust banks (though the MoF provided a loophole of sorts: 
foreign banks could add pension funds held abroad to those 
in the home account). 

When the deadline for applications passed at the end of 
March it became clear that even eligible US banks, which _ 
previously had been optimistic about cracking Japan's — 
trust market, were beginning to have doubts. And it ap- _ 
peared that much of Washington's political squeeze had — 
been applied without a substantial investigation on the 
part of US trust banks of the viability of managing Japan- | 
ese pension funds 

Banks which reportedly have made applications are 4 
Bankers Trust Co., Morgan Guaranty Trust Co., Citibank, 7 
Chase Manhattan Bank, Chemical Bank, Manufacturers | 
Hanover Trust Co., Barclays Bank, Credit Suisse and 
Union Bank of Switzerland. Bank of America and Security | 
Pacific National Bank dropped out. National Westminster | 

| 
ү 


des 





Bank and Deutsche Bank, once keen to apply, are said to 
have changed their minds. The MoF says it will announce 
the winners in May or June. 

Some of the US banks may well in the end have gone J 
through with the applications at least to an extent oul Of — 
political obligation: once Japan opened the door, a decision | 
not to enter could have jeopardised the push for liberalisa- _ | 
tion in other capital-market areas. Why this sudden turn- | 
around, after a prolonged political battle to pry open the | 
market? і 

Although none of the banks apparently interested would __ 
even confirm whether it had applied for a licence, one 
European bank agreed to give the REVIEW details of why it 
decided against filing an application: from the beginning, 
the prospects of doing well in thetrust market appeared ex- 
tremely daunting. This particular European bank, before 
conducting its own study of the market, obtained access to 
a survey completed by a Japanese trust bank which sought 
to determine how well competing foreign trust banks were 
likely to perform. 

To do this, the trust bank surveyed its own chances in the 
market, assuming that it would begin trust banking in 
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Japan this year. The bank concluded it would not be profit- 
able for at least 10 years. An executive of the European 
bank agreed. "There's no money in it. Or if there is, it is 
doubtful where it's going to come from," he said. There is 
no disagreement on growth forecasts for the trust market, 
which is set to double in volume each year for the next 10 
years — largely because of explosive growth in corporate 
pension funds that must accompany a rapidly aging society 
— to hit ¥60 trillion by 1995. 

But this astronomic growth, according to the European 
bank's survey, will almost entirely be generated from exist- 
ing, not new business. This means that foreign trust banks 
will have to steal pension-fund business already locked up 
by Japanese trust banks. That is bound to prove a task of 
herculean, if not impossible, proportions. “We have prob- 
lems enough lending to Japanese companies without trying 
to get them to lend us some of their pension funds," the exe- 
cutive said. 

For this reason, some Japanese trust banks became hesit- 
ant to enter into a joint venture with a foreign trust bank, 





in Japan and it is doubtful whether Japanese companies 
will readily reshape their five-year syndicates simply to ac- 
commodate the foreigners. 

Among other arguments for not seeking a trust banking 
licence is the point that, if Japan in the space of 10 or so 
years is going to liberalise its financial markets totally, why 
should a bank apply for a licence now, and commit the 
necessary capital, when the market is still tightly re- 
stricted? And in any case, without a trust licence, foreign 
banks are able to manage corporate and individual invest- 
ment trusts which make up about 60% of the trust market 
and show growth as high as that for the pension-fund sec- 
tor. 


for not entering the market is also the least obvious. 

It is staff. The MoF requires that, to gain application 
approval, foreign trust banks must employ staff with a high 
degree of experience in trust banking in Japan. Only Ja- 
panese trust-bank managers fit this bill. Some recruitment 
agencies which initially promised that they could find suit- 
able staff later became less confident. Most Japanese trust 
banks were reluctant to second their staff to competitors. 
Moreover, the staff almost certainly would not speak Eng- 
lish. Competent English-speaking staff might be available 


В ut, the most compelling reason foreign banks have 
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pensioners; bank workers: trust funds are booming, but there are problems. 


one of two modes of operation the MoF decided to permit to 
foreign trust banks (the other was a wholly owned sub- 
sidiary). Although seemingly amenable to joint-venture- 
style operation at first, once some Japanese trust banks had 
finished their own studies, they realised that a joint venture 
could result only in losing a share of the trust business. 

In the event that a foreign bank chose to establish a 
wholly owned subsidiary, it would still need to enter into a 
commercial arrangement with a Japanese bank in order to 
pay out the pensions, taking advantage of Japanese banks' 
nationwide branch networks. Further, the MoF had de- 
creed that the foreign subsidiaries had to be capitalised at 
X1 billion, of which, under current banking regulations, 
only up to 10% could be lent. “If before we had lent ¥10 bil- 
lion to a company, now we could lend only ¥100 million, 
and we would not be allowed to incorporate our branch 
into the subsidiary,” the European executive said. 

The European bank’s study also found that Japanese 
pension-fund management syndicates, until very recently, 
could be changed only once every five years, meaning thata 
foreign bank newly entering the market might have to wait 
several years before it could get a slice of the trust business. 
The MoF has now changed this rule to one year, but the 
change could be cosmetic. Banking customs change slowly 
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from some Japanese banks’ international departments, but 
such personnel would lack sufficient experience of trust 
banking. 

There is also concern over the fee structure in Japan- 
ese trust-fund management. Japanese fund-managing 
banks charge, on cumulative balance, a fee from 0.6% 
to 1.8% for an average of 0.8%. Once foreign banks enter 
the trust business, they will have to set fees far below 
that level to compete. If the fees are cut to the 0.1% 
level, however, the foreign banks will have to generate 
eight times the volume of business of Japanese trust 
banks to become profitable. The star of profitability fades 
even further when one considers the fact that usual- 
ly around 40-50% of the average 0.8% commission charg- 
ed by a Japanese fund managing bank is absorbed in 
costs. 

Now that the trust market has to an extent been 
liberalised for foreign banks, the MoF can expect to come 
under a great deal more pressure from Japanese city banks 
and securities companies, which for some years have been 
lobbying for trust licences. Many foreign bankers in Tokyo 
believe the MoF must eventually give in and, once that hap- 
pens, according to one foreign banker, “the competition 
will be so fierce foreign banks won't have a show.” п 
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Our international banking connections 
make us even more attractive. 


First Hawaiian Bank. Surrounded by beauty 
And supported by a strong international division 
with world wide connections and direct ties to 
financial institutions throughout the rest of the 
United States. We're the oldest, most innovative 
bank in one of the most beautiful, yet 
cosmopolitan places on earth. 

If business brings you to Hawaii, business 
sense will bring you to First Hawaiian Bank. 
The financial bridge between East and West. 
For further information, contact: 

First Hawaiian Bank, International 
Banking Division, P.O. Box 3200, 


Honolulu, Hawaii 96847 


Telephone (808) 525-8851 
FIRST HAWAIIAN BANK 


We say yes to you Member FDK 


Overseas offices: Guam-Agana, Dededo * Tokyo * 
Grand Cayman, B.W.I 








Last year, Bankers Trust 
arranged lease financing of more 
than $2 billion in equipment value 
in big ticket transactions. And for 
two straight years, we have arranged 

more leveraged leases 


Retirement income for teachers in 
many states will come from the 
billions of dollars that our 
Investment Management Group 
manages for public fund clients. 
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world's leading cor- 
porations and public 
entities were entrust- 
ing our Investment 
Management Group 
with their employee 
benefit and pension 
assets...ina per- 
suasive tribute 
both to our finely 
tuned investment 
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One bank is the leader 


in leveraged leasing... 
and in pension fund 
management, too. 










products and to our global invest- 
ment skills. 

The numbers are large. Their 
significance is larger still. They’re 
clear evidence of the success of 
Bankers Trust’s new banking con- 
cept: merchant banking. 

Merchant banking combines 
the lending capability and breadth 
of non-credit services of a com- 
mercial bank with the intermediary 
skills and entrepreneurial spirit of 
an investment bank. 

Merchant banking, as con- 
ceived and implemented by 
Bankers Trust, can provide your 
company with the widest possible 
array of banking services. These 
include both commercial banking 
services and investment banking 
services. 

In today’s complex financial 
environment, there is little advan- 
tage in dealing with a bank that 
offers you only a limited range of 
financial options. A bank that 
concentrates on lending alone, 





Bankers 


for example, is likely to belessthan nearly $3 billion 
expert in alternative forms of fi- outstanding. Only a 
nancing. And less likely togive you handful of invest- 
unbiased advice about those alter- ^ ment banks—and no 














natives. commercial bank— 
Which is why more and more exceeds this volume. 
companies are turning to Bankers Swaps. In just two 


Trust. The many services we 
provide—expertly and eco- 
nomically— include: 

Trade banking. Our ability 
to take advantage of government 
insurance programs in structuring 


years, Bankers Trust has 


become one of the universally 


export financing gives our clients acknowledged market leaders in 
a distinct edge in importing and currency and interest-rate swaps. 
exporting. We complete an average of more 
Private placements. Last than one deal every day. Japan Air Lines, the world's 
ее largest international carrier, is 
year, Bankers Trust completed over Loan participations. Euro- chin Gi Bub Tecate uaa 
$2.2 billion of corporate private securities. Futures. Public finance. important lease financing clients. 
placements, master notes and Our list of merchant banking ca- 
medium-term bank CD's, position- — pabilities goes on and on. It offers 
ing us among the leaders in this you a wider range of options than 
form of financing. any other form of banking. 
Commercial paper. We were If you'd like to explore any or 
the first of the money center banks ^ all of these options, come to the 
to act as agent for commercial bank that can best explore them 
paper. Our customers now have with you: Bankers Trust. 


ABankers Irust Company 
Merchant banking, worldwide. 





THE DOMED HILL AREA OF BURGAN WHERE CARAVANS USED TO STOP 


We took our name from the hilly 
area of Burgan where once caravans 
used to stop on their travels in the 
Arabian Peninsula, and where the first 
and largest oil field was discovered. 

So Burgan not only stands for the 
countrys past tradition, but its present 
prosperity too. In our case, it also 
stands for something else, a progres- 
sive attitude that is definitely looking 
to the future. 

And that's something we believe 
is a very important quality in a bank. 








After all, a bank's success is often 
dependent on its ability to spot future 
business potential. Our success is proof 
of us having that ability. 

So, if you need a forward looking 
bank, talk to us. 

At Burgan Bank we can help with 
contract or project financing, trade 
financing, loans, fund management, 
foreign exchange and a full range of 
other financial services. 

Whichever you need, use us once 
and you'll never look back. 


$ O کلک تر‎ 
BURGAN BANK; i 


THE KUWAITI BANK THAT LOOKS TO THE FUTURE 


Clearing the 
decks for life 
after 1997 


By Liz Carver in Hongkong 


n almost contemplative mood prevailed in Hongkong's 
Ач community in 1984, with the territory's 
bankers spending as much time peering into the fu- 
ture as glancing over their shoulders. The year saw the ap- 
pointment of anew banking commissioner, the formulation 
of new banking regulations and a declaration of intent to 
preserve Hongkong as a finance centre well into the next 
century, after China regains control in 1997 

Hongkong's de facto role as a banking window into 
China was formalised with the Sino-British joint declara- 
tion on the territory’s future. As a special administrative re- 
gion (SAR), Hongkong will have considerable autonomy: it 
will retain markets for gold, foreign exchange, securities 
and futures; free flows of capital will be permitted, and the 
local dollar will continue in circulation as a convertible 
currency. The new SAR will also be the gateway for lending 
into China, which has no banking centre of comparable 
sophistication. 

Almost simultaneously with the September initialling of 
the agreement (and after months of rumours), the Hong- 
kong Government appointed a new banking commissioner. 
He is Robert Fell, who had served as securities commis- 
sioner. His appointment followed widespread criticism of 
the level of supervision of the territory's banks and deposit- 
taking companies. The appointment, and the revised regu- 
lations, were ways of tightening the supervisory net. Both 
can also be seen as part of a process of getting Hongkong 
accustomed to à more controlled financial environment 
after 1997. 

China is broadening its own banking operations and 
looking with interest at securities markets, but it is un- 
likely that it will move so far or fast that the “anything 
goes" philosophy which held sway in Hongkong in the early 
1980s will be accepted. Seen in this light, things which did 
not happen in 1984 were also significant: for one, the oft- 
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rumoured unpegging of the local dollar to its United States 
counterpart. There were few complaints about the link in 
the uncertain months before the accord. But almost as soon 
as the agreement was initialled, the link began to draw 
criticism for hurting Hongkong’s trade (though exports 
rose 17% and re-exports 30%, with imports up 15%) 

But monetary officials had little to say, and it soon be 
came clear that there 
was no intention of 
breaking the link any 
time soon. Bill Brown, 
area general manager 
of Standard Char- 
tered Bank (one of the 
territory's two note- 
issuing banks), told 
the REVIEW he is 
"quite sure it [the 
link] is permanent.’ 
The only change he 
can see is, possibly, to 
a basket of currencies 
should the US dolla 
become unstable 
Given the size 
Hongkong economy 
and the dominant in 
fluence of uncontrol 
lable external factors 
the link has a continu- 
ing role, he said 

Brown expects 
Hongkong's trade will 
grow, but gently, in 
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‘1985 and trade financing with it. However, this type of 


lending, seen a year ago as one of the most promising areas 
of ing : for 1984, did not match the growth of local trade 
last year. Lending to finance Hongkong's visible trade was 
up only 10.1% at the end of 1984 from the same time a year 
earlier, though financ ing for trade transactions not touch- 
ing Hongkong rose 54.1% 

D. K. Patel, manager of economic research for the Hong- 
kong and Shanghai Banking Corp. (HSBC), believes the 
main reason for the failure of trade finance to increase in 
line with trade lies with the growing importance of the 
China trade to 
Hongkong. Many 
transactions in- 
volving China are 
financed by letters 
of credit (LCs) 
from China, and 
are not reflected in 
Hongkong bank- 
ing statistics. In 
addition, a good 
deal of inter-com- 
pany trade goes on 
across the border: 
that is, Hongkong 
firms send goods 
into China for pro- 
cessing. These 
movements are 





counted in the 
trade figures 
under both ex- 


ports and imports 
as they move each 
way (though there 
is no separate 
category for re- 
imports, and thus 
no way of measur- 
ing them), but do 





not usually re- 
Brown: worries about Japan. quire: any fi- 
IT nance. 


A third reason for slack trade finance is the strong de- 
mand from overseas markets, which, rather than creating 
the need for more Hongkong financing, paradoxically re- 
duced it. Hongkong exports, at least in 1984, operated ina 
sellers' market to such an extent that local manufacturers 
could insist on LCs from their importers, or cash ad- 
vances. As for the increased level of finance for trade not 
involving Hongkong, Patel believes that reflects the in- 
creasing role of the territory as a trade-finance centre for 
middlemen. 

The strong growth in trade also failed to generate more 
demand for industrial finance, with manufacturers' strong 
cash flow lessening their need to borrow. The uncertain 
stockmarket also demanded less credit: lending to brokers 
fell to HK$1.36 billion (US$175 million) by December from 
НК$1.4 billion a year earlier, 

Lending of all kinds trailed deposit growth (up 7.676 in 
1984 against a deposit gain of 26.175). A prime factor was 
political uncertainty; which sapped local investment. 
Another contributor was a local prime rate which rose to 
17% in July, declining since to about 9.5%. Banks also saw 
a tougher sovereign-lending market, as borrowers became 
more reluctant. That meant reduced margins and efforts to 
devise newer instruments to get business. 

Credit demand is expected to rebound as the domestic 
economy continues to strengthen, in the view of brokers 
S.G.W arburg, Rowe & Pitman, Akroyd (Far East). "The con- 





tinuing recovery in v ding will gradually 

up many previously cà ET debt-free bal M 
sheets," the firm dba dn e lower cost of borrow н 
ing together with thei imprgving business conditions should 
help reduce credit risks to'bankers. " ; 

But slack lending іт 1984 alongside а burgeoning deposit 
base cut bank profits: HSBC reported a 4% gain in profit 
(after taxes and transfers to inner reserves) in 1984; Bank of 
East Asia (BEA) said its profit (after taxes, depreciation 
and transfers to inner reserves) rose less than 3% in the 
same year. Local banks are still getting over the combined 
effects of the recession and the property collapse, and in 
Brown's view, 1985 will be a consolidation year. His out- 
look is shared by Fell, who has forecast a return to profita- 
bility for banks by the end of 1985. 

As though its domestic troubles have not been enough, 
Hongkong has also found its formerly unassailable position 
as Asia’s main financial centre facing serious challenge. 
Moves to open up the Australian and, more important, 
the Japanese financial markets have Hongkong bankers a 
bit worried. Brown does not believe Australia will find it 
that easy to topple Hongkong, as geographical isolation 
will inhibit Sydney’s growth. But Japan is somewhat like 
the elephant w hich sleeps wherever it wants: “If Japan de- 
cided it wanted Tokyo to be the Asian financing centre, 
there would be little to stop it,” said Brown. 


he financial ears of Hongkong, however, are clearly 
T tuned to China. China-based banks have been playing 
a more active role in Hongkong in all areas of whole- 
sale and consumer banking (with the possible excep- 
tion of sovereign 
lending, where the 
Chinese banks have 
been participants 
but not particularly 
aggressive). At the 
same time, local 
banks are broaden- 
ing their business 
in. China: HSBC 
and BEA areamong 
the four foreign 
banks with branch- 
es in Shanghai 
which were given 
permission in 1984 
to take deposits 
and make foreign- 
currency loans. 
Lending to Chi- 
na, or the possibil- 
ity of it, is still a 
prime draw for for- 
eign banks to open 
in Hongkong. Even 





the financial-fu- 
tures exchange, 
which hopes to 


open tradethis year 
with a range of 
monetary and com- 
modity contracts 
planned or under 
discussion, has 
Chinain mind. Ex- 
change chairman 
Kim Cham has said 
he hopes Chinese 
organisations and 
corporations will 
use the exchange's 





agricultural fu- 
tures for hedg- 
ing their export 
prices. п Fell: атей а return to profit. 
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A dose of regula 


By Anthony Rowley in Hongkong 


series of finance-company collapses around the end 
A of 1982 and the need for a government rescue of the 

Hang Lung Bank were not simply the result of un- 
controlled credit expansion in Hongkong or of the property 
boom and bust. They highlighted acute mismanagement in 
some cases and outright fraud in others. Not only did the 
system of prudential supervision fail to detect such prob- 
lems: through its emphasis on confidentiality of official 
statistics, it actually hindered investigation of suspect in- 
stitutions. 

Heads rolled, or at least one did: that of Colin Martin, 
who resigned as commissioner of banking and deposit-tak- 
ing companies (DTCs) in favour of Robert Fell, former com- 
missioner for securities. A small team from the Bank of Eng- 
land was called in to look at how banking supervision could 
be tightened up, and a Bank of England man, Richard Far- 
rant, was seconded as adviser to the commissioner of bank- 
ing. All this has now borne fruit in the form of comprehen- 
sivereform proposals, published at the end of March. 

Fell is sensibly proposing that, given the sheer size and 
diversity of the banking and DTC sector in Hongkong — 
there are nearly 150 licensed banks and around 350 DTCs 
— there is no point in trying to enforce one set of rules 
rigidly against all institutions. His point is underlined by 
thefact that the banks and quasi-banks do everything from 
syndicated offshore jumbo loans to taxi finance and other 
small-ticket business. And they range from branches of in- 
ternational banks and world-size local banks to relatively 
tiny finance companies. 

For instance, while Fell and his team at the banking and 
deposit-taking commission are pushing hard for some re- 
striction of how much an institution can lend in relation to 
its permanent resources — a capital-to-assets ratio — they 
are suggesting a range of anything between 8% and 20%, 
depending upon the institution involved. Fell wants to ex- 
tend this principle of flexibility much further. He would 
like to-have a wide area of discretion to operate in — a 
"grey" zone as he terms it — where he can move against a 
suspect bank or DTC without having to get prior approval 
from a higher level, if he deems it in the public interest. At 
the same time he acknowledges a need for the commis- 
sioner himself to be more accountable publicly. 

There is a clear need for such flexibility. Such was the 
former banking commissioner's insistence upon confiden- 
tiality of the information his department collected from 
banks and DTCs (beyond providing an anonymous synthe- 
sis for monetary statistics) that investigations into sus- 
pected criminal activities at various institutions around 
the time of the recent banking crisis were severely ham- 
pered. 

And as things stand at present, the commissioner cannot 
attach a condition to any bank's licence, restricting its 
lending or curbing its management, without going through 
the lengthy and public process of getting an order of the 
Governor in Council. By that time, as Fell succinctly puts it, 
the bank could be bankrupted. So, he wants the principle of 
discretion or greyness enshrined in the black and white of 
the banking ordinance. 

There is some considerable way to go before the reform 
proposals become law. They haye been distributed to every 
bank and DTC for comment by the end of April and then 
have to go before the industry-elected banking and DTC 
associations and the government-appointed advisory com- 
mittees for each class of institution before they get onto the 
statute books. That is unlikely to happen before the end of 
the year, though Fell claims that the resilience which the 
banking and DTC sector as a whole has shown since the 
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tion — 
with one Fell swoop 


crisis of 1982-83 
proves that there 
is ample time for 
measured rather 
than hasty reform. 

The proposals 
take the form 
of five discussion 
papers and cover 
the general frame- 
work of supervi- 
sion; capital ade- 
quacy; liquidity; 
the role and con- 
tent of monthly 
statistical returns, 
and examinations 
and audits. Other 
matters, such as 
the possibility of a 
deposit-insurance 
scheme (which 
some DTCs favour 
to restore the 
sector's tarnished 
image) and the 
powers of the 
commissioner to approve major shareholders of banks and 
finance companies are under discussion for action at a later 
stage. 

A capital ratio is the most revolutionary of the proposals, 
in that no such requirement exists in Hongkong at present. 
Banks and DTCs have only to satisfy certain rudimentary 
requirements on liquidity which can be got around fairly 
easily anyway, and which certainly have not proved to be 
proof against default. As one wag put it: the ultimate il- 
liquidity is when someone runs off with depositors' money. 
That has happened in Hongkong, liquidity ratios or no. 

Now the plan is that not only should institutions have to 
keep a proportion of their deposits and other liabilities in 
approved liquid form, there should also be a limit on how 
much money they can lend (assets they can acquire, in other 
words) according to the size of their paid-in capital and re- 
serves. The Bank of England for one applies a flexible, al- 
most case-by-case approach to this and Fell seems to have 
something similar in mind for Hongkong. 

At first he proposed a ratio of 1095 flat, but various banks 
argued that this was too inflexible. Local banks are permit- 
ted to keep hidden reserves which bolster their declared 
capital base, and they felt this should be taken into ac- 
count. Some pointed out that not only do foreign banks not 
have such cushions, but they are allowed to gear up their 
assets in relation to their parents' capital abroad. And 
some Japanese banks have no paid-in capital at all in 
Hongkong. 





these institutions, the commission is now proposing a 
range of ratios between 12.5:1 and 5:1, conservative 
by international standards even at the lower end and inten- 
tionally very restrictive at the higher end to control recal- 
citrant institutions. Contingent liabilities would have to be 
counted as part of assets — a point of contention at present 
as they loom large in many banks' balance-sheets. But 
there are offsets, such as being able to count liquid assets at 
20% of balance-sheet value. 
The commission is also addressing the connected issue of 


S: as not to offend or unduly disadvantage any of 
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so-called “comfort letters" which foreign banks write for 
the benefit of their Hongkong branches, allowing them to 
get around the rule that no loan to a single borrower or con- 
nected group of borrowers should exceed 25% of the in- 
Stitution's capital. Fell wonders whether such banks al- 
ways recognise the degree of "over-trading" which such 
comfortable actions by indulgent parents permit. The com- 
mission suggests a better device would be for the banks to 
convert their Hongkong subsidiaries into unlimited-liabil- 
ity companies. 

' On liquidity, while it will always be possible to some ex- 
tent for institutions to window-dress their liquidity by al- 
tering the profile of assets on balancing day — liquidity 
comes and goes in any institution — the aim now is to pre- 
vent them blatantly “manufacturing” it. The way they do 
this at present, especially those institutions with parents 
Overseas, is to borrow and lend simultaneously in the inter- 
bank market. The inter-bank loan is counted as a liquid 
asset even though there is a matching inter-bank liability. 
When such lines are withdrawn, as they were from certain 
DTCs at the time of the 1982 crisis, the supposed liquidity 
suddenly disappears. So now it is proposed that such 
liabilities should be netted off against liquid assets in fu- 
ture. 

1 


are currently required to submit every month in 
Hongkong, the reform proposals say frankly that 
ese are not well-suited to keeping track of business deve- 
lopments and are “useless as a means of monitoring pro- 
fitability, larger, single-risk exposures and possible future 
cash flows." In place of the monthly return, a new, quar- 
terly return is proposed (with more frequent returns re- 
quired when problems arise in any institution) which 
would aim to give a more meaningful picture of what is 
going on in a bank or DTC. 
. For one thing, it would require the institution to detail 
loans in such a way as to make it obvious where they have 
been made to "financially connected or associated parties" 
as well as to the primary borrower. This should help avoid 
the sort of situation that has arisen in the past in which 
banks or DTCs have made a series of loans to connected 
persons or groups without making this clear in their re- 
turns, and thus dangerously exposed themselves — with 
trous consequences in some cases. Once the collation 
of such information is computerised by the banking com- 
mission (around the end of this year) this should provide an 
early-warning system against dangerous exposure or pos- 
sible default. 

More meaningful written returns from banks and DTCs 
should mean the need for fewer visits by banking and DTC 
commission staff to institutions in order to carry out 
periodic audits. This in turn, says Fell, would put more 
onus upon the commercial auditors who annually. vet 
banks' figures. So there will need to be closer liaison in fu- 
ture between these auditors and the commission. Fortu- 


О: the statistical returns which banks and DTCs 


nately, banks and DTCs themselves have raised no objec-. 


tions to this proposal. 


One doubt which the institutions have raised is over wher, 
dice or not the commission has the capacity (in terms of 


sheer manpower as much as anything else) to police so com- 
plex a financial community. The commission’s response to 
fhis is that it now has a sizable staff — a commissioner pre- 


siding over three assistant commissioners and some 160, 


trained accountants and banking professionials — and has 
built up a “considerable body of professional expertise and 


knowledge." In any case, it is proposed that the introduc- ; 


tion of the new statistical returns should be staggered over 


a period of time to enable banks to devise systems for.com- . 


pleting the returns, and the commission staff to become ac- 
customed gradually to the new system. п 
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some action 
By Nancy Langston in Peking 


panies with foreign bank participation in the past 

year is about the only visible activity of these institu- 
tions in China at present. Plans for some joint-venture 
banks are on the drawing board, but bankers in Peking are 
reserving judgment until the review of the joint-venture 
banking laws, which could be an- 
nounced any time, according to 
one banker citing Chinese sources. 
The content of the new laws 15, а 
closely guarded secret, but any 
joint-venture banks are likely to 
be in the special economic zones. 

There are now 63 foreign bank 
representative offices in Peking, 
according to Bank of China (BoC) 
chairman Bu Ming. But lending 
opportunities for foreign concerns 
remain as depressed now as when 
China first authorised the estab- 
lishment of foreign bank represen- 
tative offices in 1979. A sampling 
of Peking-based representatives 
indicates that the top of everyone’s 
wish list is a modest desire for per- 
mission to advise and open letters 
of credit for Chinese enterprises. 
Lending, of course, “would be 
nice,” snorted one banker, but the 
BoC's extremely low lending rates 
are so well publicised that one 
American banker commented: 
“The Chinese enterprises don't 
even try to negotiate rates down 
with us anymore." 

Total bank lending in 1984 was 
28.9% higher than in the previous 
year, Premier Zhao Ziyang told 
the National People's Congress, 
with nearly half the increase in a 
single month — December. Total 
wages including bonuses were up 
19%, and 46% of the increase oc- 
curred in the fourth quarter. 

The premier attributed these 
surges to difficulties in imple- 
menting reforms. As plans for re- 
forms of China's financial struc- 
ture and enterprise wages this 
year were being formulated in late 
1984, responsible departments 
suggested that each bank's lend- 
ing limits be based on actual lend- 
ing in 1984, Similarly, it was en- 
visioned that the system of float- 
ing enterprise wages linked to en- 
terprise profits be implemented on 
bases derived from actual wage 
totals in 1984. As a result, it is be- 
lieved some banks cut interest 
rates competitively to win more 
loan business during the last 


T he establishment of three joint-venture leasing com- 


25 APRIL 1985 e FAR EASTERN ECONOMIC REVIEW 


quarter in order to 
achieve higher 1984 
base figures. Simi- 
larly, many enter- 
prises recklessly 
increased wages 
and bonuses. 

Banks are obvi- 
ous culprits for the 
unwanted increase 
in lending and mon- 
ey supply. China’s 
banking system 
seems headed for 
more centralisation 
with the appoint- 
ment of Chen Mu- 
hua, former minis- 
ter of foreign eco- 
nomic relations and 
trade as the new 
head of China's 
central bank, the 
People's Bank of 
China. Since her 
new assignment, 
higher interest rates 
on bank deposits and loans have been announced, which 
will have the effect of dampening demand for credit and 
slowing spending. The central bank now has the brief of 
tightening overall eontrol of monetary and credit affairs. 
This new brief should suit Chen, whose centralist proclivi- 
ties were overruled vis-à-vis her efforts to centralise 
foreign trade activities last summer. 

The dismissal of BoC president Jin Deqin is a more curi- 
ous affair. The only official word of his replacement by 
Zhao Bingde as acting president was in a news conference 
with Hongkong journalists. Vice-Premier Yao Yilin said 
Jin was replaced because he gave out too many bonuses to 
BoC employees — a defiance of State Council rulings issued 
at the beginning of the year. 

The reduction of US$2.3 billion in foreign-currency re- 


Daya Bay project model: financing not yet completed. 





panded. They. are 
Hongkong’s Bank 
of East Asia, 
Singapore's Over- 
sea-Chinese Bank- 
ing Corp. Stand- 
ard-Charteréd 
Bank of Britain 
and the Hongkong 
and Shanghai 
Banking Corp 
These four banks 
can now accept 
foreign-curreney 
deposits by joint 
ventures, fully 
owned foreign en- 
terprises and Over- 
seas Chinese Con- 
cerns and can make 
foreign-curreney 
loans to them as 
well as to Chinese 
enterprises. But the 
general reaction 
among the bank- 
ing community to 
these new powers has been: "So what?" There is no par- 
ticular reason for a foreign concern to deposit or bor- 
row funds in Shanghai. There is no reason at all for a 
Chinese enterprise to borrow funds at international 
rates. 1 


ny real branch banking would have to include access 
A: renminbi for loans to Chinese groups. But even 
then, profitability would depend on the cost of ren- 

minbi funds to foreign banks. And the obvious drawback of 
a joint-venture bank would be the same as in any country 
where the host partner may exert pressure to make a loan 
the foreign partner considers risky. A superficial advan- 
tage for a foreign bank would be the opportunity to in- 
sinuate itself into the Chinese financial system so as to be 





serves between September 1984 and 
the end of last year was at least partly 
related to additional imports of con- 
sumer goods in late 1984, which, 
whether or not intentionally, would 
have soaked up some liquidity. Ac- 
cording to Zhao, however, there has 
been progress in withdrawing cur- 
rency from circulation since the 
Lunar New Year. 

According to Bu Ming, the BoC's 
foreign-exchange loans and invest- 
ments in 1984 of US$2.96 billion were 
37% higher than expected. Financing 
by foreign banks for the Pingshuo 
coal mine deal and the Daya Bay nu- 
clear-plant project has yet to come to 
fruition. The US$85 million Hilton 
Hotel project in Shanghai could well 
be the first business on the 1985 
books for foreign banks but the syn- 
dication will be led by Nanyang, one 
of BoC's so-called sister banks based 
in Hongkong. 

Twenty-three Chinese financial in- 
stitutions were approved early this 
year by the state General Adminis- 
tration of Exchange Control to pro- 
vide guarantee services. From 1979 
until now, the question of guarantee 
authorisation was a muddled affair. 
Among those authorised are the four 
foreign banks in Shanghai which re- 
cently had their banking powers ex- 
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LEASING IN 
THE LEAD 


hina leasing companies' partners 
C and equity shares (all capitalised 
at US$3 million) are as follows: 

China Universal Leasing Co.: Bank 
of China Trust and Consultancy 
Corp. (BoCTCC), 24%; Sanwa Bank, 
23%; Dresdner Bank, 23%; three 
State trading corporations under the 
Ministry of Foreign Economic Rela- 
tions and Trade, 30%. 

China International Packaging 
Leasing Co.: BoCTCC, 25%; Banca 
Commerciale Italiana, 20%; Banque 
Paribas, 20%; China National Pack- 
aging Industry Corp., 35%. 

China International Non-Ferrous 
Metals Leasing Co.: BoCTCC, 20%; 
Banque Nationale de Paris, 20%; First 
Interstate bank of California, 20%; 
China National Non-Ferrous Metals 
Industry Corp., 30%; Industrial and 
Commercial Bank of China, 10%. 

There is also a joint-venture leas- 
ing company involving Societe 
Generale, the Bank of East Asia, and 

Bank of China, but it is based in 
ong. - — NANCY LANGSTON 





ready if and when the day comes that 
full branch banking is granted to 
foreign concerns 

Meanwhile, joint-venture leasing 
companies with foreign banks have 
taken off, with China Orient Leasing 
Co. becoming the first Peking-based 
leasing company with foreign par- 
ticipation. It does not include foreign 
bank participation, but its business 
turnover since its establishment is 
hard to ignore for revenue-hungry 
foreign banks. In 1984, business turn- 
over was US$121 million, a signifi- 
cant increase over 1983's contracts 
totalling US$40 million, which in 
turn wasthree times the 1982 figure 

Leasing is attractive to Chinese r- 
ganisations for several reasons. First 
and foremost there is a 5095 duty 
exemption for leasing equipment 
For joint ventures, which get a 100% 
duty exemption for start-up equip 
ment, the leasing option is appealing 
if subsequent purchases are required 
Approval for a leasing agreement is 
considerably easier for Chinese en- 
terprises to obtain since the equip- 
ment is regarded as a rental rather 
than a sale. Leasing skirts the issue of 
trying to secure a foreign-exchange 
loan, and pre-requisites “for ap- 
proval for such loans are becoming 
stricter. o 
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By Paul Ensor in Seoul 
ince the financial scandals of 1983 and 1984, South 
S Korea's banks have been publicly acknowledged to be 
a problem area for which some well-thought-out 
remedies would have to be applied if they were to keep pace 
vith the leaps and bounds the rest of the economy con- 
ues to make. Liberalisation is the codeword for the solu- 
‘tions that Seoul's technocrats are applying, and the ideas 
behind the treatment have a broad measure of support — 
though many criticise the methods of application. 
| As the financial sector has been the chief tool of govern- 
— —ment planners during the past decades of centralised plan- 
— ning, no area of the economy needs to be freed more from 
-their control. However, asking those who have control to 
relinquish it, and expecting the banks suddenly to find a 
— sense of initiative that has not been necessary in the past is 
— atall order which will not be achieved in a short time. 
- The sector remains heavily protected and regulated, 
— Operating largely outside market forces. Interest rates are 
| set by the government, and many management decisions 
come from above. The reshuffling of presidents of the four 
largest commercial banks in February (immediately after 
— the national assembly elections) was according to govern- 
- ment wishes. Local commercial banks, as banker Whang 
Ld Chang Ki, put it, "are well aware of the principles of bank- 
_ ing, but are still not in a position to put them into practice. 
As time goes on, and the environment becomes more com- 
petitive, this should change." 

However, Whang, president of Kor-Am Bank, one of the 
` Country's two joint-venture banks (between a group of 
| South Korean interests and Bank of America), feels that 
growing contact with outside methods is already making 
- some difference. This exposure to the outside is coming 
— with the presence of foreign banks within South Korea, and 
— the increasing amount of business local banks do abroad. 

— “They are picking up the tricks of the trade, there is no 
| doubt," commented Graham Mitchell of the Hongkong and 
р ‘Shanghai Bank. In coming years, it is hoped that as local 


, 


- Capital markets are liberalised, banks will compete more 
— among themselves for deposits and loans. 
Б - But liberalisation is still in its early days. Interest rates 
— remain tightly controlled, with basic savings accounts pay- 
_ ing 10% a year and lending rates of 10-11.5%. Even this 
range in lending rates was a new phenomenon brought in 
M last year to give the banks more leeway in setting their rates 
| to different borrowers. Consolidated profits of the coun- 







1 try's five nationwide banks were up in 1984 by 137%, but 

ee this must be seen within the context of past performance 

__ which has ranged from bad to fair. 

—— South Korean banks have traditionally lent at very low 

rates to government-approved customers; as, Whang ob- 
served: "Superficially speaking, [borrowers] don't pay us 
much interest, but we cannot lend much." Not only have 
bank profits suffered as a result, but depositors and small 
borrowers have gone elsewhere, to the illegal kerb market, 
or the legal short-term finance companies for higher rates 
of return on deposits, and for loans — however costly. 

To respond to the needs of these two groups, and to bring 
the kerb market (currently estimated to be between a quar- 
Дег and a third of all loans issued) within the bounds of the 

ilaw, the short-term finance market has been nurtured in 
/ recent years. Deposits in the non-banking financial sector 
Эу grew by 28% in 1984, compared to a growth rate of 9.8% for 
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into the p banking sector. Thus, banks have been al- 
lowed to issue certificates of deposit since June 1984 bear- 
ing a 12% annual interest rate — higher than savings rates, 
but still lower than the:13.596 offered by short-term fi- 
nance companies. Beginning this March, the government is 
adding more muscle to the banks, allowing them to offer 
money-market funds bearing 13% a year. 

The government's zeal in drawing money out of the re- 
cently nurtured secondary Sector and into bank deposits 
has been criticised in many quarters. Prof. Lee Phil Sang, 
an economist at Korea University, has argued that the gov- 
ernment's approach “seems to have a very short horizon, 
with directives pouring down from above which leave the 
market unsettled at times." The most striking example of 
this approach was the outlawing of wanmae, a complex re- 
purchase agreement arranged by securities houses and 
secondary financial institutions, which carried uncontrol- 
led interest rates — running at 14.5-15% a year. 

Although it was not officially recognised as a legal trans- 
action, the government turned a blind eye to wanmae trad- 
ing, and even toyed with the idea of outright liberalisation 
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A trickle rather than 
a finance flood 


р of the South Korean Government’s push for 
liberalisation of the banking industry involves 
opening the industry up to outside competi- 
tion. According to plans announced in April last year 
(REVIEW, 10 May '84), foreign banks operating in South 
Korea will enjoy the same rights as local banks by the 
end of 1986. This pledge came after years of campaign- 
ing by the foreign banks for better access to the mar- 
ket. Currently foreign banks can lend only in foreign 
currency, and limited amounts of won raised from the 
Bank of Korea (the central bank) through a swap sys- 
tem. 

According to the schedule, the banks were granted the 
right to enter the highly profitable export-finance busi- 
ness as of 1 March. In June, they will be permitted to 
start trusts, and next year they will be given access to re- 
discounting facilities from the Bank of Korea for all 
forms of business, on a par with the local banks. 

With the first of these openings barely in place, few 
feel ready to judge whether it is working, but there are 
already some complaints that the export-financing 
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Won 1.5 trillion (US$1.79’billion), p 
demand from large firms unable to dra 
banks due to ceilings imposed to improve their financial 
positions. | 

But suddenly, wanmaeé: were’ declared illegal in 
November 1984, forcing a €risis on short-term markets. 
Among the major firms severely shaken by the wanmae af- 
fair was the Kukje Group. The wanmae shock was not the 
cause of Kukje's problems, which snowballed to disaster in 
February; it was merely another catalyst which helped to 
push an already teetering conglomerate to the brink. When 
Kukje found itself unable to pay its bills last December, it 
appealed to the government, which ordered its lead banks 
to provide emergency loans amounting to Won 138 billion. 
When Kukje was eventually broken up, it was the banks 
that took a leading role in parcelling out the group's com- 
panies. 

The banks' role in Kukje's last days and its break-up 
typify the way in which the government will continue to use 
them as its agents in the pursuit of its policies towards the 
rest.of the economy. What is different now are the policies, 
‘aimed at weaning the major conglomerates from their huge 

appetite for what have been effectively concessionary bank 
loans — according to one recent survey, the country’s top 10 
conglomerates each owe more than Won 1 trillion, and 
more than half the largest 30 groups have debt:equity 
ratios exceeding 5:1. In an effort to control borrowing by 
the large firms, the banks’ outstanding loans to the top 30 
borrowers have been frozen by government order since 
early last year; in March 1985, the list of borrowers under 
credit control was expanded to include the top 50. 
5 Controlling the appetites of the country's big borrowers 
makes sense; no figures on non-performing assets held by 
the banks due to the lavish lending of the past are available, 
but one foreign banker said: “They must run into the tril- 
lions of won." According to official figures, the five nation- 
wide commercial banks paid out Won 476.5 billion to cred- 
itors of firms whose bad loans they had guaranteed. For all 
its sense, this tightening of purse-strings may pose the 
greatest new challenge to liberalisation in the near future: 
drastic decisions regarding the flagships of the economy 
will have to be made, as was the case in the Kukje af- 
fair, and the government will have to remain deeply in- 
volved. 





business is starting with a trickle rather than a flood. 
South Korean companies' lead banks (which are all 
local) choose which banks will be the sources of export 
finance and among the 52 foreign branches represented 
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TAIWAN 


Aseries of shock 
rocks an 
archaic system 


By Carl Goldstein in Taipei ў 
тс recent loan scandal and bank runs at the Ten 






Credit Cooperative and Cathay Investment am 

Trust Co., both belonging to the Tsai family's Cathay © 
business empire, have focused attention on the mismateh 
between Taiwan's dynamic economy and an archaie financ 
cial system which is increasingly unable to move capi 
from one part of the system to another in an efficient mans 
ner. Reforms are under way which promise some improves — 
ment, but the task of modernising a structure more” 
suited to the 1950s than the 1980s or 1990s is not an easy. 
one. 
Foreign banks, hobbled by a variety of restrictions that | 
make it difficult to compete on an even footing with fheir ~ 
local rivals, are not likely to find quick relief from their 4 
troubles, which include more than US$500 топ im 
problem loans. American bankers especially appear to be 
looking to political pressure from the United States GOV | 
ernment to force faster action from the financial a | 
thorities here. As one American banker said: “You don't get 
anything without pushing,” ч 

In view of the US$9.8 billion deficit the US had in its 

trade with Taiwan last year, a succession of congressional d 
visitors has brought demands for action to lower barriers | 
to American businesses in Taiwan's domestic market — 
“National treatment," or equal access to the financial ser= 
vices market here for American banks, is one of the mea | 
sures receiving much attention. If the pressure achieves 
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in Seoul only a handful of the long-established United 
States banks have been able to pick up any of the action. 
One foreign banker complained: “This is beginning to 
look like Japanese-style liberalisation — lots of rights to 
lend, but no one interested in borrowing.” 

Alongside the new rights they will receive, the for- 
eigners will also face restrictions currently placed only 
on local banks. Most important of these is the rule that a 
proportion of loans must go to small and medium com- 
panies, starting this year with a 20% requirement, but 
rising to 35%. The foreigners have become accustomed 
to a wholesale operation involving loans to top com- 
panies, and this new rule will mean many new small cus- 
tomers will have to be found. For US banks, with their 
rigorous credit standards, this may prove particularly 
challenging. 

Some digging into the lower tiers of local business 
would probably be necessary anyway, because the local 
market is becoming more competitive as more foreign 
banks open offices (with 52 already established and five 
more due to arrive this year) and local firms and banks 
borrow increasing amounts offshore in new instruments 
such as floating-rate certificates of deposit and revolv- 
ing underwriting facilities which are frequently cheaper 
than syndicated loans. Also, in coming years, local 
banks are likely to become more competitive. 

— PAUL ENSOR 
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results, all foreign banks would probably benefit equal- 
ly.i 





D 

ne of the foreign banks' biggest headaches is the diffi- 
culty of getting adequate NT (New Taiwan) dollar funding. 
This has become crucial in recent years as US dollar in- 
terest rates have gone above NT dollar rates, with the result 
that the market for US dollar loans has virtually dried up. 
The foreign banks are not allowed to open additional 
branches, and they may not offer savings accounts with 
terms of more than six months, putting them at a serious 
disadvantage against domestic banks. 

Looked at from a variety of angles, the position of the 
foreign banks here is eroding. Even as the number of banks 
represented has grown from 12 in 1980 to 33 with the April 
1985 opening of Standard-Chartered, their share of total 
commercial-bank assets in Taiwan dropped from 9.6% at 
the end of 1981 to 5.8% by the end of 1984. Aggregate pre- 
tax profitability fell 10% in 1983, and 1984 figures should 
show a continuation of that trend. 

The foreign banks’ more than US$500 million in problem 
loans are "virtually uncollectable," in the words of one 
American banker. This figure, which represents about 18% 
of the banks' total assets at the end of January, is a conser- 
vative one that does not include possible bad loans among 
the estimated US$200 million exposure the foreign banks 
have to the Cathay group. Banking sources say the three 
banks with the heaviest load of problem loans are Chase 
Manhattan} with about US$100 million, European Asian 
Bank, at US$70 million, and Citibank, with more than 
US$50 million. 

About US$80 million of Chase's problem loans belong to 
Eddie Steamship Co., which effectively went under last 
summer. Fortunately for Chase's Taipei management, the 
funds for Eddie are said to have been arranged through the 
New York office. But part of the banks' problems stem 
from the eagerness of unwary loan officers to match the 
growth of their loan portfolios to Taiwan's economic 
growth rate. 


a failure to take sufficient account of the unreliabi- 

lity of companies' financial data. The foreign banks 
offer working-capital loans based on their analysis of 
a potential lender's business potential and management 
capability, as is the norm in most countries. All too 
often, the financial statements offered by many com- 
panies as proof of their credit-worthiness, duly approv- 
ed by a certified public accountant, are totally worth- 
less. 

Moves in the past two years by the Securities and Ex- 
change Commission and the accounting profession itself to 
improve the integrity of the system have so far failed to pro- 
duce a significant improvement in the picture. 

Many analysts feel the lack of accurate financial data is a 
key to why Taiwan's financial system is unable to serve an 
efficient intermediating function. Domestic banks, which 
are government-owned, take no chances, They provide 
mostly short-term, fully collaterised loans. While these 
civil-servant bankers manage to protect their own bottom 
lines (and their own bottoms), the result is that many com- 
panies are unable to obtain bank financing. Studies have 
shown that up to 40% of total private capital requirements 
are satisfied by the kerb market, where rates can go as high 
as 30%. 

Besides the high interest burden, the pitfalls of such 
widespread recourse to the kerb market for both lenders 
and borrowers were clearly exposed by the Cathay crisis. 
By the time the public learned the full extent of the fraudu- 
lent loans at Tenth Credit Cooperative thousands of indi- 
viduals who had lent a total of more than NT$5 billion 
(US$128.2 million) to a related company, Cathay Plastics, 


74: 


A more fundamental problem is a long-standing one: 


Tsai: still on trial. 


discovered that their money had disappeared in a maze of 
mismanagement and illegality. (Tenth Credit chairman 
Tsai Chen-chou has been convicted of passing bad cheques 
and sentenced to 15 years imprisonment, and is still on trial 
for forgery and fraud.) 

In the wake of the Cathay crisis, other major companies 
were also rocked by sudden runs by private creditors. 
Banking sources say that Tatung Co., the giant electronics 
and appliances maker, was badly hit, and that only the 
rapid infusion of funds by domestic and foreign banks 
saved the company from serious difficulties. 

Government financial authorities are talking of mea- 
sures to limit private borrowing, as the inherent instabil- 
ity of this kind of funding is now more widely recognised. 
One possibility would be to require that all private loans 
be legally registered. Currently, this debt often does not 
even appear on the company's books. Another possibility 
that has been mentioned would be to limit the amount 
that could be borrowed to a percentage of a company's as- 
sets. 

But rapid action is not likely, as some academics and gov- 
ernment economists are arguing that the kerb market is 
primarily a reflection of distortions in the financial system 
caused by rigid control of interest rates. Both lending and 
borrowing rates are restricted to a narrow range set by the 
Central Bank of China, currently 8-10%. 

Bank authorities seem to have accepted the need for de- 
regulation, but progress is slow. A new, so-called “prime 
rate" system that went into effect on 1 March gives five 
major domestic banks the right to set their own rates, but 
they must still remain within the same narrow range. 
Until banks can charge rates that accurately reflect the 
cost and risk of funds, the banking system will be unable 
to provide the capital companies need to expand and 
modernise. п 
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Midland Bank provides a г inge of international and regional 
services for custom 


in key centres throughout Asia and - 
the Pacific Basin." | 


. The ices include all aspects of foreign 
exchange and money market activities, Eurocurrency 
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AUSINALIA 


Controls are 


off and the 
race is on 


By Edna Carew in Sydney 


reedom and expansion have been the catchwords in 
E^ banking over the past 12 months. Local 

banks have won considerable ground from the dere- 
gulatory thrust that has characterised Australia's capital 
markets in the 1980s and foreign banks have won entry to 
the banking system. Technological change adds another in- 
novative strand to the market. 

Australia moves into the second half of the 1980s with the 
number of banks in the nation virtually doubled following 
the move in February to license 16 new ones. These banks 
will be operating under the same legislative conditions as 
apply to the existing trading and state banks. They will 
have to comply with federal government objectives on 
monetary policy and will come under the Reserve Bank's 
supervision. But they come into a system that has been sub- 
stantially unshackled since the day two years ago when 
John Howard, then federal treasurer, first formally pro- 
posed foreign-bank entry. 

The Labor government of Prime Minister Bob Hawke has 
moved swiftly on deregulation of the financial system. The 
banks now operate far more flexibly, with greater freedom 
to set their own interest rates and fewer restrictions on how 
they lend their funds. The only two categories of bank in- 
terest rates still under a government-imposed ceiling are 
those applying to housing finance and to the small over- 
draft, under A$100,000 (US$70,423). Since 1 August 1984, 
the banks have been free to pay interest on cheque accounts 
if they choose and have been able to tap the overnight 
money market for funds. Previously the trading banks were 
limited to raising deposits for a minimum of 14 days. Sav- 
ings banks have also benefited from relaxation of controls 
and can offer cheque accounts if they wish. 

Australian banks have taken advantage of stock-ex- 
change deregulation to buy into broking firms and have 
also become full members of the Sydney Futures Exchange. 
Radical deregulation has left the Australian banking sys- 
tem one of the least shackled in the world. 

In admitting 16 new banks, on fairly generous foreign- 
equity terms, Treasurer Paul Keating has implemented 
more sweeping reform of the banking system than had been 
expected. A year ago, in February 1984, the Martin Review 
Group (appointed by the Labor government to examine the 
findings of the earlier Campbell Committee on the Austra- 
lian financial system) had recommended the entry of about 
six new banks. However, it became clear as time went on 
that it would be impossible to hold entry down to six, from 
the point of view of trade flows and political relationships. 
It was not until close to the date of the announcement, in 
February, that hints were dropped that the eventual 
number of new banks would far exceed expectations. 

Keating's move was applauded as a realistic recognition 
of the impossible task of limiting new bank entrants to a 
mere handful. At the same time, though, many of the new 
licensees feel that they would have preferred to have been 
one of 10, rather than one of 16. They concede that it is bet- 
ter to be included in the 16 than to be left out, but from a 
competitive standpoint life is going to be far tougher than it 
would have been had a smaller number of banks been au- 
thorised. 

The Australian banking cake is now to be shared by close 
to 30 institutions — a prospect that has led to suggestions of 
a considerable degree of loss-leading over the next few 
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Hawke and Keating: moving swiftly. 








years to win market share. The existing major trading 
banks have been gearing up for foreign-bank entry for 
years, through mergers, reassessment of strategies and 
rapid introduction of new products for both retail and cor- 
porate customers. The local banks have regarded the ex- 
pansion of the banking system to include new and foreign 
entrants as inevitable. 


new entrants, and some dismay over the potential 
clout of the big players, the local banks recognise 
that opening Australia's doors is unavoidable if they are to 
continue with their expansion overseas. Allowing Japanese 
banks into Australia sparked immediate reciprocation in 
Japan, where Australian banks can now upgrade from rep- 
resentative offices to full bank status. In this context one or 
two local banks have been disappointed that no South Ko- 
rean bank featured in the list of new players, as that effec- 
tively shuts Australian banks out of that country's banking 
market, on grounds of lack of reciprocity. 
The effects of the enlarged banking system will take time 


W hile privately expressing surprise at the number of 
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Sydney Stock Exchange: now banks players. 
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nking operations will virtuall 
business — for example BT Australia aims to shift from 
merchant banking to functioning as a wholesale bank, and 
‘Citicorp Australia and Barclays Australia can run off their 
established finance-comp etwork. BA Australia plans 
to have its wholesale banking operations off the ground by 
July, and the retail side under way by next January. 

One new entrant is already in business — the Macquarie 
Bank's licence application was lodged last year and was 
treated independently of the group of 16. Thus, it started 
operations early in March. The next new bank likely to 
‘open its doors is the savings bank established by the New 
South Wales Building Society, which announced earlier 
(this year that it intends to convert to savings-bank status, 
with a view to starting operations in June. Start-up time for 
the other new banks is still not clear. 

` Discussions have been held with the Reserve Bank to iron 
out details of operations and precise terms of the bank li- 
Сепсеѕ. The new banks, including the Macquarie Bank, 
have been issued with conditional licences, rather than the 
unconditional licences held by the existing major trading 
‘banks and the Australian Bank Ltd. This means the condi- 
fions can be varied, reinforcing a requirement that the 
banks must comply with Reserve Bank guidelines on pru- 
dential supervision. 

-It has been suggested that amendments to the Banking 
Act could be in the pipeline, which would amplify the Re- 
serve Bank's authority in the context of prudential supervi- 
sion. Some aspects of existing regulations are known to be 
under review, and alterations are expected to be an- 
nounced shortly. The banks' liquidity ratio — the LGS (li- 
quid assets and government securities) convention — is 
being examined and could be altered either in name or 
composition or both. At present, the LGS convention de- 
mands that the banks maintain a minimum level of 18% of 
their deposits in a combination of cash, cash at the Reserve 
Bank, government securities and loans to authorised deal- 
ers. 

The other aspect of bank regulation under review is the 
statutory reserve deposit (SRD) requirement, which 
stipulates that the banks' maintain a proportion of their as- 
sets — at present 7% — frozen with the Reserve Bank. The 
interest rate paid to the banks on their SRDs is a mere 5%, 
so the banks would be happy to see that requirement re- 
moved and replaced with a broad liquidity or prime asset 
ratio, possibly over all liabilities. 

Expansion of the banking system has prompted a reap- 
praisal of existing banking operations, with the established 
banks keen to protect their “turf” or at least charge what 
they believe is a fair price for entry. The new banks will 
want to participate in the clearing system, which is cur- 
rently owned and operated by the Australian banks. The 
question of terms of entry for new participants was first 
aired when the Macquarie Bank proposed to clear through 
an agency agreement with the Australian Bank; this led to 
an examination of terms of entry for other newcomers, par- 
ticularly those wishing to join the system directly. 

The banks have decided on an entry fee of A$800,000 for 
new banks to join the cheque-clearing system. Non-bank 
financial institutions, such as building societies and credit 
unions, are eager to link into the clearing system; so far one 
building society, United Permanent, has established an 
agreement with the National Australia Bank which enables 
the society's customers to write cheques which will be 
cleared on an agency basis by the National Bank. The Unit- 
ed Permanent's customers will also be able to tap into the 
bank's automatic-teller network. 

For Australian banks, then, the race has begun. Banks 
will be jostling for position, competing for staff, seeking 
new premises and bringing out new products to capture 
their customers. The next five years are expected to sort out 
the wheat from the chaff and, meanwhile, the customers, 
retail and wholesale, hope to reap benefits from an increas- 
ingly dynamic system. п 
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NEW ZEALAND 


Freedom to 
flourish or 
to go under 


By Colin James in Wellington 


arely can there have been such a sudden change of 

R^» in which banks have had to operate 

than in New Zealand over the past nine months. 

From near total control, the financial community has found 

itself. with near total freedom. Big readjustments are in 
train. 

From the 1930s to the mid-1970s, banking in New Zea- 


land was tightly controlled and narrowly based, dominated — 


by the five trading banks (since reduced to four by the 
merger of two Australian-owned banks), the Post Office 
Savings Bank and regional non-profit trustee savings 
banks. In 1976 newly elected prime minister Robert (now 
Sir Robert) Muldoon began relaxing controls, culminating 
in the issue of 15 additional foreign-exchange dealers' li- 
cences in 1983 and 1984, to supplement those of the trading 
banks. 

But in 1983; in the wake of a wage-price-rent freeze im- 
posed in 1982 and in the forlorn hope of holding down both 





interest rates and growth in money supply at a time of re- 


cord budget deficit, Muldoon progressively ightened con- 
trols over the finance sector 
Ironically, Muldoon led a party which in its rhetoric de- 


clared itself to favour market forces and not government 
intervention as the appropriate determinant of economic 
activity. Yet his arsenal of weapons in the battle against 
high interest rates extended beyond direct ceilings on in- 
terest rates to enforcement of high ratios of compulsory 
holdings of government stock in relation to bank deposits 
and close surveillance of and limits on lending. He also fre- 
quently resorted to verbal threats 

Ironically, too, his measures inflated bank and finance 
companies’ profits by guaranteeing margins. Two months 
after Muldoon's election defeat in July 1984, Bankers As- 
sociation chairman Geoffery Thompson acknowledged 
that the measures had created windfall profits. He said this 
in the context of another irony: wholesale dismantling of 
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the controls by a social democratic Labour Party govern- 
ment which might have been expected to be for rather than 
against state intervention. 

Within weeks of taking office, Finance Minister Roger 
Douglas had lifted all interest-rate controls, included some 
that had remained on savings banks for four decades 
through even the temporary thaw by Muldoon in the mid- 
1970s. He then progressively removed almost all other con- 
trols, including those on foreign-exchange trading which 
had also existed for 45 years, and floated the New Zealand 
dollar. The next step — to remove the legislative barrier to 
companies in the finance field calling themselves banks — 
is under study. 

Deregulation has already blurred the boundaries. Two 
finance houses have for some time maintained shop-front 
retail operations and one of them has even called itself a 
bank through its title, Broadbank. The other, Marac, pro- 
poses to move substantially into retail banking. And it is 
not only finance houses which have moved into areas once 
reserved either for the trading or savings banks. Some 
building societies, shaped on the British model, operate 
something akin to retail banking services, including auto- 
matic teller machine cashcards. 

At the same time, however, deregulation has intensified 
the competition. Guaranteed profits have given way to un- 
certainty. There is a widespread expectation that not all fi- 
nancial institutions will survive as the trading banks flex 
their muscles. The plethora of small finance companies will 
have to develop specialist niches rather than attempt to 
Supply a broad range of services as they have done. 

The finance companies that are expected to survive are 
either the big ones such as Broadbank and Marac (though 
Marac, which lost top executive staff heavily to a new mer- 
chant bank, Equiticorp, set up in early 1984 to beat the reg- 
ulations, has been set back) and those that are attached to 
the trading banks. All four trading banks have subsidiary 
finance houses. Another with the weight to weather the un- 
certainty is NZI Finance, a subsidiary of the New Zealand 
Insurance Co. 


eign-exchange market and the floating of the local 
dollar. In the month before the float, more than 
NZ$800 million (US$363.64 million) left the country, hedg- 
ing against a fall in the value of the currency after the float 
which by then was judged inevitable in the wake of the de- 
regulatory moves, the last of which, the removal of the “re- 
serve assets ratio" (the requirement of financial institu- 
tions to hold a proportion of deposits in government stock) 
was in early February. 

It was a measure of the lack of sophistication of the bank- 
ing and finance industry that most got it wrong. They had 
drawn a parallel with the 20% devaluation of 18 July 1984 
which led to windfall gains by those repatriating funds at 
the inflated rate. The float when 
it came was a free float. The Re- 
serve Bank refused to enter the 
market to buy back New Zea- 
land currency. The rate against 
the US dollar held and even rose 
a little. The outflow had severe- 
ly depleted money supply — and 
just before the date for terminal 
tax payments, 7 March. The re- 
sult was a desperate scramble 
for funds, principally by the 
trading banks, but also by 
others, to balance books. Inter- 
est rates climbed above 500% for 
overnight money and one inter- 
bank deal was done at 75095. 
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à dding to the uncertainty is the deregulation of the for- 








Where were also warnings, ignored by Douglas, that the 
high short-term interest rates would feed into personal 
house-mortgage interest rates, with a corresponding drop 
in disposable income) “ahd political repercussions. 
Nevertheless, Douglas made the point that banks and fi- 
nancial institutions are on their own in the market. The 
Reserve Bank has continued-to stay out of the foreign- 
exchange market except to buy small amounts for govern- 
ment purposes and to monitor movements. At the same 
time Douglas, faced with continuing high, though shrink- 
ing, budget deficits for the 1985-86 and 1986-87 fiscal 
years, 15 maintaining a firm hand on money supply. 

The result is certain to be smaller profits this year, except 
among those few institutions which stayed liquid during 
the pre-float outflow and were able to lend at highly profit- 
able rates during the subsequent panic. One farm-finance 
company, for example, made NZ$40,000 a day during the 
period. 

Meanwhile, competition is also coming from abroad, 
though so far only in merchant banking. Among recent en- 
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Reserve Bank: staying out of the market. 








trants are Hill Samuel, Elders of Australia and Citibank, 
all of which have majority shareholdings in operations in 
New Zealand under à previous rule (abolished in February) 
that required a 30% New Zealand stake in any new enter- 
prises. (Three of the four trading banks are wholly owned 
overseas — Westpac and Australia and New Zealand Bank 
by Australian parent companies of the same name and Na- 
tional Bank of New Zealand by Lloyds.) 

Whether more will come is not known, though there is not 
likely to be the scramble to set up in New Zealand that pre- 
ceded the granting of 16 new licences in Australia. The in- 
terest is likely to centre for the time being on foreign-ex- 
change dealing, where New Zealand has a two-hour time 
advantage in filling the gap in trading that follows the clos- 
ing of United States exchanges and precedes the opening of 
Asian exchanges. 

It all adds up to extraordinarily fast change, in which 
some institutions are likely to come under severe pressure 
and there is likely to be widespread rationalisation. It will 
be a matter, as Bankers Association director Max Bradford 
says, of who can learn to stand on their own feet — and the 
traditional banks are well placed. п 
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London, Muscat, Muttrah, Paris, Port Said, Port Sudan, Ras Al Khaimah, Sharjah, Singapore, Tokyo (Rep, Office). 
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UAE. Head Office: 
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ie Chase Partnership at work. From left to right: Charles Adams, Chase Japan, Patrick L. North, Chase mu Nagano, Japan Leasing Corporation and Shinobu Nagahori, Japan 
asing Corporatior 


Network Investm« jankin; Electronic Banking 








A truly collaborative effort between Chase, Japan 
Leasing and their customers worldwide to put together 
the right financing package. 

One which brings the advantages of yen leasing 
to companies everywhere. 

The Chase Partnership. 

A simple but dynamic approach which enables us to 
serve you better — whatever your business. 
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The worldwide alliance of two giants of the information processing 
industry, Olivetti and AT&T, marks a new era in the fast evolving field 
of computer technology. But together they represent much more than 
leadership in information systems. More importantly, they are made up 
of people — people dedicated to helping you find successful solutions 
through a better understanding of your computing needs and through 


Olivetti products of uncompromising quality 
АТ al Today, Olivetti delivers such a product, along with all the support 


and service that others sometimes forget. 


t£ ek" Known as the M24 and M21, these top-of-the-range pedigree PCs 
e LET ES. Е are as easy to use as typewriters and run thousands of “off-the-shelf 
industry-standard application software, that help you reduce tedious 
and repetitious tasks and free you for more creative work 


Olivetti PCs — Your best link! 

In terms of connectivity and compatibility, they can be installed side- 
by-side with industry-standard PCs with the ability to handle most 
industry-standard PC programs and cards. 


They can be used as stand-alone PCs or as intelligent workstations 
linked on-line to the leading, large mainframe computers — as well as 
the AT&T 3B series operating on UNIX System V with the PC 
interface. 


Olivetti PCs — Grow with your business! 


Perhaps you have already installed terminals and mainframes, but 
are now looking at expanding. In the long run, maintaining dumb 
terminals can be very costly. Consider then, how you could profit from 
installing Olivetti PCs which can function as intelligent workstations to 
increase processing power. 


For more information on the features, functions, benefits and 
expansion capabilities of Olivetti PCs, call Flora. Hong Kong 
5-665211, Kuala Lumpur (03) 227188 or Singapore 7375111. She'll 
soon arrange for a demonstration to show how Olivetti PCs can help 
you increase your productivity. Alternatively, you can fill in this 
coupon and mail it to vour nearest Olivetti office. 
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Simply tick appropriate boxes and mail this coupon 


Please send me more information on the Olivetti PCs. 
I would like to see a product demonstration. 


"Тат planning to buy a PC in the next 





L1 З months ] 6months 12 months 
*| will require Г] lunit 10 units 
20 units 50 units 100 or more 
Name: E 
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Company Name & Address: _ 














Nature of Business/Industry: 
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Telephone: — - FEER/04/85 


Gets on with more 


HONG KONG: Olivetti (Hong Kong Limited 
S/F Citicorp Centre. 18 Whitfield Road. Causeway Bay, Hong Kong 
MALAYSIA: Olivetti (Ma Пауза) Se dedican Be rhad, Wisma ATAS.: 1 Jalan Melaka. K wala Lumpur 
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Japan's largest asset: 























30,000 — Perhaps the single Las st resource that has made Japan the economic 
2 wes n power it is today is its people; and those people have chosen to make DKB 
5000 —— mon ven NEED Japan's largest bank. with | assets of more the an | USS $126 billion. The reason? 
No bank better understands the hearts and minds of f the japanese people or 
20.00 


Japan's financial world. How? Through DKB's vast domestic branch network that 
maintains close financial relations with almost all of the leading national 





15,000 companies. This network has led to DKBs becoming the bank chosen by one out 
of every two foreign or foreign-affiliated companies in Japan for sophisticated 
0.000 


ne d D. 99 A ge financing and up-to-date data on the Japanese scene 
If you're interested in putting DKB's epar and capabilities to work for you, 
тае your nearest DKB office. DKB maintains offices іп more than 45 major 
financial centres throughout the world 
DKB: the international bank in the heart of the Japanese financial world 


We have your interests at heart. 


DAI-ICHI KANGYO BANK 


Network in Asia: 
E Branch: No. 23, Sec. |, Chang-An East Road, Taipei, Taiwan Seoul Munch KAI 
Kore 1 Singapore Branch. 16, Ratfles Quay. # H 1 ; Bldg é 


Queen's Road. Central. Honc } Jakarta Representative Office. 1 


Bidg ё Ka, Namdaemun- *hung-k 
nie Kong Branch: 4t 














Kuala Lumpus Representative. Office 5th Fl Mui Plaz Kua 1 1 Bangkok Representative 
Ошсе: | 5th Flo 1i J. 14 I К 5 4 Beijing пасон Office Rooms 2058 & 60, Beijing 
pl eput ot 1 Shanghai Representative Office: Jinjiang Club. Room I 
8 People’s Republ 1 1 Subsidiary in Hong Kong: Dai-Ichi Kangyo Fir e j J 
40 queen's Road intral, Hong K Dg taro Contenu n Hong Kong І gar 
Head Office: 1-5, Uchisaiwaich t 





Banking is more than just chips and plastics. We know it, and 
are happy to add our personal touch. With us, banking is a lively 
industry into which we add our feelings. We know that you like 
to be remembered for your birthday, your anniversary and other 
dates that have special meaning for you. And you will even enjoy 
tips on the latest fashions, or where to find the best restaurants 
in this region. 

Our Private Banking Services extend to China trade and 
investment. Our China Desk will be happy to provide you with 
the latest information and contacts about the vast opportunities 
in China. 


232 Des Voeux Road Central, Hong Kong. Tel: 5-457131 
Private Banking: Ms. Wendy Ng Tel: 5-41 8807 


China Desk: Mr. Randy Lam Tel: 5-8151303 
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World banking 
is our business 


With branches, subsidiaries 

and representative offices 

throughout Asia, BNP is 

ideally placed to meet your 

business and banking needs: 

Hong Kong, India, Indonesia, Japan, 
Korea, Macao, 
Malaysia, People's 
Republic of China, 
Philippines, Singapore, 

Taiwan and Thailand. B N P 


BANQUE NATIONALE de PARIS 


16, boulevard des Italiens - 75009 Paris 
Téléphone : (1) 244.45.46 - Télex: 280605 


PUBLIFINE - PARIS 
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Goh goes, bu 
his stays 
are staying 


By V. G. Kulkarni in Singapore 


ingapore’s economic overlord, 
S^ Keng Swee, who had for 

many years kept the financial sec- 
tor on a tight leash, retired from active 
politics before last December's general 
election. But before stepping down 45 
the first deputy prime minister, Goh 
made sure that the Monetary Authority 
of Singapore (MAS) the republic's 
quasi-central bank — would follow his 
policies. Goh had been the architect of 
increased supervision by the MAS of 
the banking sector even as he kept pro- 
fessing greater self-regulation by the 
industry. 

Early last year an amendment to the 
Banking Act formalised the existing 
MAS guidelines to banks and 
broadened its investigative powers. 
Bank lending limits were further re- 
stricted and MAS permission became 
mandatory for shareholdings in or by 
banks. Similar legislation. was made 
applicable to finance companies later in the year. Yet 
another law last year empowered the MAS to offer key 
banking services to government organs, statutory bodies 
and even private companies in which the state had at least a 
20% stake. Not only was the MAS allowed to accept and 
pay interest on deposits from these bodies, but it could also 
manage securities and act as a financial agent to them. 

While some expressed fears about the MAS becoming the 
competitor as well as the regulator of commercial banks, 
others hoped that it was merely acquiring such reserve 
powers to keep the financial sector in line. Goh refuted the 
apprehensions in parliament and explained that the MAS 
would be performing a service by re-circulating the public- 
sector surplus into the banking system by foreign-currency 
purchases 

Goh also asserted that as long as sufficient liquidity was 
channelled back into the commercial banking system, "the 
invisible hand of Adam 
Smith" would ensure 
prudent long-term use 
of resources But 
backbench MP Augus- 
tine Tan shot back: “In 
Singapore, there is also 
the heavy hand of Adam 
Goh." Goh'ssledgeham- 
mer tactics had already 
been visible in August 
last year, when the MAS 
withdrew the licence of 
merchant bankers Jar- 
dine Fleming Singapore 
(JFS). The two expat- 
riate directors of JFS 
had to pack their bags in 
a hurry, leaving their 
local representative to 
wind up the bank's af- 
fairs. 
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JFS was punished by the MAS for alleged negligence or. 
lack of professionalism dating back to 1981 and involvingac 
takeover by the state-owned Keppel Shipyard. The com- 0 
plete details of the JFS affair were not disclosed and the 
banking community was of the opinion that the punish? 
ment meted out was out of proportion to the alleged wrong- 
doings. Obviously, JFS was made a scapegoat for a business 
fiasco in which Keppel paid a higher price than MAS | 
thought justified for the local com Й 
Straits Steamship. While the MAS did? 
not care to criticism in thea 
foreign press of its line of action in the 
JFS affair, it sent some extra dol 
mentation to bankers to clarify its розі | 
tion 

Nevertheless, caution became then 
byword for most foreign bankers, es 
cially when dealing with the MAS. EVES 
as the banking community was trying te 
put the whole episode be lit, another 
development which many thought un- 
favourable took place in December 
Chop Hoo Thye, a major local importer 
of canned fish aptly nicknamed the 
“abalone king” closed shop. Ng Choon 
Ser, the head of the family-held business 
disappeared from Singapore one morm- 
ing and reportedly sought refuge in Chi- 
na. The collapse of Ng's business left 19 
banks — both local and foreign — with 
bad loans of S$100 million (US$45.45 
million), most of them unsecured 

As there is no credit bureau in Singapore, most bankers 
were unaware of Ng's total liabilities. While foreign banks 
have long been pushing for central sharing of credit infor- 
mation, local banks have resisted th« fearing 
competition from their foreign counterparts. Nor has the 
MAS done anything in this regard despite its ardent advo- 
cacy of orderly marketing. Although S$100 million may be 
an insignificant sum for a score of big banks, the ( ‘hop Hoo 
Thye case pointed to the possibility of manv other similar 
bad loans. 


Ithough financial and business services grew by 
Ar last year, the growth rate was disappointing 
compared with 16.3% in 1983 and still higher rates 

in the preceding years. Bank deposits fr bank cus- 
tomers went up only by 4.4% to S$27.4 billion in the first 11 
months of last year, while the growth in 1983 had been 
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12.2%. Similarly, loans 
and advances by come 
mercial banks also sawa 
sluggish rise: 7.8% te 
$$32.5 billion up 16 
November last year 
compared to 19% Gn 
1983. As. the property 
market continued to suf- 
fer from over-supply, ћ= 
nance companies came 
under pressure with 
housing loans ingonly 
15.4% to November 1984. 
more than halving the 
1983 increase of 32.5%. 
The downturn in 
banking business last 
year unavoidably af- 
fected the profits of 
——w-. major locally based 
banks. The Develop- 
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mt Bank of Singapore, the largest local bank, which is 
also controlled by the government, reported a 5.9% drop in 

ofit to S$124.3 million in 1984, after a profit reduction of 
8% in the previous year. Oversea-Chinese Banking 
rp., the most conservative of the big banks, was expected 
analysts to show a profit rise of 13% but managed only 
¢ to S$121 million. A drop in net profit was recorded by 
nited Overseas Bank, another of the local majors, which 

year took over the Far Eastern Bank — down 10.7% to 
37 million. With higher provisions for bad loans ex- 
ed this year because of increasing bankruptcies among 
mpanies, bank profitability could deteriorate in 1985. 
However, though local commercial banking activity 
swed down, the Asiadollar market turned in an appreci- 
e performance last year. The total assets/liabilities of 
Asian Currency Unit accounts of banks operating in 
gapore rose by 14.4% to US$128 billion at the end of 
4. But Asiadollar bonds, a favourite of Japanese bank- 
s since they made their debut in the 1970s, have been slid- 
shedding 23.6% during 1981-84. Only 10 Asiadollar 

bonds worth US$1 bil- 
Zlion were issued last 
Š year as against 22 issues 
ž worth US$1.24 billion 
ĉin 1981. Floating rate 
certificates of deposits 
(FRCDs) shrank from 
US$979 million in 1981 
to US$370 million last 
year. The prospect for 
FRCDs and bonds is 
worse this year, as these 
instruments are hardly 
traded in the local mar- 
ket. 

Syndicated loans, a 
market favourite until 
the early 1980s, have 
also fallen on hard 
times. Total syndicated 
lending in Asia and the 
Pacific last year 
amounted to an esti- 
mated US$17.7 billion, 
m down 3.395 from 1983. 
Singapore's share as a place for tying up and financing such 
oans must have correspondingly gone down, though no ac- 
. curate tallies are available. As a result, the profitability of 
= the Singapore operations of most of the foreign banks also 
| declined, according to banking sources. Many Western and 

Japanese banks have scaled down their expatriate staff in 
‘Singapore. 
















Office Savings Bank (POSB), a tax-exempt statutory 
р body, which monopolises some 60% of the small sav- 
"ings market. POSB, with more than 100 branches, has not 
only the largest branch network in Singapore, but also 
leads in the number of automatic teller machines. POSB 
has also encroached upon the housing-loan market consi- 
p» with the better terms it has been allowed to of- 


T he only relatively unaffected bank must be the Post 


- While commercial banks and finance companies cannot 

` afford to compete with the POSB on its own turf, they have 
been particularly hit by bad property and busifiéss loans. 
Late last year the MAS asked banks to review their loan 
portfolios and the banks put the squeeze on credit lines. 
Analysts say this officially inspired caution led to many 

` bankruptcies of small firms and complaints by business- 

|. men who found credit hard to obtain. 

The complaints became so loud that the Business Times 
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a : pen 6 
tising them for creating a pa : а 

first hint of a company having cash-flow pro ; 

have responsibility for the society they operate in and have 
profited from, the letter said. It called upon banks to see 
beyond mere short-term profits and behave more responsi- 
bly to maintain the reputation of Singapore as a good place 
to do business. 

While individual bankers as well as their association de- 
fended themselves against the newspaper's charges, busi- 
nessmen wrote to the press voicing their f rustrations again. 
So in early March, the government revealed that the MAS 
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Bank Negara 
looks on the 
bright side 


By James Clad in Kuala Lumpur 


alaysia's banking system "on the whole" showed 
M "resilience and fundamental soundness, emerging 


from the stresses of the 1980s with continued 
vigour, higher profits апа... increased productivity," the 
country's central bank, Bank Negara, said at the end of 
March. But overall, commercial banks in 1984 grew at only 
half the 20%-plus rates enjoyed over the previous five 
years, with total resources in the hands of the country's 38 
trading banks showing a 10.9% rise (compared to 22.9% in 
1983). 

By Malaysia's hectic growth standards that amounts to 
an unmistakable slowdown. Since mid-1984, tightening 
liquidity has caused a scramble for funds. Steadily rising 
interest rates favour finance companies and merchant 
banks in the battle for depositors. At one point late last 
year, the deposits-to-loans ratio at the trading banks went 
up past 99%. A; 

Money became tighter still in early October when the 
weakening Malaysian dollar began to squeeze the inter- 
bank money market; overnight money rates skyrocketed 
for a short period in October before the central bank step- 
ped in. Since then a slow depreciation of the currency 
against the US dollar has meant both dearer borrowing 
abroad and more competition for local funds (the local unit 
stood at 2.32 to the US dollar in September last year; the 
rate went to more than 2.60 before easing back to about 
2.50 at the beg nning of April). All in all, the central bank 
says, it pumped nearly M$4 billion into the financial system 
in the year ended 31 March. 

If it was not a breathless year for profits, it was fast- 
paced on other fronts. Besides tight money, two other con- 
cerns dominated the financial community: first, various 
central bank or in-house probes revealed chronic (and 
sometimes gross) irregularities as well as pedestrian man- 
agement across a spectrum of large and small banks. Man- 
agerial skills have been left behind in the great expansion 
over the past decade. “The banking system badly needs 
skilled managers,” the central bank said in March. *Whatit 
does not need are ineptness in management and executives 
dedicated to self-enrichment." 

Secondly, a muted but growing uneasiness about 
some banks' high exposure to property developers became 
audible. The banks “must review objectively the quality of 
their asset portfolio in the light of the emerging glut in 
commercial property,” the central bank warned in March. 
Still, the major banks here appear to be less committed to 
vast property projects as are their Singapore counterparts 
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be able to tide itself’over the current business slump, 
though a few banks may have to take some lumps lg way of. 
reduced profitability. 1 , 1: 

With the traditional sector in finance coming under pres- 
sure, the government has-been encouraging international 
funds-management business to come to Singapore with the 
offer of tax breaks which were further diversified and en- 
hanced by the recent budget in March. However, in view of 
the high-handed attitude of the MAS, bankers appear re- 
luctant to take the plunge. As a first step some foreign 
bankers want the government to release some of the S$22 


— which has become a controversial politica 
with the opposition charging that the government is. 
erately hanging on to CPF deposits as a cheap soure 
funds, A 
Although the authorities are considering releasing 
CPF funds for investment by the depositors in outlets 
than housing, any decision will probably take a year o 
A pioneering scheme of allowing some large compa 
manage parts of the CPF funds of their workers is n 
tried out and if that succeeds and if the government decide 
to apply it on a larger scale, a fledgeling local funds=m 
agement sector could take root 




























— who are also in deep into Kuala Lumpur development. 

Commenting on its own supervisory role, the central 
bank said: “In the end, the bank cannot be expected to reg- 
ulate to bring about good behaviour.” Somewhat crypti- 
cally it added: “So long as there are crooks and thieves, 
there shall always be the policemen.” Concern about pro- 
fessionalism extended to worry about “unethical” prac- 
tices used by some foreign-exehange and money-market 
brokers buying foreign currency for the commercial banks. 

In his last annual review, outgoing central bank governor 
Tan Sri Aziz Taha said that the “recent increase in bad- 
debt provisions reflects fundamentally the rapid increases 
in loans in recent years and the effects of the slowdown in 
domestic growth,” adding that only 2.6% of total 1983 
loans fell into bad and doubtful debt categories. While bad 
debt figures for 1984, are not “complete,” his report said 
the situation has “not deteriorated significantly... despite 
all the strains recently experienced, the banking system re- r 
mains strong and sound.” ! 


That view has not stopped speculation about the health In recent months there has been a quickening procession” 
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of many banks here. In the most recent annual report by MI 
willingly into the limelight. Mergers, scandals and new а j= 
pointments to top bank boardrooms have scrambled 
pattern of ownership and influence prevailing just а yea б 
ago. Major restructurings in commercial banks have grab- 
bed most of the headlines, from the largest (Bank 
ey 


Auditor-General Tan Sri Ahmad Noordin Zakaria on the 
accounts of government-owned Bank Pertanian (the Ag- 
riculture Bank) for example, he says M$94.5 million in bad 
and doubtful loans had built up over 1971-82 alone. In 
January, Ahmad Noordin went much further: the whole 
banking industry needs a Royal Commission of Inquiry, he 
said, to exorcise persistent rumours of widespread impro- 
prieties in approving loans. 


of events thrusting both banks and bankers sometimes 


Bumiputra) to the smallest (Bank Buruh). 
In August 1984, the government persuaded the 






owned petroleum corporation Petronas to buy M$1.255b 
lion in bad debt resulting from Bank Bumiputra's expos 
via Hongkong subsidiary Bumiputra Malaysia Fin ici 
(BMF) to companies linked to the collapsed Hongkon 
property conglomerate, Carrian Holdings. In an ex se 
concluded last year, Bank Bumiputra's former owner (the 
bumiputra institutional investment corporation Регтойа- | 
lan Nasional Bhd) unloaded its nearly 87% stake ata tidy | 
book value (M$933 million) to Petronas and, at the same 
time, acquired Bank Bumiputra’s large minority holding in 
its rival, Malayan Banking (Maybank — the country’s sec- 
ond-largest bank). Petronas also injected M$300 million | 
new capital into Bank Bumiputra, which in its last ac- 
counting year wrote off the remaining M$1 billion Carrian | 
bad debt. 







LOANS-DEPOSITS GROWTH 
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Loans-deposits gap 
Loans-deposits ratio ('%.) 
report and a dossier alleging corrupt practices on the 
part of former BMF officers. The document was pre- 
pared by a three-man committee of inquiry. “A good deal 
[of the BMF loans disaster] , .. was hidden o: camouflaged 
from supervisors,” the central bank said in Mareh "Des- 
pite this, the [central] bank's supervision in July 1982 did 
unravel the 'mess'." Attention now centres on the speed 
with which the government brings proceedings against 
BMF officers and whether any senior officers, past or pre- 
sent, from either Bank Bumiputra or from the government | 
itself will be called to account 





A lso on Bank Bumiputra, the government released one | 
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Two other banks, United Malayan Banking 
(UMBC) and Malaysian French Bank (MFB — fo 
Banque Indosuez) also experienced ownership chan 
that led to management shake-ups. A share-swap and ca 
deal gave entrepreneur Daim Zainuddin (since July 1984 





| Ree punt; UMBC: Sep dunes 





Malaysia's finance minister) the largest say in UMBC, the 
country's third-largest commercial bank. Daim bought the 
interest from a Malaysian-Chinese holding company; in re- 
turn, it gained his majority stake in MFB, a much smaller 
bank. Local wags say the letters UMBC now mean “Un- 


tung Melayu Bukan Cina" (Malay Profits, Not Chinese). 
Bank Buruh also experienced a restructuring not only to 
bring in the inevitable bumiputra shareholders but also to 
expel a management that had achieved a more than 50% 
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non-performing loans portfolio by November 1984 
(REVIEW, 21 Feb.). 
At the level of formal banking controls, legislative 


changes chopped away the legal thicket in the way of re- 
structuring foreign banks, though the remaining big 
foreign banks, Standard Chartered and the Hongkong and 
Shanghai Banking Corp. (HSBC), are free from any im- 
mediate danger of “Malaysianisation” — even though 
Daim would like to do it if and when resources permit. At 





ne growth in commercial-bank 


Bigger — and trying to be better 


sein's move to the central bank gover- 


assets in Malaysia is mirrored to | norship. Taking another new UMBC 


some extent in their branch expan- 
sion, rising from 336 in 1970 to 716 at 
the end of 1984. Overseas representa- 
tive offices or branches of Malay- 
sian banks increased from 37 to 45 in 
the same period, and now have assets 
of M$11.2 billion (USS41.44 billion). 
One area has deliberately not been 
penetrated: despite the central bank 
taking soundings during early 1984, 
Malaysia did not in the end submit to 
Australia an application for one of 
the trading licences offered to foreign 
trading banks. The only likely con- 
tender was Bank Bumiputra, but an 
application, despite uncertainty 
right to the end, did not materialise. 
Personnel also grew. At the top 
level, the more important personnel 
shifts followed restructuring exer- 
cises: Daim Zainuddin's ascendancy 
in United Malayan Banking Corp. 
(UMBC) led to lawyer Zain Azahari 
Zainal Abidin becoming its chair- 
man. Zainal sits on the board of Daza 
Sdn Bhd which manages Daim's 
business holdings as trustee. 
Meanwhile, 35-year-old UMBC 
board member and close Daim asso- 
ciate Wan Azmi Hamzah, with no 
previous bank operations experience, 
has become Malayan Banking’s 
(Maybank) chief executive (a new 
post) following Datuk Jaafar Hus- 








| post, as president and chief execu- 


tive, is current UMBC executive 


| chairman Abdul Rahman Hamid. 


Maybank's new chairman-desig- 


| nate, former government chief sec- 


retary Tan Sri Hashim Aman, engag- 
ingly said he would “do his best" in 
the new position even though “I have 
been a government servant for so long 
and I have no experience in banking 
at all," a candid admission that ob- 





am , А 
Mahathir: call for commitment. 








servers contrasted to calls by the cen- 
tral bank for more professionalism in 
banking. 

Late last year, Prime Minister 
Datuk Seri Mahathir Mohamad said 
some bank management “stood out 
like a sore thumb.” He added: “Man- 
agers of our financial institutions ... 


| must be totally committed and in- 


volved in the affairs of their institu- 
tions ... hence you will note we have 
separated the non-executive from the 
chief executive officers in some pub- 


| lic enterprises." 


That was the very charge that led 
last year to the general manager of 
the country's fifth-largest commer- 
cial bank, Development and Com- 
mercial Bank, to resign. A damning 
letter by central bank governor Tan 
Sri Aziz Taha and a lack of sympathy 





at the board forced Sen. Alexander 
Y. L. Lee to resign though he denied 
Aziz' charges of slack control. 
Staffing at the lower executive 
levels continued to grow: during 
1979-82, more advisory-level than 
clerical staff joined the banks, out- 
pacing slower growth in senior man- 
agement-level staff. In December, 
central bank deputy governor Dr Lin 
See Yan praised what he called 
“growing bank productivity," saying 
the share of staff cost in total bank 
expenditure had dropped from 14.3% 
| in 1979 to 12.1% in 1982. —JAMESCLAD 
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capital funds — à requi 
defended in.its last re 
large loans; put in place n 
overseas-branch pang б 


counting for Sus] 
loans. 


::M$15-20 million overall becaus 
ers complain that the guidelines ignor 
ihe status of the borrower and th 
value of the collateral, but there is lit 


tle doubt that domestic non-perform-: |. 


ing loans, such as those within Bank 
Bumiputra's portfolio, remain a prob- 
lem. 


ing continues to show. progress 
towards seeking public listings; 
Maybank has gone public; and: a 
number of other banks, including 
“UMBC; United Asian Bank (UAB — 
` Malaysia's fifth-largest trading bank), 
MFB and Bank Buruh, have the same 
idea. UAB will probably be first. 
The central bànk sees the present 


T he corporate dimension of bank- 


` *consolidatory phase" for the banks as | 


an opportune time to make basic 
changes to the entire system: the "key 
area will be reform in interest rates,” 

Aziz said in March. For starters, the 
central bank wants foreign-exchange 
dealings opened to all comers as part of 
a move to lower barriers between mer- 
chant and commercial banks seen as 
increasingly artificial at a time when 


depositors are chasing fixed-term. 
rates and banks are stuck with heavier 


operating costs than their merchant- 
bank counterparts. 

As first shots in that direction, banks 
have been allowed to tack on 1% to 
their government-imposed. priority- 
sector lending to small businesses, na- 
tive Malaysians (bumiputras) and for 
lower cost. housing. The central bank 
has also lowered the amount of man- 
datory minimum deposits kept by 
commercial banks at the central bank 
(REVIEW, 11 Apr.). 

To help achieve "greater accessibi- 
lity and deregulation for the financial 
institutions," both the. International 
Monetary: Fund and the World Bank 
have prepared reports as guidelines for 
a “master plan to put greater competi- 
tion into the banking system." “In a 
general mood of deregulation and 
competition," all the banks (whose 
combined M$87.5 billion assets repre- 

_ sent nearly two-thirds of all Malaysia's 
financial resources) must put in place 


tems to-allow for innovation, entre- 
or пешвыр апа initiative, Aziz said. 


it the centra dads Eae 
: imposed overall limits on 
reporting requirements for 
sredit exceeding M$1 million 
and demanded better ac- 
terest on non-performing 


In respect of the last item, central bank auditors (Aziz' 
report said gently) bad discovered "considerable diversity" 
in banks" accounting treatment of non-performing loans. 
~ Some fear banks' profit figures could tumble by as much as 
his stricture — which 
e “gradually” enforced, the centr 
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ank said. Bank- 


The IMF has completed a review of inte 
while the World Bank has a broader mand 
sation of domestic resources”: 
tial) World Bank country review of 1 
on “a lower capacity of the tax en 'ї 
but the current study will 
mechanisms as compulsory savin 

With contradictory e towar 
ening auditing. standards and ро ы ni ili ite 


charting a new and аан course. n 1 
"continuous moral suasion" 
legislation and supervisory procedures” сап о 
work as guides to banking behaviour. 
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x The Managers of the JF American 

* Growth Trust believe that 1985 
will see a strong performance 

* for the Trust. 


* investment. in the JF American 
* Growth Trust during 1985 will 
enable investors to benefit from 
the strong US dollar, moderate 
inflation and good 

a economic growth. 


After eighteen months of 
underperformance, smaller 
growth companies have 
regained favour with 
American 
investors 
because they 
are now de- 
livering the 
earnings 
growth which 
was anticipated. 


+ 










Mr. М.Н. Glover or Mr, D.T. Wilkie 
Personal Financial Consultants Ltd.. 
1301 World Trade Centre, 
Causeway Bay, Hong Kong 

Tel: 5-7908448 


Name: 





For further details please mail the coupon below. 
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Please send details of the JF American Growth Trust & JF international Trust 


Address: 


















= Jardine Flemi 


P.F.C. strongly recommends the 
JF American Growth Trust and 
the JF International Trust. 


To complement this exposur 
the US market, PFC recommoer 
investment in the JF Inter- 
national Trust which is a broad 
based equity fund giving а glo! 
portfolio of international equi 
The Managers are free to move 
the assets of the Trust to market 
offering the best investment 
opportunities, based on both 
equity market conditions and 
currency considerations. 


Minimum Investment — JF 
American Growth Trust approx. 
US$950 Minimum Investment 
JF International Trust approx, 
US $650. 


While we believe investment in 
these Trusts could be very 
rewarding the price of the units. 
in the Trusts may go down às 
well as up. 
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INDONESIA 


A rupiah drought 
amid dollar liquidity 


By Lincoln Kaye in Jakarta 


s the end of Indonesia's fiscal year (31 March) ap- 
А about the only bank in Jakarta that ѕеет- 
ed able to get its hands on enough liquidity in 
the currency of its choice was the central bank, Bank 
Indonesia, itself. World-class money-centre institutions 
were putting the finishing touches .on their offering 
telexes, vying for the lead manager's role in a US$400 mil- 
lion credit for Bank Indonesia. Although the nod had still 
not been given by April and details of the Eurosyndica- 
tion were undetermined, word had it that it would be a 
multi-currency loan, possibly with United States prime- 
based as well as London inter-bank offered rate tranches, 
for a period of eight to 10 years. The last time Indonesia 
tapped the Euromarkets, in 1983, the issue wound up over- 
subscribed by about 50%, to the tune of nearly US$750 mil- 
lion. 

Fund-raising was hardly so easy for local borrowers, 
though, especial- 
ly if what they 
wanted was ru- 
piah. Demand for 
local currency 
loans, which 
usually heats up 
around the start 
of the new fiscal 
year when taxes 
fall due, is even 
heavier than 
usual in 1985. 
Companies are 
still nervous 
about the new 
tax codes imple- 
mented last year, 
while the 1 April 
onset of a compli- 
cated value-add- 
edtaxschemehas + —- 
left many businesses very much in the dark about their im- 
pending liabilities. 

At the same time, rupiah funding bases are drying up. as 
depositors, worried about prospects of a further devalua- 
tion, shift their liquidity into dollars. Government ration- 
ing of rupiah forward cover only exacerbates the crunch. 
As a result, the price of rupiah credit is mounting giddily. 
Top-rated borrowers, who in the past have been very 
finicky about the rates their good names could command, 
nowadays do not blanche at paying upwards of 25% for 
rupiah, while the smaller local banks that fund small busi- 
nessmen have been charging as much as 35%. 

At such rates, many credits will require a jaundiced sec- 
ond look especially in such troubled industries as 
plywood and textiles, which make up a sizable portion of 
some banks' asset portfolios. Several institutions, foreign 
as well as local, reportedly find their “watch list" lengthen- 
ing. Nor is the anxiety confined to full branch banks; the 
rapid expansion of the leasing sector in the early 1980s is 
now showing signs of implosion 

With "front door" entry into the Jakarta market ham- 
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Bank Indonesia; foreign bank branch in Jakarta: bureaucratic restrictions. 





pered by bureaucratic restrictions, many foreign banks 
rushed into the back door of a leasing joint venture with 
a local partner two or three years ago. Besides the advan- 
tage of more relaxed reguli ing companies enjoyed 
freedom tû ' outside the capital city 
(to which eiim banks proper are re- 
stricted)..In à Couple of years, the roster of 
leasing joint ventures swelled to 55 — more 
than twice the.total of foreign full branch 
banks and representative offices combined. 

But with so many new entrants crowding 
such a narrowly specialised field, particu- 
larly on the unfamiliar turf of the provinces, 
asset quality was bound to suffer. Weaker 
lease assets are starting to come to light in 
the current recession. As a result, the leasing 
companies are vetting new credits more stringently and 
charging higher rates than ever. Still, they are finding no 
shortage of borrowers, due to the tightness of rupiah 
liquidity and the write-off potential of lease payments in 
this tax-conscious year. 

If the leasing vogue is losing some-of its momentum, 
though, another type of asset is becoming modish in the 
banking fraternity: promissory notes. Nor is the fad re- 
stricted to new credits; cash-hungry borrowers, at rollover 
time, are invited 
to convert their 
outstanding 
loans to notes as 
well. The virtue 
of this instru- 
ment, from the 
banks' point of 
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view, is that they can be discounted for resale under a re- 
cently unveiled (and still relatively untried) “money mar- 
ket" scheme. In times of softening portfolio quality and 
tight funding, banks are more eager than ever for readily 
jettisoned assets. 

But some industry observers wonder how readily trans- 
ferable the promissory notes will prove tê be in the long 
run. With only one government-designated discount house, 
Ficorinvest, currently making a market in the instrument, 
bankers remain apprehensive about its long run liquidity, 
particularly for second-tier banks 

As conditions tightened at home, a few Indonesian in- 
stitutions started setting their sights overseas. Bank Com- 
mercial Asia — the flagship of the vast and politically well- 
connected Liem Sioe Leong group — led the way with an 
office in New York. Bank Niaga and Panin Bank reportedly 
are waiting in the wings, witheplans to open up US 
branches as well. The choice facing US-bound Indonesian 
banks is whether to open up in prestigious New York or to 
stick to the West Coast, where profitable trade-finance 
deals are to be had. п 
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PHILIPPINES 


The lid stays 


on a cauldron 
of trouble 


By Jose Galang in Manila 

he Philippine monetary authorities’ extended drive 
T to keep the lid on money-supply expansion has hem- 

med in the operations of the country's banking sys- 
tem. Credit remains tight and interest rates are not likely to 
fall dramatically from present heights. This, plus the long 
delay in the finalisation of the fresh credits expected from 
the country's commercial-bank creditors under the Inter- 
national Monetary Fund-assisted economic recovery pro- 
gramme, will probably prolong the funds famine currently 
plaguing many Philippine industries. 

Despite various difficulties in the economy over the past 
few months, however, the Central Bank of the Philippines' 
campaign to restore confidence in the banking system has 
shown some positive results. At the end of 1984, the 34 com- 
mercial banks in the country (28 private domestic banks, 
four branches of foreign banks and two government banks) 
held total assets of P292 billion (US$15.78 billion), accord- 

‘ing to central bank figures. Total deposits rose by nearly 
15% to P138 billion. 

The banks’ liquid assets went up by 66% to P95.3 billion, 
which comprised 31% of total assets, as compared to 23% 
in the previous year. In the case of the domestic private 
banks alone, their combined liquid assets represented 39% 
of total assets, compared to 25% the year before. 

At least seven banks have reported profits from 1984 op- 
erations. Of these, Far East Bank & Trust Co. had a net in- 
come of P236 million, an increase of 50.2% from the previ- 
ous year's, while the Bank of the Philippine Islands (BPI) 
posted net earnings of P217 million, up by 39.8%. Other 
banks which reported profits include Metropolitan Bank & 
Trust Co., P150.4 million (up by 30%); City Trust Banking 





Corp., P125 million (up by 24%); Insular Bank of Asia & 
America, P63.3 million (up by 56925); Commerce Bank of 
Manila, P58 million (up by 214* %), and Associated Bank, 
P7.1 million (up by 61%). 

For many banks, however, the prime concern in the next 
few months will be survival; The public jitters since the 
major runs on bank deposits shortly after the political un- 
certainties that followed rumours of President Ferdinand 
Marcos' ill-health and the killing of returning opposition 
leader Benigno Aquino in late 1983 are kept simmering by 
the long delay in putting together an economic-recovery 
programme necessitated by economic upheavals during 
these uncertainties. 

About 20 small banks have been forced to close after 
massive deposit withdrawals badly dented their liquidity. 
The biggest casualty so far has been a major savings bank, 
Banco Filipino Mortgage and Savings Bank. It received 
around P1 billion in mid-1984 to help it weather big de- 
mands for deposit withdrawals, but further emergency as- 
sistance was stopped, reportedly after the central bank dis- 
covered anomalies in bank activities. The bank is now 
under liquidation by the central bank. In early March, à 
medium-sized commercial bank was also reportedly re- 
ceiving emergency aid of around P600 million, also be- 
cause of a run on deposits 

Economic growth continues to be hamstrung by uncer- 
tainties over the full implementation of foreign-assisted 
bail-outs. Under the IMF-funded economic-recovery 
scheme, for instance, the Philippines is required to keep M1 
money supply (currency in circulation plus local bank de- 
posits with the central bank) at about P31 billion. How- 
ever, central-bank credits to the national government 
helped exceed this ceiling 


tute liquidity-soaking measures to keep M1 level on 

the target. In late 1984, the central bank floated 
debt instruments carrying yields of up to 46% a year that 
attracted substantial amounts that would have gone other- 
wise to various industries (but which could not match the 
offered returns anyway because of the general economic 
slowdown). Also severely hit was the local stockmarket, 
where prices have gone down by half generally during the 
past vear. 

Bank interest rates, which were pushed upwards by the 
central bank instruments' offered yields, have since de- 
clined somewhat to around 36%, still several notches above 
the normal 17-18% levels in Manila. 

Another move being contemplated as a liquidity-soaking 
measure is an increase in the reserve requirements on bank 


U p to now, the central bank has been forced to insti- 
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another two percentage points. Given the already subs 
tial deficits incurred by many banks on the required deficit 
levels, the banks have:naturally been resisting the move. 
During 1984, for instance;the deficits incurred by banks on 
reserve requirements peaked.in September at nearly 18% 
over required levels but fell gradually down to around 2%. 

The central bank programme to strengthen the banking 
system — seen to be part of an overall objective of the cur- 
rent governor, Jose Fernandez, to institute improvements 
in the entire financial intermediation system — is premised 
on three major actions: 

» Prosecute those responsible for mismanagement and 
fraud in the small number of banks which have used de- 
positors' funds primarily to support shareholders' often- 
questionable investments. 

» Bolster the public image of; the more conservatively 
managed banks — regardless of size — to entice the jittery 
public to redeposit hoarded funds. 

» See the central bank performing the role of.a financial 
broker offering suggestions and arranging options for mer- 
gers, acquisitions and buy-outs. 

One of the first to acquire another bank to augment its re- 
sources was the BPI, which had acquired Family Bank & 
Trust. With the acquisition, BPI emerged as the country's 
biggest financial organisation — combined assets of the 
two banks at end-1984 amounted to P 19.2 billion, up by P4 
billion from the erstwhile top bank, Metropolitan Bank & 
Trust. Before the BPI takeover, Family Bank was besieged 
a number of times by deposit withdrawals because of vari- 
ous rumours. Total deposits of Family Bank shrank by 20% 
to slightly more than P3 billion by end-1984 while those of 
BPI swelled 51% to P10.6 billion. 

The central bank is reportedly again looking into the pos- 
sibility of raising the minimum-capital requirements for 
banks. Being studied is an increase in the minimum capital 
for universal banks from the current P500 million to P800 
million, and for commercial banks from P300 million to 
P500 million. But though the.banks themselves are said to 
be capable of meeting this basic-capital increase, the at- 
titude of the shareholders is another matter. 

Lendings of banks to their own directors and other offic- 
ers are also being watched by the central bank. At least two 
banks are said to be under central bank scrutiny for their 
substantial amounts of such lendings, which if deducted 
from the banks' capital accounts could put them in bad 
shape. Such banks are among those being considered as 
candidates for mergers with other financially stronger in- 
stitutions. 
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of restraint | 
| 

By Paisal Sricharatchanya in Bangkok , 
fter a year of monetary restraint, which was spiced by 
А“ baht devaluation last November and the sub- 
sequent introduction of the “managed float” ex= 
change-rate regime, the Thai banking system appears to bt 
returning to equilibrium in 1985. From the record 33, 
expansion in 1983, aggregate bank-lending gro 
plunged to only 17.7% last year. According to Bank o 
Thailand (Вот — the central bank) statistics, year-end out= 
standing credit stood at Baht 480.7 billion (US$17.8 bile 
lion). $ 

The slowdown, particularly on loans for imports and pe = 
sonal consumption, was the outcome of a restrictive mom at- 
ary policy designed to pull the récord Baht 89 billion trade 
deficit of 1983 back into manageable shape. For 
months since January 1984, banks consciously 3 
lending to correspond with a central bank directive limits 
ing credit growth to 18%. As a result, the 1984 trade defici 
was slashed to Baht 70.3 billion. 

Last year's deposits growth also slowed down somewhat; 
but still expanded at a respectable 23% to Baht 494 billion, 
Deposits mobilisation was marked by intense competition 
among banks. For the first time, some large banks intro- 
duced transferable certificates of deposit carrving short- 
term maturity of three to six months, Most analysts at- 


uibute the relatively strong deposits expansion to what 
was probably one of the highest real interest rates in sug 












gion. Altering various interest rates that were previous 
enforced, the central bank last year set interest-rate ceil- 
ings for only two types of deposits — at 13% for time depo- 
sits between three months and two years and 14% for depo- 
sits of two years or more. Given the exceptionally lowi _ 
tion of only 0.9%, these ceilings represented a highly at- 
tractive investment. 

With the liquid money-market conditions that preva! 
through most of last year, the banking system reduced its 
net foreign-liability position by about Baht 8.7 billion dur- 
ing February-October. However, the position reverted in 
the post-devaluation period as banks had to raise their net 
foreign liabilities by a substantial margin after accumulat- 
ing a lot of foreign assets. This was also partly to comply 
with new central bank rulings on maintaining foreign-ex- 
change reserves. The system's net foreign-liability position 
stood at Baht 26.9 billion at the end of the year, up some 
Baht 5.5 billion from a year before. Meanwhile, total assets 
at the end of 1984 topped Baht 639 billion, up 21.1% coms 
pared to the 24.7% growth in 1983 

Despite the relatively plentiful money supply last year, 
the system went through a period of tight liquidity during 
the first quarter of 1985. Apart from seasonal factors such 
as the strong demand for funds during the Chinese New 
Year, experts attributed this to the exchange-rate uncer- 
tainties arising from the sharp rise of the US dollar duri 
that period. Bangkok Bank president Chatri Sophonpanieh 
commented: "The [exchange-rate] uncertainty led #9 
higher costs for forward cover. Little foreign borrowing 
was taking place while some foreign loans were being re- 
paid at a time when seasonal demand for funds was high...” 
‘About US$500 million worth of speculative money was 
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hurriedly brought into the country immediately after last 
November's devaluation, though some of this gradually re- 
turned in the following months. BoT statistics show a con- 
tinued surplus in aggregate private-sector capital inflows 
(excluding banks) in December and January, but the posi- 
tion reversed to a Baht 3.5 billion net outflow in February. 
During the four-month period from November, there was a 
combined net inflow of US$225 million. But as business 
operators in general began to adjust to the fluctuating ex- 
change rates, and banks raised overseas borrowings to fund 
domestic credit extension, the first-quarter liquidity 
crunch was expected to ease gradually. The overall 1985 
picture points to a more even growth in both bank deposits 
and lending. 

In light of the expected 6-7% inflation this year, which 
would effectively reduce real interest rates, deposits are 
expected to grow at a somewhat slower pace than in 1984. 





ИШ 
ШАШ 


Chatri noted that 
competition for 
deposits among 
banks will remain 
high and they will 
use both interest- 
rate incentives 
and extended ser- 
vices to attract 
more depositors. 
But the growth in 
deposits may be 
held down if the 
Finance Ministry 
succeeds in raising 
the withholding 
tax on interest from deposits from 12.5% to 17.5% — a 
move many bankers fear could produce a profound nega- 
tive impact. The proposed rise was part of a major tax 
package designed to raise additional revenue in the face of 
an expected Baht 16 billion revenue shortfall in the 1985 
fiscal year (ending in September). However, when it was 
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first tabled before the cabinet in late March, the package 
was rejected as parties comprising the ruling coalition 
feared adverse political repercussions. 

It is generally expected that bank credit expansion in 
1985 will be slightly higher than last year and liquidity may 
be less abundant. “Although economic conditions are not 

favourable and in- 
Chatri: competition is high. vestment remains 
slow because en- 
trepreneurs fear 
an oil price rise 
[later in the year], 
uncertainty over 
exchange rates 
will discourage 
borrowers from 
seeking funds 
abroad, That 
means they will 
borrow [more] 
locally instead," 
commented Chatri. 



















Bangkok stockmarket: 70% of new issues were banks. 





Aside from the intensified race for deposits last year, 
banks apparently also became more competitive in lending. 
But a central bank policy to encourage banks to become 
truly competitive — by way of offering varying loan rates 
under the legally stipulated interest ceilings (17.596 for 
priority sectors such as export and agriculturg-related 
financing and 19% for other types of credit) — achieved lit- 
tle result as most banks still stuck to the traditional prac- 
tice of charging similar rates for various types of loans. The 
same resistance to change, rooted in the fear that any iso- 
lated initiative by individual banks may result in a reduced 
market share, was also evident in the case of deposits 
mobilisation. 


scale down banks' overdraft facilities, which con- 

stitute more than two-thirds of aggregate bank lend- 
ing. While such facilities may represent a convenient fund- 
ing tool from the corporate borrowers’ point of view, they 
are a barrier to efficient fund management and utilisa- 
tion by banks. Finally, the BoT decreed a directive in 
February setting a Baht 50 million maximum overdraft 


E qually unsuccessful were the central bank's efforts to 
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Report of Six-Months. — 


In order to bring our accounting year into lind with other alan banks, our third financial report 
covers the six-months up to 31st December 1984. 


Of great significance is the fact that, after having made substantial provisions for depreciation з 
bad-debts and reserves, our net profits have further improved. 


An English version of this latest report is Bow: vailable. We will be pleased to send it to you on 
request. 





Our restructuring programme. 


Nuovo Banco Ambrosiano is now a better andi more адри bank. This is the result. oft 
moves: the installation of the most modern automation systems: the centralizatio 
data-processing services at our new facility on the outskirts of Milan; and the concen 
attention on the most promising areas of Northern and Central italy, by the opening 
branches and the relocation of existing ones. 


In consequence, our productivity is increasing at a very êb pace, and we are now Tec og- 
nized in Italy as an important factor on the banking scene. | 
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nit that a commercial bank may grant to each client. 
Notwithstanding the system's operational changes, BoT 
ernor Kamchorn Sathirakul pointed to apparently suc- 
ful bank-share divestitures as another significant 
ctural adjustment. Under the Commercial Banking Act 
—(1979), banks were given a five-year grace period to divest 
_ at least 50% of their registered capital to no fewer than 250 
— small shareholders (holding less than 0.5% each). The re- 
— quirements were largely designed to broaden banks’ own- 
A 


М | According to Kamchorn, about 70% of all the Baht 3.3 





jillion new share issues in the Bangkok stockmarket last 
year were accounted for by banks. This had helped activate 
he primary capital market. In the five-year period from 
|979, registered capital of the 16 Thai banks more than 
oubled from Baht 6.2 billion to Baht 13.1 billion. At the 
d of 1984, all except one complied with the divestiture re- 
irements. Siam Commercial Bank failed to do so because 
substantial portion of its shares is held by the Crown 
operty Bureau and Finance Ministry and could not be di- 
sted. Such holdings would be exempted if proposed 
nendments to the Commercial Banking Act, due to be 
ed in parliament during its annual session in May, are 
Prove: 
^ Whether the proposed amendments will be passed in the 
forthcoming parliamentary session remains uncertain at 
stage. But the passage of these legal changes could sig- 
nal a major reform for the Thai banking system. Among 
| other things, they will authorise the central bank to tighten 
supervision and regulatory controls of banks. The necessity 
| made all the more obvious following the government 
— takeover last August of poorly managed Asia Trust Bank 
ы (Review, 13 Sept. '84). Banks would be permitted to engage 
in selected new businesses such as managing provident 
funds 


—— Without being specific, Kamchorn maintained that the 


—main thrust of the proposed amendments is to create more 
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Siam Commercial Bank: odd man out. 





vironment of the international money markets as well as to 
serve changing domestic economic conditions. Although he 
would not spell it out openly, it is understood that Kam- 
chorn favours certain legal mechanisms whereby small 
banks would be accorded the opportunity of expanding ata 
faster pace so that they are not left too far behind some of 


"flexibility for banks to adjust constantly to the evolving en- 
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main objective of last 
November's devaluation in Thai- 
| land, which saw the baht being un- 
pegged from the US dollar, and the 
subsequent introduction of the 
“managed float” system, was to 
stabilise Thailand's external balance 
through a fluctuating but more 
realistic exchange-rate regime. 
: The baht depreciation has clearly 
| boosted export earnings and slowed 
imports. Given the depressed com- 
| modity prices and the dollar's 
Strength since late last year, there 
| are many who believe that devalua- 
| tion saved the country’s finances from 
| disaster. 
However, the fluctuating exchange 
rate, fixed on a daily basis and linked 
'to a basket of foreign currencies 
(REVIEW, 15 Nov. '84), has generated 
some confusion and uncertainty 
among business operators and trad- 
ers in general — hardly surprisingly, 
given the fact that Thai businesses 
* had traditionally been accustomed to 
a fixed baht:dollar exchange rate. 





Although central bank executives 
claimed that large corporate firms 
have comprehended the subject and 
have increasing confidence in the 
system, it will take some time for 
medium and small operators to be- 
come used to the new money game. 
And the uncertainty was particularly 
acute in view of the dollar's seem- 
ingly unabated strength. 

Against the Baht 27:US$1 ex- 
change rate at last November's de- 
valuation, the Thai unit depreciated a 
further 5% to Baht 28.35:US$1 on 6 
and 8 March, before gradually pick- 
ing up. Meanwhile, quoted forward- 
cover premiums shot up to Baht 0.30 
per dollar per month, which trans- 
lated into 12.7% a year or an ex- 
tremely high cost for those wanting to 
protect against exchange risks in 
buying forward dollars. The pre- 
miums later went down to about 
7.3% a year in late March. 

The central bank had hoped that 
the new system would help develop a 
forward exchange market in Thai- 





their major competitors. 


land but this, too, may come about 
slowly. According to the central 
bank's Economic Research Depart- 
ment director Vichit Suphinit, the 
local inter-bank forward market, 
which reflects demand from bank 
clients, now operates to the tune of 
about US$10 million daily. This is 
still a thin market but it represents a 
significant improvement from the 
roughly US$2.5 million traded daily 
before the devaluation. 

Only a few large banks dominate 
the market and the bulk of currency 
trading is in US dollars. In an effort 
to diversify the currencies and thus 
reduce exchange risks, the central 
bank issued a directive in early 
March encouraging businesses to use 
currencies other than the baht in pay- 
ing for their forward dollar commit- 
ments. Again, this may be a time-con- 
suming process given the long obses- 
sion with the baht:dollar relationship 
and the lack of understanding of 
foreign-currency dealings in most 
businesses. ^ —PAISAL SRICHARATCHANYA 
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When dollar clearing services 
became more complex at Société 
Générale de Banque/Generale 
Bankmaatschappij, Belgium's 
largest bank, Mellon developed a 
custom-designed service called 
MULTICLEAR™ It automatically 
nets the daily dollar balances of 
branches and affiliates from 
Antwerp to Singapore, without 
zero balancing. 


Looking for America’s premier operating bank? 
Ask Société Générale de Banque how we balance the world for them every day. 
If your business involves the U.S. 
or U.S. dollars, Mellon Bank’s 
operating capabilities can give you 
a big advantage in many areas. 


Each branch retains the autonomy 
to manage its own foreign exchange 
position and maintains its individ- 
ual clearing-account balance, but 
MULTICLEAR minimizes the 

costly borrowing, idle balances and 
penalty fees that such flexibility 
usually entails. The savings can 
reach thousands of dollars a day. 
Available to banks and international 
corporations, the MULTICLEAR 
service provides a unique cost-allo- 
cation system which supplies all the 
information needed to fairly allocate 
clearing costs internally among 
branches and affiliates. 


Mellon Bank 


Mellon's unique combination of 
advanced technological systen 

seasoned professional judgment 
brought us international client 
seeking innovative solutions—f 
airlines to manufacturers, fron 
banks to oil companies, all arou 
the world. 


To find out what America's pre 
operating bank can do for you 
tact your nearest Mellon branc? 
representative office, or writ 
Mellon Bank International 
Box 999, Wall Street Statior 
New York, NY 10268, USA 


In the orld of business 





The Wing On Bank makes a world of difference. 


The Wing On Bank Ltd. 
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Sheung Kwai Chung Branch: 91-97 Shek Yam Road 
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= — — —- PROFITS ARE EARNED THROUGH- USE — NOT OWNERSHIP - — - OF EQUIPMENT 
NOW, WE MEET ALL YOUR NEED — 
ANYTHING THAT BELONGS IN THE CATEGORY OF 
MACHINES AND EQUIPMENT IS AVAILABLE — MACHINE TOOLS, 
CONSTRUCTION EQUIPMENT, MANUFACTURING MACHINES, 
SHIPS AND AIRPLANES, OFFICE MACHINES, 
FREEZING EQUIPMENT — AND SO FORTH. 


THROUGH OLC'S NETWORK 
WE NOT ONLY MAKE YOUR BUSINESS COMPLETELY ESTABLISHED WITH LEASING 
BUT ALSO PROVIDE ALL FINANCIAL SERVICES YOU NEED 





OLC's subsidiaries and affiliated Companies in Asia 2 H H 

Hong Kong — Orient Leasing (Asia) Ltd Orient Leasing (Asia) Ltd. 
— Orient Leasing (Hong Kong) Ltd 

Singapore — Orient Leasing Singapore Ltd = A 

Malaysia — United Orient Leasing Co., SON, BHD 

Indonesia — P. T. Orient Bina Usaha Leasing Orient Leasing (HK) Ltd. 

Korea — Korea Development Leasing Corporation 

Philippines — Consolidated Orient Leasing and 


Licenced Deposit—Taking Company 


Equipment Leasing Specialist 


Orient Leasing Co., Ltd. Finance Corporation 30th Floor, United Centre, 95, Quee nsway, Hong Kong. 
Thailand — Thai Orient Leasing Co., Ltd Tel: 5-295522-7 Telex: 75680 OLCHK HX 
TOKYO Sri Lanka — Lanka Orient Leasing Co., Ltd 


China — China Orient Leasing Co., Ltd 


ENGLAND | ank of Kuwait 


ED STATES OF 
Г 1 ; 4 This note is legal 
ONE & AV Ae | $ leder 


POUND $ I Ag ‘SINGAPORE 
DOLLAR 





The right connection in the Gulf. 





To put together a successful international At Gulf Bank we have those people. 
deal you need more than just capital. In New York. In London. In Singapore. 
You need the right people. People withthe In the Gulf. And we have the financial resources 
expertise and market knowledge required to to back them up. 
p you meet your objectives. We're here to help you deliver. 
New York London Kuwait Singapore 
The Gulf Bank K.S.C The Gulf Bank K.S.C The Gulf Bank KS.C, The Gulf Bank K.S.C., 
520 Madison Avenue European Representative Mubarak Al Kabir St 21 Collyer Quay * 17-01 
New York 10022 Office PO. Box 3200 Hongkong Bank Building, 
NY. U.S.A | College Hill, Safat Kuwait Singapore 0104 
Tel. 212-715-2300 London EC4R 2RA Tel. 2449501 Tel. 224 3722 
Telex: ITT 425858 United Kingdom | 2 ШИ j ) Telex: 2 2001 Telex: RS 22437 
GULFBK NYK Tel. 01-248 2843 e GULFBANKKT GULFBK 


GULFBKG. The Gulf Bank 











Oft he state, - -— 
by the state, .— 
for the state 


By M. C. Tun in Rangoon 


anking in Burma is a state monopoly, run by the state 

for the state. Its main function is to act as “ies 

instrument for the execution of the country's ecón 
mic planning. As part of the state bureaucracy, it operates 
behind the shield of official secrecy and releases no reports 
and returns for public information. It merely submits them 
periodically to the Council of Ministers which, in turn, may 
dole out bits of banking information through its omnibus 
“state of the nation" reports presented at twice-yearly sés- 
sions of parliament. 

As reorganised by the banking law of 1975, Burmese 
banks comprise the Union of Burma Bank (UBB), which is 
the central bank, and three subordinate banks each with a 
specific line of business: the Myanma Agricultural Bank 
(MAB), which dispenses agricul- 
tural credit to farmers; the Myanma 
Economic Bank (MEB), which ex- 
tends loans and advances to state 
economic organisations (SEOs) and 
semi-official entities such as 
municipal bodies and cooperatives, 
and which also operates the coun- 
trywide pawnbroking business, and 
the Myanma Foreign Trade Bank 
(MFTB), which handles foreign-ex- 
change transactions. (Myanma is 
the Burmese for "Burmese.") 

UBB is the bank of issue, serving 
the currency needs of the economy 
under the direction of the Planning 
and Finance Ministry. According to 
the .bank's figures, circulating 
currency stood at Kyats 11.68 bil- 
lion (US$1.37 billion). on 30 Sep- 
tember 1984 — a 15% rise in one 
year from Kyats 10.13 billion. This 
rise was said to be necessitated by 
the growth in gross domestic pro- 
duct and heavy public-sector in- 
vestments in major economic and social-development pro- 
jects. 

The bank claimed that despite this rise, inflation was 
kept to 4.58% during the year, or one percentage point 
lower than the previous year. A 28% increase in bank sav- 
ings during the year to Kyats 5.63 billion (from Kyats 4.41 
billion) was given as one reason for the low inflation rate. 
While this is true to some extent, the official inflation fig- 
ure nonetheless seems very low. The bank may have relied, 
as in previous years, on officially fixed prices of goods and 
services which hold true only in theofficial economy and 
seldom do so in the parallel or "shadow" economy of the ac- 
tual market-place. 

No one knows what the real inflation rate is, but almost 
everyone seems to agree that it must be painfully high, 
judging from the everyday complaints of housewives over 
bloated prices of most goods and services. One underlying 
cause seems to be excess liquidity — at least among some 
puytiened sections of the population — which the bank has 

een unable to remove through such soft measures as rais- 
ing the interest rate for savings (to a tax-free 8*6). 

The MAB is of particular importance as it is the only fi- 
nancial prop for the country's 9.2 million peasant farmers 
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who form the backbone of Burma's predominantly agricul- 
tural economy. Its seasonal loans for food crops rose fo | 
Kyats 845.4 million in fiscal 1980 to Kyats 1.142 billion 
1984, the bulk of which went to rice farmers as rice remains 
the main food and export crop. The MAB also extends cred- 
it at special rates to producers of industrial crops such as. 
cotton, sugarcane, jute and Virginia tobacco. In addition, it. — 
assists farmers with long- and short-term loans to acquire — 
cattle and new technology such as mechanical water- 
pumps and tractors. * 
The MEB extends medium and long-term credit to vari- _ 
ous SEOs, municipal bodies and cooperatives on the basis” 
not of their creditworthiness but of their operational plans. 
Provided these plans have been approved by the govern- - 
ment, and provision for their expenditures is made in the 
state budget, the MEB is virtually obliged to advance loans. 
to those SEOs that lack the financial resources needed. —  — 
According to an official report, the MEB's outstanding ~ 
debts against SEOs had jumped to Kyats 11.6 billion by fis- — 
cal 1981 from a mere Kyats 481.3 million five years before 
in 1977. They are unlikely to have decreased in the follow- 
ing years as state budgets continue to show deficits for | 
SEOs in the aggregate — and these deficits are financed by 
borrowings from the MEB. For fis- | 
cal 1984 (ended 31 March 1984) and = 
1985, the yearly budgets projected 
SEOs’ borrowing requirements at | 
Kyats 4,96 billion and Kyats 484 | 
billion respectively. For the current 4 
1 
à 





















fiscal year, 1986, which began on 1 
April, the budgeted borrowing re- 
quirement is Kyats 3.9 billion. 

However, these lendings will not — 
affect the MEB's capacity to extend. — 
credit as, unlike commercial banks — 
in free-enterprise economies, it is 
not subject to reserve requirements, | 
The MEB took a US$10 million loan | 
last year from the Asian Develop- _ 
ment Bank — the second since 19: d 
when it took a USS10 millionloanto | 
acquire foreign-exchange resources 
needed to meet the medium- and 
long-term credit requirements of | 
SEOs and cooperatives 

The MFTB's job is to handle 
foreign-exchange inflows and out- 
flows arising mainly from the coun- H 
try's external trade, and from loans and grants obtained _ 
from foreign sources. In fiscal 1984, foreign trade totalled | 
Kyats 8.2 billion in value (Kyats 4.9 billion imports and ~ 
Kyats 3.3 billion exports) and rose to Kyats 9.3 billion in ~ 
fiscal 1985 (Куа! 5.7 billion imports and Kyats 3.6 billion — 
exports). The trade deficits of these two years coupled with $ 
those of the preceding six years have resulted in à draw- 
down on foreign-exchange reserves, even though a good 
percentage of capital-goods imports were financed by 
foreign aid and loans. By September 1984, reserves had 
dropped to around US$95 million from about US$195 mil- 
lion in 1980. 

All the four banks earn profits from their operations, but 
the bulk of these profits go to the state coffers as contribu- 
tions under the 1975 banking law. For fiscal 1985, revised 
budget estimates forecast that as much as Kyats 954.8 mil- 
lion or 97.8% of the total profits of Kyats 975.9 million 
would be handed over to the state. The banks do enjoy a lib- 
eral bonus scheme based on good performance, but being | 
denied the right to hold and use at least a part of their own — - 
profits, they can hardly be expected to strive for more, or to 
worry about improving their services through acquiring 
modern banking technology. п 
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The Business Execi 


SCMP Mail Order Bookshop brings to the busy executive, investor, and 
money market professional a selection of invaluable business reference 
volumes. Each book is designed to give you the kind of information you need 
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432. Money Market Calculations 

Yields, Break-Evens And Arbitrage 433. Modern Portfolio Theory 

Without the use of à computer In à unique blend of the acade! 
1083. Zero Inventories 1958. The Managerial and Cost hundreds of calculations for and practitioner s points of vie 
An overview of stockless 197, Investment Manager's Handbook Accountant's Handbook determining the true yeld of this volume provides the portfc 
production that presents ^ reference that is a single A handbook that provides practical money market instruments under manager and the individual 
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production problems and portfolios that wal t benefit your managerial and cost accáunting ind this t shows how rı concepts and applications f 
implementing planning and clients und vourself, The 41 problems of modern business Formulas f tal return money management. The conc 
policy strategies. Ir provides a contributors to the book represent а enterprises. Includes: background and market valpatu ounting ire clearly stated with diagram 
framework for integrating the blue-ribbon group of top investment concepts, use of information, valuation, expected rafe of return and graphs to support and clar 
production and inventory professionals, and the information is organisation and control systems 1 yield оп daily compounding basis the explanations. Supplements 
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1092. The International Banking 
Handbook 
A one-of-a-kind sourcebook of 201. The Treasurer's Handbook 822. How Accounting Works: A 
today's radically new The Treasurer's Handbook will Guide for the Perplexed 823, Analysis of Financial 
imemational banking scene. И provide vou with an almost This book gives excellent Statements (Revised edition) 
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to bring back 


professionalism 


By Mohan Ram in Bombay 
go. ndian Prime Minister Rajiv Gandhi came into office 
1 Г: year promising, among other things, a major 
$ shake-up of the nation’s banking system. The prob- 
| lems he faces in doing so are formidable. The majority of 
` banks are state-owned, inefficient and run by public ser- 
vants rather than banking professionals. Past governments 
have made heavy-handed attempts to use the banking sys- 
_ {ешт as a tool for economic reform, resulting in a welter of 
= unprofitable transactions and bad loans and an erosion 
__ ef good banking discipline. Gandhi thus faces a Herculean 
` task. 
í Since the nationalisation of 14 major banks in 1969, In- 
_ dia's banking system has expanded phenomenally, but 
— the state, which now owns more than 90% of the banking 
— system (in deposit terms), has geared the industry to its 
| socio-economic priorities. The growing proportion of un- 
economic lending this called for, together with the continu- 
ous expansion of the branch network, has taken its toll of 
_ profitability, and there is now reason for serious concern 
— over the viability of the industry. 
— Public ownership of banking had its beginning in 1955 
— when the Imperial Bank of India (which had acted as the 
| government's banker) was nationalised and rechristened 
the State Bank of India. It and its seven associates consti- 
tuted the public sector until the 14 big banks were taken 
— over. This was followed by the nationalisation of six more 
` banks in 1980. Now the public sector comprises 28 banks, 
— and the private sector, whether Indian-owned or branches 
` of foreign-based banks, has become insignificant. 
The thinking behind the 1969 nationalisation was clear. 
The bigger banks were extensions of India's big industrial 
houses and in reality bank funds belonged primarily to 
those houses. With nationalisation, the banks were expect- 
ed to function as instruments of economic development and 
social change. They were — even the un-nationalised ones 
— directed to extend their services to hitherto unbanked 
— sections and areas. 
Lending to agriculture, small industry, artisans, self-em- 
_ ployed professionals and small exporters (known as the 
= priority sectors) was to be stepped up. Banks were expected 
— to support anti-poverty and development programmes 
through advances. Also, they were expected to take their 
__ services to the people through expanded branch networks 
| În the rural areas — an unattractive proposition because of 
the low profitability of small, remote branches. 
— Since this shift in banking priorities there has indeed 
` been a big expansion in branch networks in the coun- 
tryside. Since 1969, the total number of branches has risen 
by a massive 37,000 to 45,332 (and 63.3% of them are in 
rural areas). Up to February 1984, 22,461 branches had 
* been opened in previously unbanked centres. There has 
been a corresponding, impressive rise in deposits. From Rs 
46.46 billion (US$3.78 billion) in June 1969, aggregate de- 
posits rose to Rs 602.54 billion at the end of March 1984. In 
recent years, deposits have been rising 16-17% annually 
and early this year they crossed the Rs 700 billion mark. 
But at the same time, the profitability of the banks has 
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Gandhi: a Herculean task. 


been declining. The ratio of earnings to deposits dropped 
from 12.1% in 1976 to 11.2% in 1980 and sank further in the 
years that followed, though detailed figures are unavaila- 
ble. The percentage of net profit to working funds was 
0.1395 in 1983 against 0.1796 in 1982. This is likely to have 
declined further in 1984 for various reasons. 

Many banks were able to stay out of thered until 1983 be- 
cause their overseas branches made good profits. But over- 
seas operations have become less profitable due to the 
changed international banking environment — and over- 
seas branches of Indian banks have been unable to recover 





some advances made to India-related export ventures. 
Meanwhile, at home the proportion of bad debts has risen. 
Indian banks do not write off such losses, but continue to 
show them as outstanding, so balance-sheets could be mis- 
leading. Besides, the banks have yet to implement a wage 
rise backdated to April 1984, and this will push up expen- 
diture. 


external factors — the government's monetary, lend- 

ing and branch-expansion policies. Deposits consti- 
tute 90% of resources of banks and cost around 7%. Banks 
also borrow from the market at 9-10%. Stand-up and dis- 
cretionary re-finance provided by the Reserve Bank of 
India, the central bank, costs up to 14%. 

The yield of bank funds, on the other hand, depends on 
the permitted pattern of deployment. Around 11% of funds 
have to be used to maintain the cash-reserve ratio, 3% of 
which bears no interest while the rest fetches 10?5, making 
an average of 7.5-8%. In addition, banks haveto maintain a 
statutory liquidity ratio of 36%, to be raised in two stages 
to 37% by September 1985. The yield here is about 
7.5%. Thus nearly half the funds are pre-empted by the. 


Bae blame the gradual erosion of profitability on 
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government at average yields that hardly cover the costs. 

In addition, all nationalised and Indian-owned private 
banks wereset a target of allocating 40% of total lending to 
hitherto neglected priority sectors by March — and in the 
rush to reach the target, rural bank branches often ex- 
tended credit without properly assessing the viability of 
the purpose. Thus, a good proportion of outstanding debt is 
known to be in default and hardly recoverable. Meanwhile, 
permission to open a new branch in the lucrative urban 
areas is conditional on opening two branches in the coun- 
tryside where it takes up to five years for a branch to be- 
come viable. This has raised the cost of mobilising deposits 
for the banking system as a whole. It is a trade-off between 
social objectives and profitability, said one banker. 

After meeting the credit-reserve and statutory-liquidity 

uirements and lending to the priority sector, hardly 15- 
20% of lendable funds are left for commercial lending at 
higher rates of interest. But even here there is a ceiling on 
the lending rate. Irregular or doubtful debts are not limited 
to the priority sectors. Even the corporate sector contri- 
butes substantially to them. "Sick" (that is financially un- 
sound or non-viable) industrial units enjoying credit limits 
of Rs 10 million or more together owe the banks a stagger- 
ing Rs 27 billion, constituting 15% of lending to the corpo- 
rate sector in 1983. All this leaves the banks with precious 
little room to manoeuvre. The spread (interest received 
minus interest paid) is thin — between 2.8% and 5.1% for 
the relatively more profitable banks in 1983. 

The problem appears to be that a development-banking 
poliey is being implemented through a steamroller 
technique, with- 
out regard to an 
individual bank's 
capability or ex- 
Вет The 

anking system is 
directly controlled 
by the govern- 
ment, which looks 
at bank funds, be- 
longing in reality 
to the depositors, 
as an extension of 
its own budgetary 
resources. 

The concept of 
“equitable” com- 
mercial banking 
that underlies the 
government's po- 
licy has forced 
many banks to ex- 
pand in areas they А 
know little about while limiting their contribution in areas 
in which they have special capability. It is assumed that all 
banks can and should develop competence in fields as wide 
as financing development schemes for tribespeople to syn- 
dicating Euro-credits. All banks have been patterned into a 
similar: asset and liability structure and made to pursue 
uniform policies in allocating resources and in respect of 
branch expansion. 

Overall, the decline in profitability is due to external fae- 
tors. But low productivity and inefficient management also 
contribute to lowered profitability. The banking sector is 
one of India's high-wage islands and unions have been re- 
sisting computerisation. An accord has been reached at last 
and à three-stage plan for computerisation is taking shape. 
Increased productivity and stepped-up recoveries and effi- 
ciency in operations can check the erosion of profitability. 

Among Gandhi's shake-up plans is a slowing of branch 
expansion, and the premium will be put on consolidation 
before embarking on the next phase of expansion. Political 
appointees are likely to replaced by professionals as chair- 
men and directors of banks. But it is doubted whether this 
is a sufficiently hew approach to instil badly needed 
dynamism into the banking system. п 
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Swift move 
of a barter 
economy 


By Brian Shaw in Thimphu 


hutan's economy was monetised only relatively re= 
B cently. The transition from a barter economy — until 

1959 predominantly with Tibet — is continuing, 
under the strong influence of the kingdom's financial and 
trading relations with India over the past two-and-a-half 
decades. 

The Bank of Bhutan (BoB), the country's only bank, was 
set up by royal charter in 1968, and in 1972 became a joint 
venture with the State Bank of India (SBI). In January 
1982, the proportion of the issued capital of Ngultrum 2 3 
million (at par with the Indian rupee — thus US$203,250) 
was increased from 3:2 to 3:1 in the BoB's favour. This аге 
rangement holds until December 1986. The SBI provides 
the managing director (on secondment) for the BoB, whieh 
has been expanding rapidly in recent years. Apart from the 
head office at the southwestern border town of Phuntsho- 
ling, there are now some 20 branches, serving most of 
southern and central Bhutan towns. 

Operations of the bank have been highly profitable. For 
1983, gross profits were up 11.5% to Ngultrum 33.5 million 
and during 1983 (the latest year for which audited accounts 
are available), non-government deposits grew 36.9%, from 
Ngultrum 243.8 million in 1982 to Ngultrum 333.9 million, 
Individual deposits grew at 31%, while growth of corporate 
deposits was 17%. The number of term deposits went up 
76%, though there was negligible growth in the number of 
current accounts. This reflects the strong movement 
favouring high-interest-bearing accounts. 

The bank's advances at the end of 1983 amounted to 
Ngultrum 97.1 million (up from Ngultrum 83 million in 
1982). Sector spread was industry, 26%; transport, 2196; 
commercial; 19%; advances to the government, 18?5; gov- 
ernment-sponsored schemes, 7%; housing, 4%; agricul- 
ture, 1%, and miscellaneous, 4%. The bank finances all 
technically feasible and financially viable activities, 
though corporate proposals vetted by the National Com- 
mission for the Development of Trade and Industry enjoy a 
better rate for loans. The BoB invests its surplus resources 
outside Bhutan, principally with the SBI, which offers 
favourable interest rates as a consequence of the joint-ven- 
ture participation. This is supported by the Indian Govern- 
ment's grant of income-tax exemption on the interest thus 
generated for BoB. 

In fact, the BoB is — and has been for some years — em- 
barrassed by a growth in deposits unmatched by a demand 
for advances, reflecting the limited development to date of 
an entrepreneurial outlook among Bhutanese in the private 
sector. A leading member of the Bhutan Chamber of Com- 
merce, Karma Tenzin Dorji, of the Kuenphen complex of 
agencies, cheerfully acknowledges that most Bhutanese 
have no penchant for business, and prefer to leave it to 
others, notably to those who came as refugees from Tibet 
after 1959. Bhutanese are much attached to the self-suffi- 
cient lifestyle of prosperous farmers; many civil servants, 
for example, aspire to retire to farms (but preferably not 
too distant from towns). 

The most successful of private business ventures, Tashi 
Enterprises, is popularly thought to have profited from 
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“connections” (the chief shareholder is an uncle of the 
king); but its success in fact stems from the application of 
efficient, modern accounting and managerial techniques. 
Nevertheless, Tashi Enterprises’ success has had to be 
curbed somewhat in order not to overshadow other bud- 
ding business talent that may emerge. King Jigme Singye 
Wangchuck hopes that many existing government-run cor- 
porations can eventually be handed over to the private sec- 
tor, and this has already happened in profitable transport 
routes. 

To help encourage entrepreneurship, BoB now allocates 
upwards of 1% of after-tax profits annually to support a 
research-and-development fund for related programmes 
alongside purely financing activities. The bank is com- 
mitted to financing research activity, and is working in 
other ways to assist entrepreneurs in the identification 
and formulation of medium and small projects. A sepa- 
rate rural-credit scheme, funded externally, operates suc- 
cessfully under the supervision of the Royal Monetary 
Authority (RMA). The bank is.seeking ways of extending 
credit arrangements for raising agricultural production 
and for expanding related activities. The RMA on 1 
November 1983 took over the BoB’s previous role as 
banker to the government, and is also gradually taking 
over its foreign-exchange holdings. The bank is required 





Land auction in Bhutan: an attachment to farming. inr a 
to maintain a cash reserve with the RMA of 3% of deposits. 

Recruitment for the BoB comes under the authority of the 
Royal Civil Service Commission, but the bank is understaff- 
ed by at least 15% of requirements, The limited number of 
new graduates each year in Bhutan prefer to go to other 
parts of the civil service, The bank is not alone in having a 
growing staff problem, but this is one factor preventing a 
more rapid expansion of facilities. 

In general, as Bhutan enters the last year of its fifth five- 
year plan, the country's economy is poised for much faster 
potential growth. Funds available for domestic reinvest- 
ment will be greatly augmented after 1986 with the sale of 
surplus power from the Chukha hydroelectric plant to the 
Indian Government. The financial sector.is being soundly 
managed on conservative lines, without the need for deficit 
financing. The Indian rupee circulates within Bhutan 
alongside the ngultrum, but the RMA's intention is to move 
towards the issue of ngultrum only by the BoB (in part to 
strengthen national identity). This will, however, take time, 
and rupees will continue to circulate at par. Banking rela- 
tions with India are stable and cooperative, aided by the 
SBI's management and advisory role within the BoB. п 
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Impressive growtl 
By S. Kamaluddin in Dhaka 


espite the robust optimism of Finance Adviser 
D M. Syeduzzaman's 1984-85 budget speech, in which 

he pledged that “the economy has come out of reces- 
sion and is now poised for a period of growth," 
Bangladesh's gross domestic product growth for the year is 
unlikely to exceed 3.8%, far short of the 6% target. But this 
lack of growth — largely due to drought and flooding last 
year, which caused substantial crop damage — has not pre- 
vented either the private or the public sector registering an 
impressive growth in bank credit during the first eight 
months (to February) of the current fiscal year. 

This has apparently reflected sustained economic activi- 
ty in both the sectors as well as increased costs of raw mat- 
erials and equipment. Economic activity in the private sec- 
tor picked up following the government's introduction of 
various incentives and liberalisation measures in mid- 
1982. The decision to hand over 33 jute mills and 25 textiles 
mills to the private sector under the government's indus- 
trial disinvestment programme and to allow an almost free 
hand in establishing garment industries has given a major 
push to the private sector. 

Total domestic credit during the eight-month period rose 
by Taka 18.09 billion 
(US$717.85 million), 
or 19.5%, to Taka 
110.68 billion. Of this, 
credit in the public 
sector rose sharply by 
Taka 5.17 billion, or 
17.33%, during the 
period, compared to a 
net decline of Taka 1.2 
billion, during the last 
fiscal year. However, a 
decline in the govern- 
ment sector of Taka 1.6 
billion, or 10.6%, re- 
duced the overall pub- 
lic and government 
sector rise to 8.5%. In 
the private sector, 
credit rose by Taka 
14.55 billion, or 29.6%, 
to Taka 63.57 billion. t 
Total bank credit dur- |Syeduzzaman: optimistic. 
ing fiscal 1983-84 in- 
creased by Taka 14.63 billion, or more than 28% over the 
previous year. 

The increase in bank credit in the private sector was 
mostly caused by the government's liberal import policy, 
the enlarged agricultural-credit programme and a gener- 
ally liberal credit policy for the productive sectors. The 
largest proportion of private-sector credit went to the ag- 
riculture sector in a programme designed to make funds 
available on time to the farmers to enable them to buy in- 
puts to achieve increased productivity. In the industrial 
sector, jute mills had to borrow more than usual due to a 
sharp increase in the cost of the raw jute. 

Raw jute production suffered badly because of the bad 
weather and total production has been estimated at not 
more than 4.5 million bales as against a target of 6 million 
bales. As the local jute mills had to compete with foreign 
buyers of raw jute, prices shot up to an unprecedented level 
of more than Taka 3,000 a bale. Perhaps this more than 
anything else contributed to the sudden increase in bank 
credit in the public sector during the period. Despite disin- 
vestment, the public sector still controls more than 60% of 
jute-goods production. 
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as industry gets a boost 


As credit expanded, so money supply, both 
narrow and broad, increased substantially 
Narrow money (M1) rose by Taka 3.45 billion, 
or 9.575, to Taka 39.98 billion during the first 
eight months compared to Taka 9.8 billion or 
36.67% during fiscal 1984. It rose most sharply 
during the second quarter (October-December 
1984) by Taka 5.6 billion, or 15.3%, to Taka 
42.14 billion. Since last December, Bangladesh 
Bank, the central bank, has taken a number of 
fiscal measures which have, up to a point, effec- 
tively checked and in any event have somewhat 
reduced the money supply. 

These mostly involved interest-rate changes, 
but as a further measure to mop up part of the 
excess liquidity, the bank has put a restriction 
on its own refinancing scheme. "The central 
bank," governor M. Nurul Islam told the 
REVIEW, "has provided 15-20% of the total 
bank credit through its refinance scheme, Now 
renewals of such refinanced loans are carefully 
checked and are being renewed for 90 days only <P 
on the basis of liquidity problem." e 

Similarly, the export-credit scheme, which 
has provided automatic back-to-back credit, is 
also being watched carefully and reviewed. In addition, 
Islam said, a credit ceiling has been imposed on banks and 
the House Building Finance Corp., the statutory body 
which finances house building with funds from the Bangla- 
desh Bank, failed to obtain additional funds of Taka 300 
million and had to be satisfied with its allocation of Taka 
1.74 billion for the year. 

Despite sharp increases in money supply for three suc- 
cessive years, inflationary pressures appear less significant 
because of a decline in the income velocity of money. The 
central bank in its report for fiscal 1984 says: "The income 
velocity of broad money declined from 4.77 in 1982-83 to 
3.71 in 1983-84. Although the increase in prices during 
1983-84 has been much less than warranted by the rapid 
monetary expansion, this cannot be adequately explained 
by an increase in the asset demand for money as reflected in 
the increase in ratio of time deposits to total liquidity or an 
increase in liquidity as represented by indebtedness of the 
private sector or both. This may in signifi- 
cant part be due to the lag factor." Whileagree- 
ing with this theory, a World Bank specialist 
said that income velocity has declined as people 
who have money are not spending but are sav- 
ing. 

Meanwhile, six private banks, which opened 
in 1982 and vigorously tried to make their pre- 
sence felt, have been doing reasonably well, 
with. more than 50 branches now in place in 
major towns and business centres. But the pace 
of expansion has slowed and they appear more 
concerned with consolidation rather than ex- 
pansion. Two of these banks — Arab Bangla- 
desh Bank and Islami Bank Bangladesh — are 
joint ventures in collaboration with foreign 
sponsors while the other four — National Bank, 
City Bank, United Commercial Bank and IFIC 
Bank — are Bangladeshi-owned. The govern- 
ment holds 5% equity in all the private banks. 

At the same time, two major nationalised 
banks Uttara Bank, with about 200 
branches, and Pubali Bank, with nearly 400 — 
were handed over:to the private sector. The 
original shareholders were given preference 
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in buying shares but a large number of new shareholders 
bought a substantial amount of equity, While these two 
large banks suffer from the same problem as the remaining 
nationalised banks — over-exposure to losing rural bank- 
ing as a part of their social obligations — they will gradu- 
ally either close down some of their losing rural branches or 
hand them over to the Bangladesh Krishi (Agriculture) 
Bank, a government-owned bank specialising in financing 
the agricultural sector. 

Seven foreign banks — Grindlays, Standard-Chartered, 
American Express, Indosuez, Bank of Credit and Com- 
merce International (BCCI), State Bank of India and Habib 
Bank — function in Bangladesh, mainly concentrating on 
trade financing. However, they — especially Grindlays, 
American Express and BCCI — are now becoming more in- 
terested in short- to medium-term project financing. For 
them, business has been fairly good despite political uncer- 
tainty. 
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„ THE ISLAMIC WAY 


No interest —but 
much attraction 


_ By S. Kamaluddin in Dhaka 


slamic banking, based on Islamic principles and sharia 
— the Islamic law — was considered something of a 
joke by non-Muslims until a few years ago, but it has 
now become an established fact. At least three countries — 
— Tran, Pakistan and Sudan — have replaced conventional 
— banking completely by Islamic banking while another two 
_ dozen Muslim countries practise it side by side with the 
= Conventional banking system. Apparently it is just a matter 
9 of time before others follow the lead taken by the three. 
Islamic banking, to put it simply, avoids any un-Islamic 
practice in general and riba, or interest, in particular. The 
= Islamic banks function under a profit-and-loss system, be- 
coming direct partners of both the depositors and the bor- 
rowers. (Islam prohibits acceptance as well as payment of 
. interest.) 
l - Sceptics who believed an interest-free banking system to 
_ @ be impractical were proved wrong following the establish- 
— ment of the Islamic Development Bank in October 1975 by 
| the Organisation of the Islamic Conference, an organisa- 
— tion which embraces all Islamic countries. Its success in 
carrying out development banking on Islamic principles 
x _ encouraged further experimentation in setting up Islamic 
- commercial banks. Such banks are even operating in non- 
Muslim coüntries, for example, Luxemburg and Denmark, 
though they were established by groups of rich Muslims. 
However, the establishment of Islamic banks and their 
functioning in countries where conventional banking en- 
joys a predominant position has not been easy. They ex- 
a perienced problems in coping with a system which was 
— "after all founded on the basis of interest. But by now, many 
— countries have adjusted their rules and regulations to ac- 
commodate the peculiarities of Islamic banking. The gov- 
ernors of central banks and monetary authorities of the 
Islamic countries at a meeting in Khartoum a few years ago, 
» adopted a guideline report on Islamic banking prepared by 
a select committee of governors. 

A further study by an expert group, evaluating the pro- 
gress made in implementing the guidelines, was considered 
| by the sixth meeting of the governors of the Islamic banks 
Я held іп Dhaka in early February. The governors, apart from 

requesting the member countries to encourage Islamic 
- banking, also felt that the issue involved a “comprehensive 
gus covering the overall monetary policy, including 
` but not limited to, control of liquidity in member states." 
_ A: S. M. Fakhrul Ahsan, economic adviser to the 
Bangladesh Bank, the country's central bank, and a leading 
light of the Islamic banking movement in Bangladesh, told 
the REVIEW that Islamic banking is a new concept and a 
challenge and therefore calls for cautious steps towards 
- promotion and familiarisation to ensure sound develop- 
ment. The leaders of the movement for Islamic banking are 
aware of the problems they face in developing a new con- 
cept of banking based on religious belief and the risk they 
# run if they try to speed up the process. The modest success 
of the new system has obviously given them more confi- 
dence, but any hasty step at this stage may be counter-pro- 
ductive, engendering resistance from the non-Islamic 
world. 
Agreeing, Ahsan said: "Since the Islamic system of bank- 
ing is a practical manifestation of Islamic principles and 
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consti implementation of їзїш banking 

However, the success achieved by the Islami Bank 
Bangladesh — the country's first Islamic bank — in its 18 
months of existence, shows how the problems can be over- 
come. The Islami Bank, a joint venture between foreign 
Muslim partners (70%) and locals (30%), has become quite 
competitive in terms of providing profits to its sharehold- 
ers as well as attracting borrowers and investors. 

The Islami Bank has a network of seven branches and is 
expected to open at least six or eight new ones during this 
year. According to its executive president, M. A. Karim, 
Taka 8 million (US$310,000) worth of bank shares (10% 
of the equity) will be offered to the public within this year. 

During the first full year of operation in 1984, said 
Karim, the bank distributed 9.8% profits to its savings- 
account holders compared to normal interest on savings ac- 
counts of 8.5%. “Initially,” Karim said, “the bank was not 
very serious about deposit mobilisation without develop- 
ing avenues for investment and by December 1983 total de- 
posits had reached [only] Taka 140 million. By December 
1984, they went up to Taka 633 million and by 27 March 
1985 to Taka 850 million. Deposit target for the current 
year has been set at 
Taka 1.15 billion.” 

Profits to term 
depositors during 
1984 were slightly 
below the rate of in- 
terest paid by other 
commercial banks 
to their depositors 
—one year; 11.31%; 
two years, 12%; 
three years, 14.13%, 
compared to in- 
terest rates of 
13.596, 14% сапа 
15%, respectively 
— but Karim ap- 
pears confident that 
by early next year, 
his bank will be 
able not only to 
match but to exceed 
that. 

Certain anom- 
alies which were ap- 
parent earlier, such 
as the bank's share 
of the profit from 
venture with 


Worshipper at Dhaka's Star Mosque: 
making haste slowly. any 
the borrowers, are 
now accepted as operating costs of the business while pro- 
fits given by the bank to its depositors are now treated as 
revenue expenditures by the National Board of Revenue. 


under statutory provisions all commercial banks in 
Bangladesh must keep 20% of total deposits in the 
government's interest-bearing treasury bills or bonds, 
which conflicts with the Islami Bank's basic principle. It is 
now asking the central bank to issue debenture bonds — on 
10-20-year terms — with a rate of profit (not interest) based 
on the annual growth of gross domestic product. This will 
enable the Islami Bank to use 20% of its funds somewhat 
more productively. Currently it refuses to accept any re- 
turn from the central bank on the bills and bonds. 
Bangladesh Bank governor Nurul Islam told the REVIEW 
that the government was inclined to permit establishment 
of more Islamic banks in the country but has revised its ear- 
lier decision to open a window under the profit-sharing 
concept in all the nationalised banks. "This," he says, "is 
simply to avoid a complicated accounting system." п 


O: peculiar problem that affects Islami Bank is that 
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"Information about money is becoming 


almost as important as — 
That's why we developed Citi 


1984 Citibank, N-A. Member FDIC 


From The Citi of Tomorrow:..CitiBanking today. 
How much to invest? Where to invest? When to 
invest? The right information at the right time can 
make a crucial difference to your company. The 
difference between investment success and failure, 
profit and loss. 

CitiBanking gives you that information. Accurately, 
reliably, electronically. In seconds, you can get current 
money market rates. Up-to-the-minute foreign ex- 
change summaries and exposure analyses. Cash avail- 
ability analyses. And more. All with remarkable ease. 

Only CitiBanking gives you real-time aecess to 
your accounts in over 33 countries—for information 
and transactions. 

CitiBanking gives you unmatched security, too. 
Because you communicate with Citibank offices 
around the world through our own private financial 
telecommunications network. 

To find out how your company can benefit from 
the worlds most advanced electronically delivered 
financial services, call your local Citibank Account 
Manager. You'll get the services vou need to make the 
most of your company’s money, day after day. 


FILI Cnm TT Te CITI” 
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GLOBAL ELECTRONIC BANKIN 


itself. 


anking.” 


At FW Management Opera- 
tions, we specialize in making new 
and existing industrial plants more 
profitable. At any stage, from plan- 
ning through operation, we provide 
management experts to help you. 

We can work with you during 
design, engineering, and construc- 
tion to assure that your plant meets 
performance specifications. We can 
commission your plant and set up a 
maintenance program for you. 

We сап assign plant personnel, 
or assist you in recruiting your own 
personnel, locally or worldwide. 
We can train your team in manage- 
ment, operations, and marketing. 
And our people will stay with you 
as long as you need them. 

Right now, at an oil refinery in 
Saudi Arabia and a salt plant in 


Uganda, our people are involved in 
both plant operations and training. 

Ata fertilizer and chemical 
plant in Bangladesh, we are train- 
ing all craftsmen, operators, and 
supervisors required to construct, 
maintain, and operate the complex. 

At a power plant in Ecuador, а 
refinery in South Korea, and a fer- 
tilizer plant in Egypt, we are help- 
ing to move new plants through the 
critical start-up phase. 


Whatever you produce— paper, 


food, metals, or anything else—we 
can help you. Wherever we go 
around the world, we have the ca- 
pabilities of Foster Wheeler behind 
us and an 80-year heritage of suc- 
cessfully engineering, constructing 
and operating industrial plants. 
Solet us become part of your 


team. We can run your entire 
operation for you. Or we can 

train your people and then phase 
ourselves out. Our principal offices 
are in Houston, Texas; Reading, 
England; and Milan, Italy. Talk to 
us and get a running start today. 


FW Management Operations, Ltd. 
Aldwych House, 2 Blagrave Street 
Reading, Berkshire, 

RGI 1AZ, England 

Phone: (0734) 583585 Telex: 848600 
Hong Kong—Ocean Centre 

Tel: 3-721-1711 Tix: 37512 
Singapore—Shaw Centre 

Tel: 733-5216 Tlx: RS39292 





FOSTER (0 WHEELER 


Well run your plant for you. 
Or well get you off to a running start. 





! ARTS & SOCIETY 
MADE IN THAILAND 


ade in Thailand — our land. 
We have good things in abun- 
dance from. Sukhothai to Lop 
Buri, Ayutthya, Thonburi and the 
present ВМА :[Bangkok Metro- 
politan Administration], the 
city where people fall into sewers 
— no let'snot be nasty about them. 

Made in Thailand — we do it our 
own way. Even our singing and 
dancing are full of excellence ad- 
mired byi Farangs [Westerners], 
but unappreciated by Thais, af- 
raid that they are not up with the 
latest trends. 

Made in Thailand. We make 
trousers and jeans and send them 
away by plane — Thais get the 
credit, but Farangs reap the pro- 
fits, 94 
Made in Thailand. As long as 
tags say Made in Japan things will 
sell. Guaranteed: to be foreign 
made and from the latest fashion 
magazines. They don't cheat us, 
we only fool ourselves. 





























BANGKOK POST 





Yuenyong: of conscience and social injustice, 





The pulse of pop protest 
and a rhythm for life 


By Paisal Sricharatchanya in Bangkok 


ont Thai pop song has captured 
an extraordinary number of 
hearts: it is played in plush Bangkok 
discotheques and rural temple fairs; it 
is sung by kindergarten toddlers and 
old country folks. The title is Made in 
Thailand. The group that produced the 
song is called Carabao, Tagalog for 
buffalo. 

In just four months since the volume 
was released last November, an esti- 
mated 800,000 copies have been sold 
and sales are likely to hit the unpre- 
cedented 1 million mark soon. (The 
bubble-gum pop group Grand-X once 
claimed to sell more than a million 
copies of one of its hitalbums, but most 
music analysts discounted the figure as 
being exaggerated.) In sum, both the 
song and the group are causing the 
biggest sensation in the history of 
modern Thai music. 

Thetype of music played and sung by 
Carabao is actually nothing new. 
Known here as *music for life" (dontree 
pher cheevit), it breaks away from the 
traditional love theme, as the phrase 
goes, to raise people's consciousness, 
particularly about social injustice. 

This music was born in the after- 
math of the October 1973 uprisings, 
during which the dictatorial military 
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regime of Thanom Kittikachorn and 
Prapas Charusathien was toppled by a 
massive student demonstration. One 
prominent group to emerge in the post- 
1973 era was Caravan, whose political 
protest songs — resembling those by 


Bob Dylan and American singers of the 


Vietnam War era — had a major im- 
pact in student and other intellectual 
circles. 

Members of Caravan joined 
thousands of students and intellectu- 
als in the exodus into the jungle, or, 
more specifically, into the arms of the 
outlawed' Communist. Party of Thai- 


land, following the bloody military | 


coup of October 1976. Like the major- 
ity who fled, they later returned under 
the government's amnesty programme, 
tried to revivetheir music, but without 
much success. At the second concert 
for the United Nations Children's 
Fund held in Bangkok last year, Cara- 
van announced its (temporary) dis- 
bandment, but the group is understood 
to be recording a new album now. 

In more recent years, the Thai musi- 
cal scene has seen the emergence of 
more than half a dozen other groups, 
similarly preoccupied with socially re- 
lated. themes. However, none has 
proven as successful as Carabao. Why 








is this? Most critics agree that theseven 
musicians who make up the band 
today particularly band leader 
Yuenyong Opaku], better known as 


"Ad Carabao," "who is also the pro- 


ducer and lead vocalist are profes- 

| sionally superior to other groups. The 

professionalism is evident in melody 

and lyrics, as well as the group's mar- 
keting/promotion strateg, 

The band was first loosely formed in 

1976, while Yuenyong was studying 


architecture in the Philip; hence 


KAMPUCHEA 


үү" is merciless and. offers 
nothing but suffering and 
hardship. 

Blood splashes with tears, 
mountains of skeletons turn to 
ash. 

Today is unlike yesterday, the 
past disappears in a flash. 

The sky-high mountain beasts 
are silent. The artillery fire speaks. 

Only children, women and old 


nes 


people remain in the towns. All are 
frightened of war. 

With every gunburst, loincloths 
fly, the stream is filled with blood 
— the stream of Kampuchea 

War has no mercy for men or 


women, or even children, any- 
where. Fighting for victory de- 
stroys all that was built. 

Crops are destroyed, people die. 
After the last bullet is fired, there 
may no longer be a population. 





the Tagalog name of the band. Follow- 
ing his return to Bangkok two years 
later, Yuenyong, then without a proper 
back-up band, teamed up with other 
groups in a series of low-key perform- 
ances in various Bangkok night spots. 

It was only in 1981 that his first 
album (using the Carabao tag) — Lung 
Khimao (Drunken Uncle) — hit the 
market. Successive albums made the 
band increasingly popular, leading up 
to the fifth and current super-hit 
album Made in Thailand. 

Although many Thai groups simply 
plagiarise Western pop melodies to 
back up their Thai lyrics, most of 
Carabao's songs are original composi- 
tions. The musical style is influenced 
by American country-rock music, but 
also bears the stamp of Thai folk 
music. Yuenyong is a native of Suphan 
Buri (north of Bangkok), the bastion of 
Thai folk songs 

Of equal if not more importance are 





the simple but’ thought-provoking | 


lyrics. The polities of the songs are 
modishly confused. Yuenyong feels 
strongly about such issues as corrup- 
tion and dictatorial government and 
during his performances wears a 
Khmer Rouge cap — a gimmick vag- 
uely signifying “the people's struggle.” 
In a song entitled Refugee he laments 
the plight of Vietnamese boat people, 
while pointing out that these people 
would not be floating on the high seas 
today had the pre-1975 South Viet- 
namese government been less corrupt 
and more disposed to equal distribu- 
tion of wealth. 


D espite such sentiments and the fact 
that some people consider Yuenyong 
to be a revolutionary, one should 
perhaps not make too much of thegroup's 
politics. Like most rock musicians they 
are poseurs. And, inany case, the present 
generation of Thai students, growing 


Chinese youth in concert to 
increase the tempo of change 


By Mary Lee in Peking 

he audience’s behaviour was stand- 

ard, if a little mild, for a pop con- 
cert. What made it an astonishing 
event was that it was happening in 
China. On the night of 7 April, chart- 
topping British pop group Wham gave 
the first pop concert ever held in China 
— under the auspices of the All China 
Youth Federation and Ministry of Cul- 
ture, no less. It looked as if the Middle 
Kingdom, propelled by curiosity, had 
taken a leap into the dark — and had 
emerged with mixed reactions. 

When China decided to open its 
doors to the outside world five years 
ago, it was accepted by the party 
leadership that some dust of capitalist 
decadence would blow in, along with 
modern technology and management 
which the country badly needed. Much 
of this “spiritual pollution” has come 
in via Hongkong. (The Wham concert, 
according to officials, was looked upon 
favourably after the successful conclu- 
sion of Sino-British talks over Hong- 
kong. Chief Chinese negotiator Zhou 
Nan sat alongside his British counter- 
part, Ambassador Sir Richard Evans, 
during the concert.) 

A campaign to stem the spread of de- 
cadence was mounted in late 1983, but 
was short-lived. The anti-spiritual 
pollution campaign was abandoned in 
late 1984 after the leadership realised 
it had become a political movement to 
purge pro-reform elements at the pro- 
vincial level. Certain elements of that 
campaign are still around but it is now 
targeted at pornography which is 
being marketed in the form of video- 
tapes or as sensational newssheets — 


114 





tabloids carrying stories which excite 
readers, instead of the more usual 
soporific commentaries on socialism 
with Chinese characteristics. 

Late last year, signs of liberalisation 
began to emerge in the major cities in 
China. Dancing — at that time only the 
sedate waltz and foxtrot — spread as a 
means for single people to socialise. By 
February, however, the beat had in- 
creased considerably and with it, the 
incredible sight of Chinese youth 
wriggling and gyrating on dimly lit 
dance floors. Younger people also 
began to shed the traditional baggy 
blue Mao tunic and trousers for colour- 
ful clothes. But all this pales in com- 
parison with what happened that Sun- 
day night in the worker’s stadium in 
Peking. 

Westerners who attended the con- 
cert went more to see how the Chinese 
audience — fed on a diet of socialist 
dogma for the past 35 years — would 
react to a group who looked as if they 
had stepped off another planet. They 
were not disappointed. The evening 
got off to a good start when a black 
“break-dancer” dressed in white and 
wearing a People’s Liberation Army 
cap backwards, leapt around the stage 
and among the audience, warming 
them up for the main event. 

Lead singer George Michael soon 
had Westerners in the audience danc- 
ing in the aisles. Their behaviour — 
and the beat — rubbed off on local 
Chinese as well. But then ugly scenes of 
confrontation with green-uniformed 
police followed as these officers, 
posted around the stadium to maintain 





up inarelatively liberal atmospheres 
not nearly as militant as the generation 
which took to the jungle: Vague “socio- 
economic” messages aré more popular 
than revolutionary slogans, it seems. 

Carabao’s best songs mock contem- 
porary Thai attitudes: Made in Thai- 
land may appear to Беа call to boycott 
foreign goods, but it actually ridicules 
the false obsession of many Thais with 
the superior quality of foreign goods. It 
emphasises the fact that the quality of 
many Thai products ‘is perfectly al- 
right; good enough,'in faet, to be éx- 
ported. 

The coincidence of the government's 
current “Buy-Thai" ‘campaign has ap- 
parently given thé song an extra boost 
— it has become the theme song in 
numerous Thai-product exhibitions 
now held in various Shopping centres. 

The other nine songs on the album 
are also popular: One of them — Harm 
Thiem (Artificial Insemination) — is 














An elated fan: moving to the beat. 





order, tried unsuccessfully to get the 
Westerners to sit down and later to 
drag out the swinging Chinese. Some 
were in fact taken out of the stadium — 
and attempts by the press to find out 
what happened to these people were 
unsuccessful. According to Michael 
the *younger Chinese in the audience 
were intimidated by the behaviour of 
the police." 


t least half the audience were mid- 

dle-aged cadres. Michael said after 
the concert that he was "a bit frus- 
trated that the best seats in front of the 
stage went to middle-aged dignitaries. 
They're not exactly the age group that 
is the most responsive." There was, 
however, a visible minority of fashion- 
ably dressed locals — no longer in their 
teens — to offset the stony-faced 
among the audience. A 28-year-old 
cook, Chien Jingling, spent móst of the 
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WELSH SOLOHd 


љациси y uie Bgovernmert ION T: 
and TV broadcast, though one is al- 
lowed to play.it privately. It is about 
the life of an indebted farmer who 
craves to get. married but cannot be- 
cause he is too poor. In the end, he is 
resigned to\the prospect of following 
the course of buffaloes, made to repro- 
duce from the sperm bank. 

Other songs-highlight the plight of 
massage-parlour girls who withstand 
physical and: mental abuse to tend to 
their aging; parents and younger sibl- 
ings; the growing number of educated 
unemployed, and a poor, divorced 
father who encourages his son to stick 
to his studies,in.a temple school. There 
is also a song about a spoiled rich kid 
who, not receiving proper attention 
from a father too; preoccupied with 
making money;:is.led astray and ends 
up committing..serious crimes for 
which he will be-executed. 

Unlike Caravan, whose songs were 








for Caravan's political struggle, he has 
opted for a тоге, pragmatic business 
approach. 


n a mutually, beneficial arrange- 

ment, the band has struck a deal with 
Thai Pure Drinks Ltd, the local bottle: 
of Coca-Cola, whereby the latter 
shoulders promotional expenses in re- 
turn for advertisements using Carabao 
cássettes and concerts. Promotion — in 
the form of radio and TV spots — en- 
hances Carabao's popularity, but the 
publicity for Coke is also enormous. 
The company now aptly claims that it 
is supporting the Made in Thailand 
album in compliance with the govern- 
ment's Buy-Thai campaign. 

As audience demand has grown the 
band has been constantly on the road, 
staging an average of 20 concerts a 








Wham on the Great Wall: first to China. 





evening on his feet, moving to the beat. 


Chien said he was not afraid of being 
black-marked for his behaviour, and 
seemed genuinely intoxicated by the 
group's performance. Yes, he would 
pay Rmb 5 (US$1.75) again to see 
another group like Wham perform. 
Yes, we should have more such con- 
certs, he said. 
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But one official, 
who would only iden- 
tify himself as Huang, 
reflected a typical 
middle-aged cadre's 
reaction, after his 
curiosity had been 
satisfied. “It was an 
interesting perform- 
ance. Now that we've 
had one such show, 
perhaps more will 
follow. But personal- 
ly, I think shows like 
this contain certain 
aspects which do not 
suit our present con- 
ditions,” he said. That 
sort of response was 
not what Michael and 
his managers had ex- 
pected. “I had toned 
my act down consi- 
derably for China,” 
Michael said. “I'm 
usually sexier on 
stage, but perhaps I 
did move my hips a 
little too much.” 

But Michael's 
movements on stage 
did not excite the au- 
dience as much as his 
two women dancers 
who, for the final 
number, appeared in 
short, tight leather 
outfits. A delicate 
moment occurred 

— — — during a 10-minute 
break when a video of the group's hit, 
Careless Whispers showed a sexy scene 
with Michael kissing a young woman 
in bed. Older members of the audience 
shifted uncomfortably in their seats. 
Wham did, however, lower their am- 
plification by half — which led to com- 
plaints among some Westerners that 
the sound was not loud enough. 











monin im various parts or гпапапа: 


According to Yuenyong, the group has | 
covered 80,000 km by road, besides fly- | 


ing, over the past one-and-a-hal 
years. Against about Baht 70-100,000 
(US$2,700-3,850) charged by other faz 
mous groups for each concert, Carabao 


charges an average Baht 20,000 for 
each upcountry performance. Despig= 
ing exploitation of the poor, the band 
reportedly felt an obligation to per 


form for those who yearn to hear them, 


Social consciousness also prompted 
the band to donate large sums of 
money to worthy causes. Proceeds 


from producing TV commercials for 
Coke — Baht 500,000 — plus other don- 
ations, are set aside for a foundation 
which will tend to the educational 
needs of deprived rural youths. The 
band is now planning a month-long 
concert tour of the West Coast of the 
United States. The proceeds will also 
go to the foundation п 





The group has become an instant hit 
in China, despite the fact that the 
majority of its new-found fans know 
nothing about it or can hardly under- 
stand its songs. About 15,000 cassettes 
of its latest album, Make It Big, which 
were given out free, are now being furi- 
ously copied and sold for around Rmb 
20. Asked what the usual price was for 
a pop-music cassette, a fan said: "Who 
knows? There's never been a cassette 
like this available in China." 


wr had to pay for causing sucha 
bang in China — but then, only in 
China would a chart-topping group 
have to pay for the privilege of per- 
forming. The eight-day China tour and 
two concerts (the second in Canton on 
11 April) cost the group £300,000 
(US$362,000). “The Peking concert 
was very successful,” said manager 
Jazz Summers. “The Chinese have 
taken us to the cleaners. They wanted 
to charge us US$100,000 for making a 
documentary on our tour of China be- 
cause it was on 35 mm film. So we said 
forget it and decided to use 16 mm film 
instead. And they charged us US$2,000 
just to feed the people who moved our 
equipment on and off stage." 

Wham's concert has been described 
by the group's promoters as a "coup" 
because they beat other groups to it. 
Asked how they were allowed im, 
Michael said: “We're not decadent like 
other pop groups." However, 3 
member of the band ended up in the 
mental ward of a Peking hospital after 
he went berserk on board a flight to 
Canton on 8 April. According to Sum- 
mers, he had not been feeling well 
and had been hallucinating. The morn- 
ing «after their Peking concert, Й 
seemed as if Wham had left behind a 
generation gap in China: the young 
said they loved the concert while the 
middle-aged seemed relieved the whole 
business was over and done with. 
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Years in the Melting Pot: From 
ing to Chicago — the Adven- 
‘of a Chinese Newsman in the 
ted States by Liu Zongren. China 
оок= & Periodicals, San Francisco. 
$14.95. 


























































at does a Chinese gentleman, a 
family man and a model of pro- 

an rectitude do when he finds 
iself in an American sauna with an 
ctive young divorcee whose towel 
lipping towards her waist." 
Li ngren,a writer 
б on. a two-year 


rom looking in her direction." It 
not be fair to reveal the whole 
ia morality tale and so I leave to the 
to discover what happens when 
; the lady with the towel prob- 
lecided to give the hapless (or for- 
е, depending on your point. of 
Мг Liu a massage to clear his 
es. 

the accounts of Westerners visit- 
nina: there is noshortage. Library 
es are bulging with books written 
rnalists, ambassadors; exchange 
dents, and tourists back from 
rlwind trips to the Great Wall. To 
nowledge, however, Two Years in 
lting Pot is the first book-length 
unt by an informed Chinese visi- 
the US. Liu spent 22 months in 
76, from 1980-82. His book is in- 
mal and entertaining and far more 
sonal and open than might be ex- 
d of a China Reconstructs news- 


The book is especially engaging be- 
ause the reader becomesawareof how 
ten things taken for granted by na- 
ve Americans are sources of curiosity 
he outsider. Like most visitors from 
Mlation-dense Asia, Liu is struck 
iheópen space in the US, even in its 
ded cities. "In Beijing," he writes, 
become skilled at manoeuvring 
lf quickly through the crowd of 
blanketing most. streets.” But 
largely empty sidewalks in the 
fluent Chicago suburb where Liu 
fst lived, left him homesick and 
lonely. “I had the feeling of being an 
outcast, completely alone in some de- 
serted city," he stated. 
Liu was constantly awed by the US' 
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bundance of resources. The coal de- |. 


E 


posits of Illinois. have barely been 
touched; much of the US is covered by 
forests that would have been turned to 
farmland in China cerituries ago, he 
commented. Upon returning to Peking, 
he told his wife of the “endless national 
parks along the highways of Indiana, 
Kentucky, and Tennessee.” “All of 
them might make good fields,” he 
noted. aye 

Liu recalled for her benefit a trip toa 
farm in Missouri. What remains fixed 
in his mind more than anything else 
was the sight of uncollected apples, 
rotting beneath the. tree from which 
they had fallen. It was not intentional 


| waste, he wrote; "Instead, it is what 


happens ina situation where there is so 
much abundance that’ a few dozen 
extra apples arenot needed." . 

While envying the US' abundance, 
he was aggravated by the profligate 
use of its resources. On his first 


night in Chicago, while staying in the 
home of a university professor, he is 
aghast at the luxurious bedroom as- 
signed to him. “Such a huge room for 
one person! And six lights in the one 
bedroom —- table lights, wall lights, 
even a bed light! Why would one per- 











; thts?” he wondered. 
Liunever adjust to the extrava- 
gant use of electricity. Не insisted on 
using only one of the passel of lamps at 
his disposal and ran around the house 


| extinguishing lights which his host 


family carelessly left on when they 
went out. Environmental groups seek- 
ing to encourage conservation could 
make good use of Liu's reflection's on 
the US' wasteful habits. 


iu's book is rich with insights into 

American middle-elass mores seen 
from the perspective of. an often- 
perplexed but always.earnest and fair- 
minded observer: Table manners: why 
is it that реоріе аме to remember to 
change plates, forks; knives and 
spoons so many times in one meal? 

The dating culture; in Chine, if a 
single man taKes'à single woman out to 
dinner, it is serious business. Liu is as- 
tonished to find that the young man in 
a-host family is changing girlfriends 
practically every, day. "I wondered 
how these girls, must have regarded 
themselves, going out. with à young 
man when they knew he had other 
girlfriends,” Liu pondered, 

Pop culture: when Liu expressed his 
bewilderment at. the media attention 
and “hysterical mourning” for John 
Lennon, he was told that it would be 
difficult for him to understand since he 
had not lived in the US in the 1960s. 


IA 






FICTION 


A passionate view of India. 


Paro — Dreams of Passion by Namita 
Gokhale. Chatto and Windus/The 
Hogarth Press, 1984. £7.95 (US$9.95). 


E the long history of the “Indian 
novel in English” three distinct 
strands have emerged. Englishmen 
from E. M. Forster to Paul Scott have 
written about the British colonial elite 
— the Raj syndrome that is currently 
gripping Britain. Historical romance 
writers such as M. M: Kay, who favour 


swashbuckling Etonians battling their 


way through Pathan tribesmen are 
also part of this genre. The second 
strand is that of writers of Indian ori- 
gin or cultural background, such as 
V. S. Naipaul and Salman Rushdie who 
have written "big" books about the 
Subcontinent, dissecting the after- 
math of the colonial experience. 
The third strand is a growing 
number of writers in both India and 
Pakistan who make no pretensions 
about writing the "big" book or even 
earning appreciation in the. West. 
Their novels generally attempt : to 
tackle just a small slice of the Subcon- 


| 
| 
| 









' asa secretary in 


tinent’s huge social, cake. Although 
small, such slices are often imbued 
with insights, entertainment, humour 
and depth. Such is the case with Paro 
— Dreams of Passion. 

Ostensibly, the novel is.a light- 
hearted account written by Priya, an 
up-and-coming society girl flitting be- 
tween the upper-class homes of Bom- 
bay and Delhi. She starts her adult life 
with her boss, but 
is married off toa rising lawyer who is 
himself ambitious and determined to 
enter high society: 

Priya respects, admires and almost 
develops ап abiding passion for Paro, a 
neurotic but irresistible Amazonian 
beauty, who sleeps her way through 
the jet set. Paro first marries Priya's 
boss, a sewing machine manufacturer, 
then moves oni to a famous cricketer, 
followed by the Marxist son of a .gov- 
ernment minister and finally to a 
homosexual Italian movie. director. In 
fact, Paro epitomises the first attempts 
at emancipation by educated Indian 
women. Fx, du din 

Such women, who refused arranged 















Perhaps so, Liu 
responded, "but 
if I had, I still 
don't think=I 
would have deve- 
loped such hero 
worship for a 
guitar player." 
Liu finds fault: 
with certain 
American cus- 
toms but he dges’ 
SO "with ‘such 
courtesy and in- 
direction that the 
reader will often" 
be required to 
read between the ' 
lines to detect the 
criticism. On the 
other hand, he 
is openly gener- 
ous with compli- 











ments. "No one 
ever kept me from talking to or visiting 
any American family. Instead, many 
people wanted to make friends with me 
because I came from China — which 
they found quite fascinating. They 
wanted to know about China and her 
people and their interest made it easier 
for me to understand them as well," he 
wrote. 

In at least one area of social be- 
haviour, the author returned home 
with a major change in his thinking. 


marriages, led bohemian lives and 


flaunted their sexuality instead of sup- | 
pressing it. They were the early. 
heroines of many schoolgirls in post- 


independence India; girls who faced 


family and religious restrictions, ar- | 


ranged marriages and the boredom of 
conventionality. Such women as Paro 
were rebels, used and abused by men, 


but at.the same time pointing accusing” | 
fingers at the system that was holding: | 


women back. Even today whenever 


these ageing beauties appear at dinner | 


parties, from Karachi to Calcutta, they 


are immediately surrounded by eager’ 
young girls and men wanting to hear | 


their outrageous stories. 


B: now, in the age of middle-class 
female emancipation and working 
mothers, such women may have be- 


come caricatures. Paro, in the end, is | 


also a caricature, out of touch with 
what is happening around her — for 
these days intellect, independence and 
a job are flaunted rather than sexual- | 


ty. 

What Gokhale has captured in a 
marvellous, simple, even naive writing | 
style is all the vanity and pathos of that 
minute segment of the Indian popula- 
tion — the Indian upper class. There is 
le social.climbing that Priya goes 
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While visiting a bookstore, Liu noted | 
that American mothers permitted | 


children to make their own selections 
of reading material. Chinese mothers 
on the other hand would be overseeing 
the process, he wrote. Liu returned to 
Peking convinced that children pro- 
fited from the independence given 
them by American parents. “My wife is 
too. dominating in ‘this respect,” he 
added. 

The book, is blessedly. free from 






through with her ambitiou 
"This assiduous and intensive pro- 
gramme of cultivation could not but 
pay off and.só we were soon ран of a 
smart set of people ... . all the women 
looked lik 





thing Western from pop music to cars. 

“The author achieves all this so suc- 
cessfully, because she is neither pa- 
tronising nor cynical — unlike some 
“outsider” authors. She takes her $o- 
ciety, as it comes, pointing out its fail- 
ings, ridiculing. its pretensions but 
with a sympathetic sense of humour 
and honesty that is rare. It is a light 
easy-to-read novel which still covers 
an enotmous range of human relation- 
ships and emotions; Gokhale knows 
her slice of the cake precisely. 

When her husband finally divorces 
her to go off and live with her best 
friend, Paro, he discovers the book 
Priya has been writing. He asks what it 
is about? “Passion, boredom, vanity 
and jealousy,” she answers. “‘Come 

ell me what it’s really about, he 
beration, Ihazard d 
Se JAMAL RASHEED 


ike me, some better, many | 
worse. .. yet it was not.camaraderie | 
that bound us together, only aivintense | 
competitiveness," There are the failed | 
marriages; the. divorces, adulierous | 
love affairs, the Indianisation of every- | 





. explores conirov 


Irecognised some of this 






ideological cant. 








so with unde 
And = usually 
Chinese angle. He does not x 
rhetoric to explain what he 8i 
relations in Chics i 
them up elose for he spent hai 
stay in that city living ne 
neighbourhood. 

Liu said that he saw in th 
employed youth in € 
kind of resentment — “г 
society" —- that he ha 
young men of Peking £n 
prived of thee à 3 
the effects of the Сш al Re 
and subsequently could nc 





























































their anger and frust 
tured à hatred for society 










in the poor sections o 

One can think of 
sponses to Liu's co 
the moment that is n 
comments are hon 
and provoke the т 
zen, sensitive to 1 
country is prese 
China, I am satisfic 
delighted, with Lin's 
regret, in fact, is that there 
tion that a Chinese tre 
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Indonesia takes a new broom to its patronage-riddled ports 


A change of customs 


By Lincoln Kaye in Jakarta 


wholesale regulatory clean-up of 
A Iridonesia's ports has given tech- 

nocrat economists in the govern- 
ment of President Suharto a major po- 
licy victory. Flushed with their success 
in taking a swipe at the ingrained inef- 
ficiency and patronage on the water- 
front, the technocrats have set their 
Sights on reforms in other areas of the 


| economy. 


The rallying cry nowadays of the 
"Berkeley Mafia" (named after the 
campus of the University of California 
where many of them. studied), is to 
bring under control the excessive pro- 
duction costs that have hampered In- 
donesia’s export competitiveness. 
Their first target has been the notori- 
ously corrupt and inefficient ports. 
Sweeping away decades of accumu- 
lated patronage overnight — at least 
on paper the Suharto government 
has proclaimed its intention to: 

» Relieve its own customs service of 
such basic (and privately lucrative) 
functions as inspection of most goods 
and assessment of duties. 

» Suspend the previously required in- 
Spection of export shipments except 
for taxable items and suspected con- 
traband 

» Engage a foreign sub-contractor, 
who would be paid by the Indonesian 
Government to check imports in their 
foreign ports of origin and exports in 
their overseas destinations. 

» Turn over the collection of import 
duties to the foreign-exchange banks, 
to be piggy-backed onto the documen- 
tary trade credit process. 

> Strengthen the role of the harbour 
master, until now a rather minor 
functionary, who will oversee all port- 
connected officials in order to keep im- 
ports and exports flowing smoothly. 

» Pare harbour costs by an estimated 
50% through the rationalisation of fees 
and the elimination of monopolies. 

> Increase 10-fold the number of ports 
to which foreign vessels will enjoy 
ready access. | 

То disabuse sceptics (who might re- 
member earlier ineffectual attempts at 
harbour reform), Suharto has placed 
Gen. Benny Murdani, the tough armed 
forces chief, in charge of enforcing the 
clean-up. Only in February, after less 
than six months in office, the former 
director-general of customs, Bambang 
Sudjarto — widely regarded as a Mur- 
dani protégé — was sacked with a 
tongue-lashing from Finance Minister 

_ Radius Prawiro, who personally as- 


118 





sumed direction of the customs service 
until a successor could be named. 
Barely a week after the initial Presi- 
dential Instruction (Inpres 4), a de- 
tailed package of 33 decrees came from 
the various ministries involved (trade, 
communications, finance and ad- 
ministrative reform) spelling out im- 


plementation procedures and setting | 


time limits of three to seven weeks for 
the switchover to the new system. To 
prove it meant business, the govern- 
ment summarily shut down one par- 
ticularly infamous customs installa- 


tion near Jakarta where all intra- 
Asian shipments were previously 
cleared 


On the heels of this triumph, the 
technocrats hope to move towards 
such goals as liberalising the regula- 
tion-bound banking sector and dis- 
lodging some inefficient oligopolies 
from their state-protected niches in 
the industrial structure. These de- 
siderata comprised much of the discus- 
sion, both formal and informal, at last 








month's meeting 'oóf'thé. Indonesian 
Economists' Association (ISEI). The 
week-long retreat includéd on its guest 
list virtually all the government's top 
economic decision makers: Coordinat- 
ing Minister Ali Wardhana, Prawiro, 
Development Minister J.B. Sumarlin 
as well as cabinet alumni members 
Sumitro Djojohadikusumo, Wijoyo 
Nitisastro, Sadela and Frans Seda. 


nlike previous meetings of the 
U normally staid ISEI, the confer- 

ence produced as a summary a 
punchy 45-page manifesto of techno- 
crat tenets — including some unusu- 
ally blunt warnings on the dangers of 
red tape and economic cronyism. This 
document was delivered, just days 
after the announcement of Inpres 4, 
into the hands of the president himself 
in a public ceremony. Suharto thanked 
the ISEI for its efforts, but observed 
blandly that policy decisions could not 
be taken on sheer economic considera- 
tions alone 

Other ministers 
were. more direct in 
voicing their reserva- 
tionson the ISEI con- 
clustons. Ginanjar 
Kartasasmita, who 
uneasily combines the 
roles of junior minis- 
ter for home products 
with the chieftanship 
of the government's 
foreign investment— 
promoting arm, dis- 
missed the idea that 
over-protectionism 
could be blamed for 
the high-cost econ- 
omy. Protectionism 
was an effect, rather 
than a cause, Ginan- 
jar held: as long as 
costs remain high be- 
cause of such outside 
factors as interest 
rates and bureau- 
cracy, Indonesia's in- 
fant industries will 
continue to need pro- 
tection. 

“Some of these ‘in- 
fants’ have already 
grown to be nearly 
20 years old ‘in the 
protective arms of 
Mother State,” re- 
torted an ISEI mem- 
ber. "That argument 
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technocrat concedes that his govern- 
ment colleagues are far from having a 
consensus against rotectionism, but 
hopes that the can cess of such free- 
market initiati 3 the port clean-up 
might pave the Way for further liberali- 
sation. "We've shown we can deliver 
on the macroeconomic front," he said. 
"Now [with the:harbour reforms] we 
are turning. Our attention:to micro- 
economics..;'Thi: A, new chance to 












must also. prove 
themselves to.Indonesía's foreign lend- 
ers.and aid donors. Indeed, some ob- 
servers saw the latest port reform as a 
timely play..to,the international gal- 
lery. World Bank: staff are this month 
putting the finishing touches on their 
influential yearly review of the coun- 
try's economic performance, problems 
and prospects. o; o 

The bank and.the.Inter-Governmen- 
tal Group for Indonesia have generally 
accorded high marks to such previous 
economy-wide , measures as the re- 
phasing of massive government pro- 
jects, the devaluation and managed 
float of the currency, banking and tax 
reforms. But all of this comes under the 
broad heading of damage control, in a 
bid to contain the harm done by the re- 
latively abrupt.decline of Indonesia’s 
mainstay oil revenues. The next phase, 
though, must concen- 
trate on diversifica- 
tion’ and expansion 
of the country's in- 
dustrial base and ex- 
port. markets, which 
obliges the techno- 
сгаїѕ to try» their 
hands at the- far 
trickier exercise. | of 
microeconomic fine 
tuning. 

The question of how 
best to shore up none. 
oil exports has taken 
on anew urgency with 
Indonesia's signing. 
(under US pressure) 
of the General Agree~ 
ment on Tariffs and 
Trade..Code on Sub- 
5141еѕ апа Counter- 
vailing Duties іп 
March. As an incen- 
tive to exporters, In- 
donesia has, since 
1982, allowed them to 
offset. against taxes 
the duties they pay on 
imported inputs — 
except, rather than 
basing these deduc- 
tions upon document- 
ed'costs of individual 
exporters, Jakarta's 
men! have. simply 
lied sectoral aver- 





is wearing a bit thin by now." Another 





ages. This amounts hidden subsidy 


in the US view. - 
By agreeing to supplant these aver- 
age deductables wi 





better-documented í import-tax coHec- ` 


tion system and in thelong run to deve- 
lopment of an export-oriented man- 
ufacturing sector efficient enough to 
compete internationally. Both objec- 
tives require efficient, reliable and 
cost-competitive ports and. customs, 
Only then will there be clearly 
documented import duties to offset 
against export prices. And only then 
will Indonesia's export sector — still 
heavily concentrated in downstream 
industries — be able to get hold of im- 
ported inputs at affordable prices. So 
vital is this need that the no-nonsense 
Murdani has had to be called in to en- 
force the measures -— a step many ob- 
servers see as giving the shipping 
clean-up a national security tinge. 
Strong enforcemeht is needed, ob- 
servers feel, in light of the reputedly 
formidable political clout:of some of 
the erstwhile kingpins in the multi- 
million «dollar “harbour rackets. 
Limousines: still thread their way 
through the. ramshackle warehouse 
district of Tanjung Priok, delivering 
customs officials to the harbourside. 
But theg once lordly lifestyle of these os- 
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‘threatened as never bef 
Just a month ago, 















A thicket of f regulate у requir 
and protected monopolies i in the 
made for further delay 

squeeze. Stevedoring 
cornered bv gangs of 
with the connivance of port off 























S dnas ative 
- p a gu waiting j img 
weeks, paving stiff anch 
the while. Shippers 
nearly 3075 more to enter 
charge and load саги 
ports than in those of 
countries, 








nd that is before the 
reach the customs 
the really s 
Diplomatie sources. 
shippers were shelling out m 
US$200 million yearly in 
much more than 1% of the 
donesia’s total two-way tra 
mention the opportunity 
lost time. The revenue cost to: 
donesian Government must hay 
even greater, since under-the- 
payments were in lieu of düt 
So lucrative was a job in the 4 
strong customs service that 
lowliest tea boy's position had te 
bought at a reported cost 
US$1,000 as of March an 
that could be counted on to 
back in a matter of weeks 
then stood. 

But not any more, if Inpres 4 i 
plemented to the letter, "These 
time big shots [the customs 
been reduced to wareh: 
the new deeree], А : 
per sums if up. “AN they 
more is get your goods off the 
hand them to you upon 






































Verification Report {called by its 
donesian acronym LEP) is 1 
physical inspection of the 
goods in their forei ign port pn Ori 
The vetting of the 
been turned over to Es 
Générale de Surveillance, a 
quantity survevor based in 
with branches in nearly 400 hi 
worldwide. By naming a sir 
tractor of international re 
handle the inspections, rather t 
eruiting individual ; 
port, Indonesia had 
against abuses of the sort 
plagued such counti 

















, quality and customs classification 
‘of all inbound shipments. Its report, 
~ together with the bill of lading and 
. other customary documents, will be 
enough to trigger payment of the ship- 
per’s letter of credit upon presentation 
at a foreign-exchange bank. Banks 
— will even take over collection of import 
~ duties on the basis of the LKP evalua- 
— tion, supplanting the previous leaky 
system of customs men levying such 
| duties as they saw fit on the basis of 
T their own harbourside assessments. 
"The increase in revenue collection, 
"as projected by the technocrat authors 
‘of the reform, should more than offset 
M the reportedly substantial fees In- 
T donesia will have to pay Société 
T Générale. They stress, though, that the 
| point of the exercise is not to raise re- 
T venue but to stimulate trade: the great 
"majority of shippers will find it far less 
T onerous to pay import duties than to 
рау off officials 
< Someshippers, though, are bound to 
— miss the old way of doing things. Those 
T with expensively cultivated harbour- 
‘Side connections will be frustrated at 
К е loss of their competitive edge. A 
О few magnates with top-drawer gov- 
"ernment patronage reportedly got 
T around the harbourside apparatus by 
— arranging to have annexed to their fac- 
"tories bonded warehouses of their own 
with specially deputed customs offi- 
T cials responsible solely for their ship- 
_ ments: “A kind of proprietary free 


M port," said one envious shipper. 

P are still scanning the reform 
E package for possible loopholes. 
— Certain categories of shipments — 
| goods valued under US$5,000, military 
_ necessities, diplomatic and personal 
effects — are exempted from the over- 
Seas inspections and still subject to 
harbourside checks by Indonesian cus- 
> toms. So, too — at least until further 
— rule changes — are shipments through 
Batam and Sabang, two Sumatran 
— ports near Singapore and Malaysia. 
Likewise, shipments to the bonded 
— warehouses. of powerful Jakarta in- 
— dustrialists are exempted from the in- 

- spections. 
x These exemptions offer some limited 
= potential for evasion, in the view of one 
_ shipper (with a prison record on 
smuggling charges) But the geo- 
` graphic, categoric and documentary 
‘constraints are sure to cramp many a 
would-be smuggler's style. And “with 
the decline in administrative smuggl- 
ing [through the customs system]," the 

shipper predicts, “we'll see an upturn 

in physical smuggling” across the Bor- 

neo borders and the Malacca Straits. 

Already, he reports, several friends of 

his have set out on a scouting trip to 

Tanjung Pinang, an entrepot island 

just off Singapore. As for himself, he 

says he'll “just wait and see for a 
— Couple of months." п 
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otential winners and losers alike 


The Thai Government faces a potential political backlash 
from the imminent collapse of controversial chit funds 


By Paisal Sricharatchanya in Bangkok 


he Thai Government's attempt to 

suppress high-yielding pyramid 
money games (REVIEW, 20 Sept. '84) is 
running into real difficulties. Seven 
months after an emergency royal de- 
cree was enacted to ban these schemes, 
various problems are surfacing includ- 
ing the apparently imminent collapse 
of the notorious Mae Chamoy chit 
fund, the largest of the money 
pyramids. These could deal yet another 
blow to a government already being 
criticised for failing to address other 
economic woes. 

One money pool — a small and rela- 
tively new scheme operated by the 
Charter Interaction Co. — collapsed 
recently in the wake of panic with- 
drawals. Two of its directors were ar- 





rested while the company boss, for 
whom a warrant has been issued, is on 
the run. 

The size of the Charter Interaction 
scheme is insignificant, however, com- 
pared to the well-established pool ope- 
rated by former state employee 
Chamoy Thipyaso, wife of a Royal Thai 
Air Force (RTAF) officer. She is better 
known as Mae (Mother) Chamoy. At its 
peak, before the royal decree was 
enacted last September and after 
operating for nearly a decade, the Mae 
Chamoy scheme was variously esti- 
mated to involve Baht 3-5 billion 
(US$109-182 million) with investors 
numbering thousands. The problems 
with this pool are far from over. 

Chamoy has postponed interest pay- 
ments on several due dates and ap- 


pears to be trap in a liquidity 
squeeze. As a M inge mostly adverse 


press publicity, new funds for 
Chamoy's chit scheme have dried up 
while old clients have been waiting an- 
xiously to withdraw both interest and 
principal. In recent weeks, Chamoy, 
too, has gone into hiding. 

Although the collapse of the Mae 
Chamoy scheme appears imminent, 
many analysts fear that the govern- 
ment may be confronted with a more 
messy situation than it bargained for. 
Already, hundreds of anxious invest- 
ors who have been keeping a vigil out- 
side Mae Chamoy's plush but deserted 
residence near the RTAF headquarters 
in Bangkok's northern suburbs, have 
been venting their fury on the govern- 
ment and press. 

It is almost certain that this con- 
troversy, along with the recent tax in- 
creases (REVIEW, 18 Apr.) plus other 
economic problems which have arisen 
in the wake of last November's baht 
devaluation, will be seized upon by the 
opposition Chart Thai Party to censure 
the government when parliament con- 
venes next month. 

Given its majority support in the 
House of Representatives, the ruling 
coalition is likely to survive any oppo- 
sition attacks. Perhaps more serious — 
if and when the Mae Chamoy scheme 
collapses — is the plight of investors 
who are unable to recoup their invest- 
ment. RTAF commander Praphan 
Dhupatemiya has admitted that a 
large number of air force personnel 
had invested in the scheme. “If she dis- 
appeared ... many of our men would 
suffer," he said. 

The scheme had reportedly ex- 
panded, in recent years, to cover 
police, soldiers, civil servants and 
members of the public. With the at- 
tractively high interest rate of 6.5% 
monthly (which works out to a flat 
78% or a compounded 113% a year), 
some of the old clients must have poc- 
keted a handsome profit (even if the 
source of the fund's income was never 
explained). But many of the newcom- 
ers, said to include poor people who 
had mortgaged properties or borrowed 
money to get a piece of the action, are 
likely to suffer. 

An official order confiscating 
Chamoy's assets has yielded little, since 
it came after she emptied the bulk of 
her bank accounts. Having imposed a 
Baht 41 million business tax assess- 
ment, the Revenue Department has 
also threatened to file a bankruptcy 
suit. So far, none of her clients has 
lodged any formal complaint, appa- 
rently fearing that such a move would 
lead to her arrest and quicken the de- 
mise of the entire scheme. п 
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NEW TECHNOLOGY WHERE IT MATTERS MOST. 


Today, one plane has the future built in, 
and that's the MD-80. It has advanced fea- 
tures superior to any other plane in its class. 
An all-weather navigational system and 

an optional head-up display are just two 
examples. 

In the MD-80, innovations are made 
where they matter most-as in proven effi- 
cient and quieter engines. So the MD-80 
offers airlines improved performance with- 
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out the cost of technological change just for 
changes sake. As a result, the MD-80 is 
one of the most profitable planes in the sky 
today, and will be for years to come. 

In designing the MD-80, we invested in 
advanced technology for the right reasons. 
That's why, for any airline, the MD-80 is a 
better investment in the future. 


MCDONNELL 
DOUGLAS 


The MD-80. The People’s Choice. НИНИВ 





electing the right network for a national tele- 
® communications system is a difficult task. 


And many suppliers don't make it any easier. 


heir highly centralized systems are built for condi- 
tions that simply don't exist in most parts ol the 
world. In other words, vour network must be modi- 
fied to fit the system you buy. 


THE NOKIA TELECOMMUNICATIONS CONCEPT 


IS COMPLETELY DIFFERENT. 
Our digital telecommunications systems are based on 
decentralized exchanges that can operate indepen- 


dently. Modular design enables an entire national 
network to be tailored for actual subscriber needs. 
From very small rural communities to dense urban 
centers. 

What's more, our systems are highly compatible. 
so that you don't have to remove your existing equip- 
ment. 

Nokia networks are built for controlled growth. 
Start with the system you need today, and expand it 
as conditions change. The system grows to fit your 


needs—not vice versa. 
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WHO IS NOKIA? Our customers have specifie problems that d 
We're a Fortune 500 company and one of the leading -mand specific solutions. Like the systems we ve 
industrial groups in Scandinavia. Nokia employs designed over the past two decades in more thai 
30.000 people world-wide and has an annual turn- countries, including Hong Kong, Singapore. Indones 
over of USD 1.7 billion. and the People’s Republie of China 


Our state-of-the-art expertise ranges from infor- So if telecommunications is one of your top 


mation systems and dedicated networks to public priorities, give us a call. We've got the answe 


and mobile telephone systems. 

We pioneered digital transmission in the late N C K IA 
1960's, and in 1982 we installed the first fully digital 
local exchange in Europe. Ee. PAS BORE. TCAA RO DOING NOSA, ASK FO 
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the coupon below and automatically receive the 
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This recorc 
is golder 


o date, there are more than 40,000 

COMET® International modules 
installed around the world, serving 
over 100,000 individual workstations. 

In the EDP business, that's a golden 
record. The reason for the success 
lies in the problem COMET* software 
solves: decentralized control. 

For most international companies, 
the software created for headquarters 
just won't work at the local level: 

It is not designed to run in different 
countries, to handle different 
languages and currencies, or to be 
handled without EDP specialists. 





COMET® was. 

COMET® was designed to meet 
local management's and headquar- 
ters' requirements at the same time. 
provides decentralized locations wi 
stand-alone computer power, witho 
sacrificing the head-office need for 
up-to-date information. 

COMET® does this by recognizin 
that every corporate structure is diffi 
ent. And that different local offices 
have radically different needs. 

Each individual COMET* system 
tailor-made from an extremely large 
variety of modules matched to the 


needs of the departments where they 
will be used. These software modules 
are put together into one system 
Which works. 

As a company’s requirements 
jrow, COMET® can be upgraded to 
work with them. 

Vital communication between head 
Жїїсе and decentralized locations is 
Yever broken, and information flows 
smoothly both ways. All of this is 
supported by Nixdorf's international 
sales and service organisation. Our 
software specialists adapt COMET® 
#o keep up with changes in local laws 


and regulations. 

COMET® permits program modi- 
fications to be transmitted over tele- 
phone lines to local systems, saving 
time, effort, and expense. 

All this helps to make our custom- 
ers more competitive wherever they 
compete. If our record is golden, it’s 
because theirs is. 

Nixdorf Computer (S) Pte. Ltd. 
Regional Office Asia Pacific 
3-07-01 NOL Building 
456 Alexandra Road 
Singapore, 0511 — Tel.: 274 1100 
Telex: RS 55700 NIXREG 


Australia, Telephone (02) 4 39 
Hong Kong, Telephone (0 
Indonesia, Telephone (021) * 
Japan, Telephone (03) 4 
Korea, Telephone (02) 7 
Malaysia, Telephone (03) 66 ; 
New Zealand, Telephone (09 39 9f 
Singapore, Telephone 2 74 AL 0) 
Sri Lanka, Telephone (01) 4: 
Thailand, Telephone (02) 2 
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The Excelsior, Hong Kong. 


_ The first word 
in business sense. 


Hong Kong boasts 
almost as many fine 
hotels as it does camera 
shops. 


Why then, The Excelsior? 


Because The Excelsior strikes a 
brilliant balance between luxury and 
efficiency. And charges for it realistically, 
so that if your visit is to make money 
rather than to spend it, The Excelsior is a 
sound business decision. 


You won't find an orchid or a chocolate on 
your pillow at The Excelsior. But, as a businessman 
you might sleep sounder, knowing there are stock 
market reports available, a 24-hour foreign exchange desk, 
international direct dialling, and a business centre that’s a lot 
more than just a token gesture. 

And of course, you could scarcely dream of a better location 
than The Excelsior’s — centrally situated between the 
commercial and the entertainment districts. 


The Excelsior, Hong Kong 


An Associate of Mandarin Oriental Hotel Group 


Hong Kong: The Mandarin. Bangkok: The Oriental. Manila: The Mandarin. 
Jakarta: The Mandarin. Macau: The Oriental. Vancouver: The Mandarin. 
Singapore: The Oriental (1986), Kuala Lumpur: The Oriental (1986). 
Hong Kong: The Excelsior, an Associate of Mandarin Oriental. 

For reservation, call TheJeading“Hotels of th®World or your travel agent. 
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al. 
China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 21 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 


A confidential monthly newsletter. 


Exclusive to subscribers. 


'ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine. 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong 


Please enter my one year subscription 
(12 issues) for the CHINA TRADE 
REPORT. | enclose $ 
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ORCHESTRATE YOUR FUTURE IN ASIA 


Not everyone can master the style 
and timbre of exotic Asian music. In 
the same manner that not any bank 
can master the nuances and intri- 
cacies of the Asian financial system. 

Whether you're beginning a new 
business venture or continuing long 
term investments, there's one bank 
that offers valuable insights into Asia's 
financial environment, Bangkok 
Bank. 

Over the past 40 Years, the 
Bangkok Bank has grown to become 





BANGKOK BANK 





U.S.A 


South East 


Bangkok Bank Limited 


The Asian International Bank 


Head Office: 333 Silom Rd., Bangkok, Thailand. Tel: 234-3333 
Branches: Hong Kong, Jakarta, Kuala Lumpur, Singapore, Taipei, Tokyo, Osaka, Hamburg, London. Los Angeles, N 





Telex: 82368, 82670, 82906 
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By combining our versati 
expertise in understanding the 
with the latest banking t 
we offer an extensive rang 
national banking services 

Call us today 
us work in 
a masterpiece of a future 
future you can be trul 
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This little Peugeot packs 


a lion’s\heart. 


A new shape- young and sporty. 
But don’t be taken in; it’s every 
bita Peugeot. Retaining Peugeot’s 
exacting standards of comfort, 
strength and reliability. Plus a 
powerful 1360cc engine that gives 
this little lion teeth; and excellent 
roadholding that will show 

the others who's King of the Road. 
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The rating ga 


There will soon be more credit-assessment agencies 
in Japan than there will be work for them to do 


By Richard Hanson in Tokyo 


L ines are being drawn in what looms 
as a battle-royal in Tokyo among 
powerful Japanese financial institu- 
tions, Japan'$most successful business 
newspaper, Edgar American rating 
agencies and at least one enterprising 
individual, for a slice of a fledgeling 
market for rating Japanese corporate 
bonds and yeri-denominated issues by 
foreigners. 

The question is how soon a credible 
bond-rating industry will emerge? The 
answer will have a marked effect on 
the pace of efforts to further liberalise 
Japan's corporate-bond market, and 
encourage the development of a lively 
international market in yen bonds. 
There are still many uncertainties, 
chiefly about how rating agencies will 
set criteria for local companies. 

Relatively few Japanese companies 
thus far have subjected themselves to 
credit-risk judgments by United 
States rating agencies. The two Japan- 
ese rating companies already produc- 
ing ratings in Japan, the Nihon Keizai 
newspaper group's Japan Bond Re- 
search Institute (JBRI) and the pri- 
vately owned Mikuni and Co., have not 
charged companies for their work so 
far, though JBRI intends to start: The 
two have also come up with widely dif- 
ferent results. 

The quality of ratings will certainly 
improve as companies be- 
come accustomed to pay- z 
ing for the service, and as = 
competition heats up. But | 
the tendency may be for =| - 
Japanese raters to place $ 
more emphasis on views of 
management conditions of 2 
a company, rather than Ë 
the financial conditions ~ 
which US rating agencies 
are supposed to rely on for 
judgment. That acompany 
is the acknowledged in- 
dustry leader may, for 
exdmple, outweigh the 
fact that the industry is in 
trouble. 

An even more delicate issue is whe- 
ther the new Japanese companies 
being established to compete in the 
market can establish a much-needed 
reputation for independence from 
their sponsors, whose vested interests 
may conflict with the job of rating 
companies impartially. 

Japan's Ministry of Finance (MoF) 
began thinking seriously about credit- 
rating agencies about two years ago. 
Pressure to liberalise capital markets 
was being stepped up from outside, 
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mainly in the form of sharp criticism 
from the free-market administration 
of US President Ronald Reagan and 
US Treasury officials. Pressure for 
change was also building at home. 
The idea of liberalising the bond 
market means phasing out practices 
which date back to the 1920s, when the 
government was forced to clean up the 
bond market in the wake of a disas- 
trous collapse. In order to protect in- 





vestors, the MoF decided 
that bond issues ought 
to be secured by bank- 
managed collateral and 
guarantees. One result is 
that a handful of so-called 
“commissioned” banks, 
led by the Industrial Bank 
of Japan (IBJ), still enjoy a large degree 
of influence over the credit market. 
Since banks are naturally more in- 
terested in loans, the bond market re- 
mained stunted. 

The first *unsecured" corporate yen 
bond was not allowed until 1979, in the 
form of a yen-denominated samurai 
bond by Sears, Roebuck and Co., the 
American retailing and financial-ser- 
vices, giant, under strict qualification 
standards set by the MoF and the com- 
missioned banks. That paved the way 
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first unsecured Japanese con- 
e-bond issue in Japan by Mat- 
sushita Electric Industrial Co. But it 
was not until earlier this vear that the 
first unsecured corporate straight 
bond was permitted 

Creating healthy credit-rating agens 
cies was one of several priorities set out 
in the financial-market liberalisation 
agreement hammered together in May 
1984, after months of bickering by US 
Treasury and MoF negotiators. The 
MoF promised that it would consider 
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allowing a rating system to replace the ~ 


qualification standards it now uses to 
determine which non-resident corpo- 
rate borrowers can tap the samurai 
bond market and the Euroyen bord 
market, which was liberalised in De- 
cember 1984 (as agreed, the MoF on 1 
April lowered the barriers to allow 


roughly half of all the non-resident — 


private corporations with ratings of 
single-A or better to issue yen bonds). 
However, the bureaucrats had some 
rather woolly ideas of how to go about 
creating such agencies. One early plan 
was to create à "pure" Japanese rating 
agency under the wing of a seemingly 
neutral organisation, such as the gov- 
ernment-sponsored Japan Centre for 
International Finance, which 
evaluates country risk. The private 
sector, led by IBJ, blanched at the 
thought of any government role 


fficials then turned to the idea of 

creating something akin to what 
exists in the US, where Standard & 
Poor's and Moody's tower over a num- 
ber of smaller agencies. The MoF's Se- 
curities Bureau apparently asked IBJ 
to form a rating agency. What resulted 
was a group consisting of the main 
players in domestic-bond underwrit- 
ing, including the securities houses. 

In the competition with this under- 
writers' group, there emerged a group 
which includes representatives of the 
largest institutional investors. Said to 
have been encouraged by the MoF's In- 
ternational Finance Bureau, the sec- 
ond agency was organised by 
Sumitomo Trust and Banking, the 
Long-Term Credit Bank of Japan and 
Nippon Life. Both rating agencies 
were officially launched in March. 

Nippon Investors Services (NIS), 
with a war chest of ¥5.8 billion 
(US$22.85 million) in paid-in capital, 
is the product of the Securities 
Bureau-IBJ initiative. The incorporat- 
ing shareholders include nine banks 
and six research offshoots of securities 
houses. There are about 85 other share- 
holders. NIS named a 76-vear-old 
former IBJ executive, Hideo Kajiura, 
as president. Kajiura will resign his 
post on the Bank of Japan's (the central 
bank) policy board. The second 
agency, Japan Credit Rating (JCR), 
with ¥2.94 billion in capital, was the 
result of the institutional investors’ 
group. It has 74 shareholders (18 life- 
assurance, 16  casualty-insurance, 
seven trust banks, 27 other banks and 
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he Asian Development Bank. 

"Under MoF guidelines, individual 
shareholdings in both have been kept 
below 5% to keep any single partici- 
pant from wielding too much influence. 
Even with safeguards, both organi- 
tions worry about where they will 
find qualified independent staff. In the 
itial stages, participants have tem- 
porarily lent staffers to the new agen- 
cies. Only senior directors have offi- 
ally resigned from the parent institu- 
ons. Temporary staffers sometimes 
ake a point of handing visitors the 
ame cards of their “real” employer. 
‘The new agencies also admit the dif- 
culty of making rating decisions, 
hich could in fact reflect adversely on 
a shareholder company. Can the IBJ 
group rate IBJ fairly? What if a 
owngrading of a company’s rating 
sparks a collapse in bond prices and 
urts profits of institutional investors? 
That is also clear is that the two new 
ompanies will not be able to carve up 
je market among themselves, 

"The Nihon Keizai group's JBRI, set 
p in 1979, has begun to fight back. To 
ut off questions of its own neutrality, 
BRI was transformed into an inde- 
endent company (capitalised at Y 100 
illion) on 1 April. But JBRI will still 
е dependent for analysts on reporters 
rom the newspaper itself, and they 
ay eventually return to journalism. 











he only Japanese rating. company 
acknowledged by all as genuinely 
ndependent is Mikuni, a tiny outfit 
vhose founder, Akio Mikuni, began 
ssuing rating of international bonds 
issued by Japanese companies in 198: 3. 
Mikuni is popular with many Euro- 
n investors, but is not in a position 
hallenge the growing competition. 

_That competition includes the big 
S agencies. Moody's has announced 
lans to establish a Japanese sub- 
idiary to analyse international Japan- 
se bond issues, and perhaps expand 
nto other forms of securities analysis. 
tandard & Poor's is believed to be 
Janning to open an office also. A third 
US company, the Chicago-based Duff 
& Phelps, wants to start a joint venture 
with Diamond Inc., a Japanese pub- 
lisher specialising in business and fi- 
nance, though it may find the going 
rough. 

55 What may finally prove to be the de- 
cisive factor for the competitors is the 


apan is likely to be extremely unpro- 
"fitáble for several years to come. 

No matter how one churns the num- 
bers, fee-based rating will probably 
produce total revenues of no more than 
¥1 billion a year — divided several 
ways. There are probably only 200-300 
companies in Japan which will be able 
to issue unsecured bonds any time in 
the near future, compared with about 
;130 companies now. 
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Bananas ‘inners slipo 


Peking clamps down on various forms of illicit 
foreign-exchange dealing — on and off the street 





fact. that the credit-rating business in | 





By Mary Lee in Peking 

he banana sellers who used to ply 

their covert money-changing trade 
outside the British Embassy and Jian- 
guo Hotel in Peking have disappeared 
as suddenly as they emerged late/last 
year. For about six months, they 
seemed to have as little regard for'the 
law as the authorities had for their il- 
legal activities. (The diplomatic area in 
which they traded is heavily guarded 
by the People's s Armed Police.) With 
their disappearance — the police. at 
last decided to take action, according 
to observant taxi drivers — goes the 
only obvious manifestation of a black 
market in foreign exchange. 

What they — and passers-by who 
continue to approach foreigners to 
changé money — wanted were Foreign 
Exchange Certificates (FECs) rather 
than foreign currency. The FECs 
would then be re-sold to Chinese who 
wanted them in order to buy the "big 
four" consumer goods — colour TV 
sets, portable stereos, refrigerators and 
washing machines — or to patronise 
the Friendship Stores, discotheques 
and coffee-bars which local Chinese 































































can now frequent (provided they have: 
FECs) It is not known whether any 
have been arrested, but these “banana- 
money" street traders are not the only 
ones who were transgressing. 

According to a recently published 
set of "Penal Provisions for Violation 
of Exchange Control Regulations," 
there are a substantial number of il- 
legal foreign-exchange transactions 
going on in government offices and en- 
terprises. 

Penalties were approved by the 
State Council on 25 March and an- 
nounced by the State Administration 
of Exchange Control (SAEC) on 5 
April. These are the sixth set of proce- 
dures governing  foreign-exchange 
dealings and acquisitions — the other 
five were published in 1980-83 — and 
are the first to spell out violations in 
detail. They do not, however, apply in 
the four special economic zones 
(SEZs). Penalties for violations in the 
SEZs will be separately formulated 
by the provincial authorities , of 
Guangdong and Fujian. | 

The penalties, еш bankers say, 
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ae did Gnd do not go much further 
than the general threat, made in the 
December 1980 provisionary regula- 
tions, that, “according to the serious- 
ness of the offence, the penalties may 
take the form of compulsory exchange 
of the foreign currency for renminbi, or 
fine or confiscation (or both) or 
punishment by judicial authorities ac- 
cording to the law.” But the new provi- 
sions define more clearly the grey areas 
which have ‘opened up along with 
China's contacts with the world. 

The provisions list three categories 
of foreign-exchange violations: un- 
lawful acquisition, evasion of controls 
and “disrupting financial stability.” 
The main means of unlawful acquisi- 
tion involves settlement of bills and 
expenses incurred by one party in 
China (in renminbi) which are then 
reimbursed to the second party (who 
settled the bills) in foreign exchange. 
According to the provisions, the par- 
ties which have had their bills settled 
this way include Chinese organisations 
stationed abroad, foreign firms and or- 
ganisations in China, Overseas Chinese 
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terprises as well as people visiting 
China. By implication, their bills.are 
settléd by host organisations in China. 
Even so, according to the provisions, 
the operation is only illegal if the 
foreign exchange so acquired is not 
sold to the state but retained. 


he opportunities for this sort of ex- 
pense-accounting, foreign business- 
men say, have increased as more local 
organisations establish contacts with 
foreign enterprises interested in trad- 
ing with China. This first category also 
includes repayment in local currency 
of foreign exchange allocated to or 
earned by Chinese delegations and in- 
dividuals sent abroad (a great number 
these days), as well as setting off ex- 
port and other foreign-exchange earn- 
ings by domestic organisations against 
import costs and other expenditures. 
Evasion of controls involves reten- 
tion, spending or deposit of foreign ex- 
change abroad earned by false invoic- 
ing (overstating prices of imports or 
commissions and understating prices 
of exports and other earnings). With 
China's foreign-trade expansion, the 
opportunities for foreign-exchange 
dealings on the side are tremendous, 
businessmen say. Also listed under this 
category is misuse of foreign exchange 
by Chinese delegations abroad. 
Unauthorised foreign-exchange ope- 
rations, or those on a scale beyond 
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limits set by the SAEC, would consti- 
tute disruption of financial stability. 
So would unauthorised issues of 
foreign-currency bonds by Chinese or- 
ganisations; acceptance of loans from 
banks or enterprises; settlement of ac- 
counts in business transactions, and 
buying and selling foreign exchangein 
any disguised form or at rates above 
those set by the SAEC (which would 
include black-marketeering) 

In the black market for foreign ex- 
change, the buyers are usually Chinese 
enterprises as well as individuals who 
want foreign currency to import cer- 
tain consumer items, or for other per- 
sonal reasons such as financing their 


children's education overseas. The 
sellers are usually Hongkong and 
Macau residents who, after selling 


Hongkong or US dollars at the much 
higher exchange rate (Rmb 6:US$1), 
will buy large quantities of Chinese 
herbs and other items (such as pearls 
and tortoises) which are in great de- 
mand for export. Many such products 
are under controlled distribution by 
Chinese corporations and sold at 
prices fixed by the state. But resource- 
ful Hongkong traders have been ableto 
buy at lower prices from the free mar- 
kets which have popped up all over the 
country. It is such back-door activity, 
fuelled by the black-market profit, 
which is causing financial disruption 
of the market in some products 

Joint ventures making products 


We are pleased to announce 
the formation of 


TENDLER BERETZ ASSOCIATES LTD. 


7 West 5151 Street, New York, New York 10019 
Telephone (212) 315-2611 
Telex 276524 TBA UR 





























































minbi earnings to foreign eurrency 
be remitted home. The responsibil- 
ty for this, however, rests largely with 
he Chinese partner in the joint ven- 
re, and bureaucratic difficulties may 
mpel smaller joint ventures (whose 

ese partner may not have much 
ess to foreign exchange or much 
th the authorities) to resort to 
er means of getting rid of currency. 





newly announced accounting 
5 (which will come into effect on 1 


les in its annual financial state- 
t its foreign-exchange position, to 
ble the authorities to keep a closer 
on these enterprises. Equally, this 
neasure should Help foreign partners 
joint ventures draw up financial 
tements for the Chinese authorities. 
the past, they have done so under the 
idance of the country's tax ahd au- 
iting bodies. 

The penalties require offenders to 
triate what foreign exchange is 
“within the set time limit" (which 
not stated) and sell it to the state. If 
‘amounts involved have all been 
ised up, the offender must repay either 
yy selling to the state an equal amount 
have the amount deducted from the 
Ota due to him. The threat of confis- 
ion applies in all three categories. 
however, vary from 10-30% (of 
he arnount involved) for unlawful ac- 
uisitions to 10-50% for evasion and 
less than the full amount" of unau- 
horised foreign exchange. 

‘There is an even more lenient provi- 
ion. Article Nine states that "minor 
ffences or offenders who voluntarily 
onfess to the SAEC and show sincere 


nduct by divulging the offences 
itted by others shall be dealt 
leniently or exempted from 
ishment." But those who “refuse to 
onfess, who try to cover up their of- 
ences and who refuse to reform des- 
ite repeated admonitions" will be 
punished severely" in accordance 
ith the listed penalties which bank- 
rs say are hardly meaningful deter- 
ents, given the amount of profit to be 
ade. 


ing their unlawfully acquired funds 
‚Ше under investigation, the SAEC 
аз the right to freeze bank accounts. 
'he SAEC also has the right to enforce 
ayments of fines by having the sum 
educted from the offender's account. 
‘The SAECs jurisdiction, however, 
only covers exchange control viola- 
tions. Foreign exchange acquired 
through smuggling will. be dealt with 
by the customs while the Commerce 
and Industry Administration will 
handle cases involving profiteer- 
ing and speculation. 
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require that the joint venture in- ; 


pentance and demonstrate meritori- , 


To prevent offenders from transfer- | 





India announces new import-export rules in hopes 


of shaking up and encouraging domestic producers 


By Mohan Ham in New Delhi 


rime Minister Rajiv Gandhi's pre- 

dilection for liberal and open eco- 
nomic policies — reflected in his gov- 
ernment's first budget in mid-March 
— has been extended to foreign trade. 
India's import-export policy for the 
three years beginning April 1985 (an- 
nounced on 12 April) seeks to make im- 
ports easier, import-substitution more 
efficient and Indian industry more 
competitive in both the domestic and 
the export market through upgraded 
technology. The main goal is to narrow 
a chronic trade gap, which rose to 
Rs 58.95 billion (US$4.8 billion) in the 
year to 31 March 1984. 

In the past, import-export policy has 
been set annually. Now, the govern- 
ment wants to provide trade and in- 
dustry with a stable policy environ- 
ment to end these year-to-year uncer- 
tainties. While licensing will continue 
on an annual basis, the three-year po- 
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licy is expected to help industry im- 
prove production planning. 

India began moving to liberalise i im- 
ports in 1980-81, to allow a more flexi- 
ble response to the needs of industry. 
These earlier steps at liberalisation 
aimed to provide users with access to 
raw materials and components needed 
to maintain or raise production. Ex- 
port industries were given special at- 
tention to help them face severe inter- 
national competition. But the new 
three-year policy, while making im- 
ports even easier, also emphasised sav- 
ings in imports, support of indigenous 
production and promotion of import 
substitution. 

The most significant measure is the 
end to the system of automatic licens- 
ing. Imports of items covered by this 
system needed annual licences, given 
on the basis of past consumption, Most 
items on this list have been shifted to 


Complex competition 


Despite undertaking not to flood the region with petrochemical 
products, Saudi Arabia’s plans spell trouble for Singapore | 


By V. G. Kulkarni in Singapore 


| п an oil market already depressed by 
excess supplies and slipping prices, 
Singapore’s refineries and its pet- 
rochemical complex are set to face 
added competition as new capacity in 
the Middle East begins shipping its 
products to the region in the next 
couple of months. 

In a bid to soften the: impact, the 
Singapore Government is trying 
hard to win cooperation from the 
authorities in Saudi Arabia and 
Kuwait, the location of the new petro- 
chemieal plants. But market forces 
are such that even with the greatest 
goodwill on all sides, Singapore's oil 
industry is unlikely to come out un- 
scathed. 

Saudi Arabia's Commerce Minister 
Sulaiman Abdul Aziz al-Salim, on his 
first official visit to Singapore, said on 
11 April that his country would not 
flood the Far Eastern market and was 
interested rather in orderly marketing. 
However, Salim. also added that 


Riyadh favoured a market without 
protectionist barriers, implying that 
Saudi supplies would. come into the re- 
gion. 





Two new petrochemical complexes 
in Saudi Arabia — one each at Yanbu 
and Jubail — have been commissioned 
recently and. will account for about 4- 
5% of the world's total petrochemical 
products supply. Much of this will be 
sold. in Asian markets where Singa- 
pore's own 852 billion (US$901. mil- 
lion) complex sees its outlets. Industry 
analysts have prediéted that about 
two-thirds of Saudi Arabia's petro- 
chemical output will find its way to the 
Far East. The Saudis. say they have al- 
ready made several agreements with 






Japanese firms for methanol and other 


products. 

The Saudi plants incorporate some 
of fhe most sophisticated technology 
and have access to cheap and abundant 
raw materials. from the country’s gas 
fields. On the other hand, Singapore's 
complex, a joint venture between a Ja- 
panese consortium led by Sumitomo 
Chemical and the Singapore Govern- 
ment, depends on. imported naphtha 
for feedstock, i imposing the fundamen- 
tal disadvantage of relatively costly 
raw materials, Prices of naphtha’ have 





declined only 10% since last year. 








the “open general licence” (OGL) list, 
but some have been shifted to re- 
stricted categories to protect domestic 
manufacturers, For the same reason, 
some of the items on the OGL list have 
been shifted to the restricted lists. 

In the past, many imports were 
channelled through a state-run trad- 
ing agency. Many have now been re- 
moved from this system, but not all 
have gone on the OGL list. Some have 
been placed on the restricted lists, 
again to encourage import substitution 
through indigenous production. 

The liberalisation of capital-goods 
imports, which gained momentum last 
year with the transfer of 94 previously 
restricted items to the OGL list, is car- 
ried further this year, with the addi- 
tion of 201 new items to the OGL list. 


f particular significance is the two- 
tier approach the new trade policy 
has towards the import of computer 
and computer-based systems. Those 
costing less than Rs 1 million can be 
imported by anyone for personal use. If 
the import has prior clearance from the 
Department of Electronics, it will be 
subject to lower rates of duty. (Those 
costing Rs 1 million and up will attract 
higher rates of duty.) 
The value limit per item for the im- 
port of balancing equipment and ac- 
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Boer Ан. from the present 
US$500,000 to the equivalent of Rs 10 
million. Similarly, trading houses are 
noW “allowed to import technical de- 
sign$ and drawings for their support- 
ing manufacture to the extent of Rs 2.5 
million and Rs 1 million, respectively. 
Ih the past, liberalisation of imports 
to encourage export-oriented produc- 
tion yielded doubtful results. So last 
year, the issue of additional import li- 
cences was linked to foreign-exchange 
earnings, to ensure the surplus of ex- 
ports over the value of imports needed 
to produce them was widened. Now 
this system is being extended to the re- 
newal of export/trading-house certifi- 
cates which “bring benefits. Houses 
which diversify and export products 
with higher foreign-exchange earn- 
ings are expected to benefit from this. 
Quicker decision-making is also 
being promoted in a bid to speed up the 
notoriously slow approval process, 
with delegation of powers at various 
levels for the import of capital goods, 
components and raw materials. An im- 
port-export passbook scheme, to take 
effect in October, will enable quick 
duty-free access to imports needed for 
export production. In short, the po- 
licy's prime goal is improvement of the 
external-trade position. п 





been announced. 

The marketing of 
Saudi petrochemi- 
cal products from 
Singapore is like- 
ly to be handled 
through Shell and 
Mobil which have 
joint ventures with 
Saudi complexes 
and are also active 
in Singapore. Mar- 
ket sources say Shell 
and Mobil may pre- 
fer to reduce their 
local refinery capa- 
city and instead use 
the facilities involv- 
ed as storage for 


competition. Saudi petrochemi- 

cals to be sold in 

Moreover, the Saudis have been mar- | the region. The major market for 

keting their products in the West at | these products is Japan. However, as 

prices 10% lower than international | the major energy suppliers to Japan, 

prices which have already fallen 40% | the Saudis have great clout with 
since last year. Tokyo. 

The Singapore complex consists of The Saudis also have enormous in- 
one upstream plant and four | fluence іп India, Pakistan, and 
downstream plants which convert the | Bangladesh — other markets which 
products of the upstream plant. Even | Singapore wants to penetrate. Faced 
without the impact of the new Middle | with highly competitive Saudi prices, 
Eastern competition, Petrochemical | even Asean neighbours such as Thai- 
Corp. of Singapore, the upstream | land, the Philippines and Malaysia 
plant, with a capacity of 300,000 ton- | would find it more attractive to buy 
nes of ethylene and 160,000 tonnes of | from the Saudis. Singapore's complex, 
propylene a year, recorded a loss of | conceived in the late 1960s, was dub- 
$$30 million during its first year of op- | bed a white elephant by Prime Minis- 
eration ended in February. The losses | ter Lee Kuan Yew and his assessment 
of the downstream plants have not | is turning out to be right. 
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Sinking in 
tonnes of 
trouble 


A coal venture in Canada 
runs into probiems which will 
embroil its Japanese partners 


By Ashley Ford in Vancouver 


he C$2.5 billion (US$1.8 billion) 

Northeast Coal Development in the 
rugged foothills of the Rocky Moun- 
tains in British Columbia is in deep 
trouble. Quintette Coal, the r of 
two mines developed to sup and 
partly owned by, the Japanese steel in- 
dustry, appears to be on the verge of 
defaulting on interest payments on a 
C$700 million loan by a consortium of 
56 international banks 

The 6.5-million-tonnes-a-year ca- 
pacity mine, which only came on 
stream at the end of 1983 (REVIEW, 8 
Dec. '83), has been unable to produce 
the quantities of coal the Japanese 
mills have contracted to buy — and on 
which its financial viability rests. On 
top of this, it has been forced to accept 
a reduction in the price for the coal itis 
shipping. 

A senior Japanese trading-house 
executive in Vancouver said, following 
a recent executivgshuffle at Toronto- 
based Denison Mines, which has a 5095 
interest in Quintette and manages the 
mine: “This whole thing is in a mess 
and could have severe consequences 
for both the British Columbia provin- 
cial and Canadian governments if it is 
not cleaned up. It could also have deep 
implications for the trading relation- 
ship between Canada and Japan.’ 

The federal and provincial govern- 
ments backed the development of 
Quintette and the nearby Bullmoose 
mine by pumping C$1.3 billion into 
building a 129-km railway line to link 
the mines to the coast; a 12-million- 
tonnes-a-year coal-loading facility 
near Prince Rupert, and the infrastrue- 
ture to create a new town near the 
mines. Despite brave statements that it 
has the upmost faith in the project, the 
British Columbia government is politi- 
cally vulnerable and becoming in- 
creasingly anxious over Quintette 

The first hint of real trouble for the 
project came when the Bullmoose mine 
operator, Vancouver-based Teck 
Corp., agreed to take a C$10 a tonne 
price cut for its coal (REVIEW, 8 Nov 
84), The Japanese steel industry 
wanted a C$14 a tonne cut, but politi- 
cal sensitivities intervened and they 
not only accepted a smaller price cut, 
but also agreed to take an additional 
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Rumours ‘that Quintetté, Санаа 
largest coal mine, owned by Denison, а 
. consortium of J apanese steel mills and 
` trading companies (38%) and Char- 
bonnages de France, the French state- 
` owned coal company (12%), was in 
economic trouble were finally con- 
firmed in late March. The company an- 
nounced it had agreed to a C$8.50 a 
tonne price cut for its coal, bringing it 
— down to C$91.50 a tonne. In addition, a 
major executive shuffle was carried 
out. 
e. Stephen Roman, the hard-nosed 
= Chairman and chief executive officer of 
h- Denison stepped in and; personally 
S | launched a rescue attempt for his trou- 
- bled coal operation. Clifford Frame, 
| the chairman and chief executive of- 
| ficer of Quintette and prime mover be- 


` [GAS TO BURN 


hailand's substantial increase in 
B offshore natural-gas production 
ihg 27 Dec. '84) has led to a 
squabble between Union Oil Co. of 
Thailand — the American conces- 
onaire — and the Petroleum Au- 
ority of Thailand (PTT, the na- 
` tional oil company) over how much, 
` | and how soon, Thailand can increase 
| its use of the gas from the present 330 

i | million ft3 daily. 
=~ | | The bone of contention is some 
E 20,000 barrels a day of fuel oil 
Ñ; used by the state-run Bangchak re- 
finery for electricity generation. 
. Union has urged the government to 
E port the fuel oil — and earn about 
$$90 million a yearin much-needed 
E | foreign exchange — so that the com- 
ny can supply an extra 113 million 
a day of gas for this purpose. Be- 
(cause of its accelerated development 
during the past two years, Union is 
capable of producing up to 450 
"iion ft? a day. And it wants to pro- 
uce and sell more to recoup its deve- 

` lopment costs. 

` The message came through clearly 
` during a recent inspection of the 
| Platong field (the fourth and latest 
x . gas field, off the southern coast of 
. Songkhla, which came on stream in 
` | early March) by top PTT executives, 
including chairman Chao na Silavan 


2 


i5 and governor Thongchat Hon- 
= [| gladarom. 
` | The company claims that since 


= 1970, it has spent more than US$1 
— billion to explore and develop the 
"ER P foür fields now in production — but 
| that revenue from gas sales has only 
` totalled some US$600 million. The 
funds came from the United States— 
based parent firm's internal reserve; 
hence no interest charge was taken 
into account. The unofficial Thai re- 
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gin proven track record in 
the United States. Frame resigned as 
president and chief operating officer of 
Denison and was quickly followed out 
the door by other top executives of the 
coal subsidiary. 


ore restructuring is in the offing, 

with the distinct possibility that 
Denison will have to bring on board new 
partners to inject fresh capital into the 
mine. The main cause of the company’s 
problems has been the unexpectedly 
poor quality of coal in the first of its 
pits to be developed. Quintette's long- 
term contracts with the Japanese call 
for it to ship 120 million tonnes of coal 
during its first 20 years of operation at 
the rate of 6.3 million tonnes a year. 
But last year it was able to ship only 
78% of the contract amount. 


By Paisal Sricharatchanya in Bangkok 


sponse was sym y — but no firm 
commitment. T chat told the 
REVIEW that exporting the fuel oil 
would not be possible until export 
facilities at a PTT terminal southeast 
of Bangkok are completed towards 
the end of the year. “Our intake will 
gradually increase as demand grows, 
but Рт afraid it may not reach 450 
million ft? [daily] by year-end,” he 
said. 

After passing through a gas-sep- 
aration plant which began trial runs 
last November, about 30 million ft3 of 
the current supply goes to Siam Ce- 
ment, the large construction-materi- 
als conglomerate, while the remain- 
ing 300 million ft? or so is used in 
power generation by the Electricity 
Generating Authority of Thailand 
(Egat). Hydro-power normally con- 
stitutes a higher proportion of elec- 
tricity generation in the dry season 
(February-May) as Egat releases 
water from its. dams to irrigate the 
second rice crop. But with water held 
back in the dams in later months, 
Egat's gas consumption should cor- 
respondingly increase. 

Since production commenced in 
late 1981, gas has rapidly replaced 
imported energy in electricity gener- 
ation. The share of imported oil-gen- 
erated power plunged from 80% in 
1980 to 35% in 1982 — the first full 
year of gas production. As of Feb- 
ruary, gas accounted for 40.7%, leav- 
ing the shares of hydro, lignite, fuel 
oil and imports (of electricity from 
Laos) at 23%, 19%, 13.3%, and 3.7% 
respectively. The gas share has since 
risen to about 45%. 

The Union call for fuel-oil exports 
appears to make good economic 
sense. According to one informed 
source, gas now costs about US$1.9 a 














gui othér 
shareholders. The technical default 
was only averted when the lenders ag- 
reed to a temporary suspension of what 
is known as the protection ratio — the 
present value of projected net cash 
flows over the duration of the coal- 
sales agreements to the balance of the 
non-recourse debt. The price cut spells 
further trouble for the company and it 
is not known how long the banks will 
continue their suspension of the pró- 
tection ratio. Denison remains charac- 
teristically tight-lipped about future 
actions. 

Although the banks continue to be 
accommodating, they are becoming in- 
creasingly nervous and have brought 
in a consulting firm to provide a second 
opinion on the mine's affairs. Obser- 
vers allege “poor geology" is the main 
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million BTUs (British Thermal Units) 
against roughly US$4.9 a million 
BTUs for the same heat equivalent of 
fuel oil — about 60% less. Exporting 
the 20,000 bpd of fuel oil, at current 
Singapore spot prices of US$25 a 
barrel, would earn Thailand some 
US$182 million annually. 


H owever, PTT officials say the sharp 
increase in gas production re- 
quires a period of adjustment. Said 
one: "As recently as last year, we 
were getting less gas than we wanted 
and there were still doubts over whe- 
ther the contracted additional supply 
would materialise. Union must be 
credited for the accelerated produc- 
tion but they should not forget the 
problems Thailand encountered dur- 
ing the lengthy period of shortfall. 
Egat, for instance, had to re-adjust its 
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‚ А spokesman for the Ba 

fontreal, leader of Quintette’s bank 
consortium, declined comment on the 
lenders’ alleged dissatisfaction with 
Denison's management. He confirmed, 
however, that a firm of mining en- 
gineers had been retained “to provide 
an independent second opinion for the 
lenders’ benefit.” 

The quality of coal is not Quintette's 
only problem. The economies of both 
the rail line to the mine and the coal 
port are extremely sensitive to coal 
volumes. B. C. Rail, a provincial gov- 
ernment-owned railway, receives a 
surcharge on every tonne shipped to 
repay its construction cost. Because it 
failed to ship sufficient quantities last 
year, Quintette owes the railway and 
Ridley Terminals Inc., the coal loading 
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energy-mix configuration to take on 
more lignite and their plans cannot 
be altered too often.” The broader 
PTT-Union relationship remains 
friendly, with both sides appearing to 
appreciate each other's problems. 
The supply shortfall at Erawan 
Field, which provided gas for Union's 
sales contract, was a subject of 
controversy during 1982-83. The | 
company was supposed to produce up 
to 250 million ft3 a day, but actual 
` production was around 150 million 
1t? or less. Declaring force majeure, 
Union blamed the shortfall on Era- 
wan’s faulty reservoir structures. 
` The dispute culminated at the end 
of 1983, with the Thai Government 
accepting a re-determination which _ 
effectively put Erawan's reserves at 
60% less than the originally esti- 
d 1.58 trillion ft3 (REVIEW, 22 
. Dec. 83). The shortfall controversy, 
cou led with PTT's incentive price 
_ for production above 150 million ft3, - 
resulted in an accelerated develop- 
ment programme. By late 1984, sup- - 
ply from Erawan and the Banpot - 
field (part of the second contract 
which began production well ahead - 
of schedule) reached around 250 mil- 
lion ft? a day. / 
Union executives say the sharp — 
jump, registered since early 1985 
should not have come as a surprise. 
Under the second contract (effective 
from end-March), Union was to de- 
liver another 150 million ft? daily. 
. The Satun and Platong fields (under 
_ the second contract) actually came on 
stream in January and March, re- 
spectively, but production has been 
КБ due to PTT's 


1 . 

In all, there is more than 100 mil- 
lion ft? daily shut-in productive ca- 
pacity. "We can just turn the valves 

. and the additional supply will flow," _ 
_ commented a platform supervisor at 
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1.35 mil ion tonnes shortage, the rate is 
50% апа any higher shortfall is 
charged at 100%. 


iL is growing speculation that 
‘Quintette may be forced to develop 
a completely new pit. To do so, it would 
have to seek new partners. Geoffrey 
Carter, mining analyst at investment 
dealer Midland Doherty's Toronto of- 
fice says that Denison could walk away 
from the venture and attempt to ab- 
sonb ¿a massive loss estimated at 
C$200-300 million. 

But, he says a more likely scenario is 





















The major attraction for the b 
would be that they would not ha 
lend Quintette any more money if son 
one bought into the project. Before 
could happen, however, there wo 
have to be an understanding and a wil- — 
lingness on the part of the Japanese 
and the banks to salvage the mine, 

There is a growing body of opinion 
among the mining and investment 
community that it is almost inevitable 
that Quintette's fate will be decided 
politically. Carter believes that only - 
massive government subsidies can _ 
solve the mine's problems. “Whenever - 
I look at the Quintette numbers I - 
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Pasta can make you fat. Or slim. It depends 

on how it is prepared and who's cooking it "Я 
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Like you, we know there's nothing worsc 
than little things going wrong physically. 
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. nett, a major booster of the project 


r die. Its such a 
‘British Columbia Premier 


from the beginning, however, is show- 
ing no signs of becoming involved. If 
anything, the reverse is true and he ap- 
pears to be attempting to distance his 
administration from the mess. “All the 


— taxes and surcharges have been paid. 


Quintette has had some problems in 
geology and meeting its quotas, but 


that is a private-sector problem and’ 


= nota public sector one." Analysts scoff 


- 


ч 
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J in more 


at such simplistic reasoning and say 


are tempering the commercial advan- 
tages posed by the current world over- 
supply of coal with some astute politi- 
cal caution, 


the Northeast producers are getting is 
still far above the C$69 a tonne at 
which long-established suppliers to 


‘The J apanese are keenly aware of a and Alberta 


potential political repercussions and 


and are not forcing 
Canada's hand. That is reflected in the 
price they are still willing to pay for 
Northeast coal. The C$91.50 a tonne 











‘are shipping their coal. 
In 1981, British Columbia, cast- 
ing about for a high-profile project 
that would create sorely needed jobs, 
threw its whole weight behind the con- 
troversial Northeast coal project. Op- 
ponents warned it wasa high risk, high 
cost venture. Their fears appear well 
founded — at least in the immediate 
future. Having dug the hole, the gov- 
ernment may soon find it uncomforta- 
ble to lie in. п 


ECONOMIC MONITOR is TAIWAN 


ecently released first-quarter trade 
figures indicate that Taiwan can- 
not expect a repeat of 1984's outstand- 
ing economic performance this year. 
Exports — the island’s lifeblood — 
climbed only 5.3% over the compara- 


© ble period in 1984 to US$7 billion, in 


contrast to the 34% surge in the corres- 


` ponding period last year. 


Total trade rose only 2.3% in the 


quarter to US$12.04 billion, while 


February and March saw reductions of 
5.2% and 2.5% respec- 
tively on a year ago. 
Even more worrying, 
March brought the 
first actual decrease 






(compared to the pre- 7 
vious year) in exports Mar. 


than two 
years: a drop of 9.2% 


| s _ to US$2.24 billion. 


A curious anomaly in the trade pic- 
ture is a dramatic 48.4% upsurge in ex- 
Ee to Hongkong, Taiwan's third- 
argest trading partner (after the Unit- 
| ed States and Japan), during the first 
- quarter. Most of this US$632 million in 
exports ended up in China. Major 
items included TV sets and motor- 


T cycles. 


The generally declining trade largely 
reflects an economic slowdown in the 
US, by far Taiwan’s largest trading 
partner. US economic growth of 6.7% 
last year helped Taiwan's exports 
surge to US$30.46 billion, a 21.2% 
jump over 1983, and helped the island 
attain an economic-growth rate of 
10.9%. That kind of growth is unlikely 
to be sustained in view of expectations 
that the US economy will grow by not 
much more than 3% this. year. Also, 
with the NT (New Taiwan) dollar tied 
to the overly strong US dollar, 
Taiwan's exports to Europe have be- 
come much less competitive — the NT 
dollar has appreciated by as much as 
20% against European currencies. 

As a result, Taiwan may not be able 
to reach the officially predicted 8.5% 
growth in gross national product. A 
much more realistic bet would be 
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7.8%. Besides the drop-off in trade, 
which has become more serious than 
had been expected when the official 
forecast was made last autumn, the ef- 
fects of the Cathay group financial 
scandal are being felt in a general 
tightening of credit. Although difficult 
to quantify, this can only slow already- 
lagging rates of capital investment, 
thus becoming an additional serious 
drag on growth. 


apital investment increased an esti- 

mated 2.8% in 1984 — a grossly in- 
adequate level in terms of maintaining 
high future growth rates. Last year’s 
figure was broken down into a 15.5% 
increase in the private sector and a 
7.4% decrease in the public sector, 
which included both government pro- 
jects and state-owned corporations. 
Although official projections for this 
year point to a 14% rise in private- 
sector investment, some private eco- 
nomists think that may be optimis- 
tic. In an attempt to underpin flagging 
private investment, public investment 
is slated to rise 10.2% this year. Most of 
this increase will go into the so-called 
"14 Major Projects," a variety of big 
infrastructure projects such as har- 





bour expansion and Taipei's mass- 
transit railway. 

Measures taken by the government 
to boost private 
investment, sö 
far, have been 
ineffective. Two 
reductions (0.25 
of a percentage 
point each) in in- 
terest rates in the 
past four months 


were shrugged 
off as too little, 
too late. Al- 


though the US 
economic slow- 
down is a prob- 
lem, the more 
fundamental one 
seems to be 
uncertainties 
created Љу 
Taiwan's indus- 
trial transforma- 
tion. 

Everybody knows that capital-in- 
tensive industries are the wave of the 
future. But these “sunrise” industries 
require major infusions of capital to 
even reach the product-development 
stage, and Taiwan's businessmen are 
not noted for their patience in cultivat- 
ing profits down the road. Meanwhile, 
the perception that traditional indus- 
tries such as textiles and footwear will 
decline further in importance is hold- 
ing back investment in these areas. 

Other factors also affect investment. 
The inability of the financial system to 
channel funds efficiently is one: with 
massive amounts of dormant capital in 
bank vaults, potential investors are 
discouraged from putting their money 
into productive enterprises by the un- 
reliability of the financial data com- 
panies provide. 

Taiwan's extraordinary success in 
controlling inflation is another. The 
consumer price index (CPI) in 1984 
actually decreased, while wholesale 
prices went up less than 0.5 of a per- 
centage point. In 1985, the CPI is un- 
likely to rise more than 2%. With infla- 
tion at such low levels, the fear of 
seeing one's bank deposits lose value is 
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present rise to prominence And helping n 
along the way to success has been ScanDut 
the European scene - the continent's most 


markets, its most influential buver 


[he story of textiles runs like a thread through history produce blue jeans ог < 

lhe rise and fall of entire empires following its course We'll get your orders ther: 

Wool powered England to commercial prosperity. Cotton 

changed the face of the United States. Japan's industrial S D h $ 
might owes а continuing debt of thanks to silk can utc 


Textiles have played no small part in the Far East's WHERE GARMENTS GO 15! ( 














5,291,992 
In service 


























36 countries have ordered or installed fully-digital A 8. More than 11 million lines of AXE areon order or 
Digital subscriber switches are already in operation in 25 countries. К installed. Half are already in service. 























Ten years’ growth in lines on order from Ericsson, AXE exchanges for mobile subscribers are ordered or 
Over 75% of new orders are computer-controlled. installed in 15 countries. 


















Telecommunications ina 
computer-controlled world. 


We liveina digital world. The yes-no logic of the computer has transformed the volume, 
the variety and the value of the information we have and how we handle it. 






Ina modern telecommunications network, your calls are translated into digital signals, 


'routed by digital switches, transmitted throu gh digital transmission systems - all under 
digital computer control. 


The nerve-centres of digital networks are exchanges. In a fully-digital exchange, a digital 
“computer controls a digital switch. But even if the switch isn't digital, computer control 
transforms the performance of the exchange. 


It offers more services, demands less attention, earns more money for investment into the 


future. Proof against future shock 


Digital technology is a technology 
One of the tests of a digital s 
the underlying design ~ the ^ ; 
absorbs change. Superficially, / as changed: 
But one system knows its business, does its job, and has an unparalleled record of out ofall recognition in the years sin eit wats 
achievement: Ericsson’s AXE computer-controlled switching system. launched, absorbing break-through after 
break-through in technology. 

Butthe fundamental concepts of ANE have 
survived unchanged. Each technological 
advance is a test of the AXE architecture, Each 
test merely confirms the benefits of AXE 





All the major manufacturers of telecommunications equipment have produced computer- 
‘control systems for telephone companies to build into their networks. Some of these 
systems don't work very well. Some don't work at all, so far. 






These are the statistics of success. 





Some 100 telephone Administrations have In all, 11,258,859 AXE lines are installed or on 
chosen AXE. They're spread over 60 countries, order. 
and AXE is already at work in 43 of those 


























дем One way of measuring the amount of greater capacity, easier handling, low 
telecommunications capacity supplied by a demands on resources. 

№; 5 ulactirer has the evterieneo fh ОР biopupap d. dur - of telephone * Aer? 
No other manufacturer has the expertence that manufacturer is by the number of tel phone Keep up to date with AXE 
such a wide geographical spread contributes, imes the exchanges are handling, Some By the ti d this. i facts will i 

i "d y ne you read this, these facts will be out 
Nearly 1200 AXE exchanges have been manufacturers count mobile telephone fd Г E ee hi ite v ros het | : SOME 

E ek : OIT e archi eo i allows for 

ordered. 560 of them are already in service. subscribers and office extensions as basic ‘ines. 9 п e: d а da iie Ted ; 
They ti 7 yA руг ous ups a We make most of 
They include tiny rural exchanges, the largest We don't. We don't need to. AOS HOSUR ABE WERE i 

; IMPER, ud it. Connexion - the AXE magazine "eps you 
international digital exchanges in the world, REIS Я Ж. . Е аро ой : 

VI 37 AXE exchanges for mobile subscribers are іп touch with the continuing AXE SUCCESS story 
and every kind and size of exchange in between. ; i а 5 
installed or on order, to serve half-a-million Contracts placed, problems solved, new 


One of the most recent parts of the network to subscribers, 


technology incorporated ... they're all covered 
be ‘digitalized’ is the part closest to you: 25 








TON | Ж four times а year in Connexion, The coupon will 
countries already have AXE digital subscriber Mobile telephony is very new, very exciting. ne la cacy re И 
: : d gie AXE exchanges take it in their stride. AXE is KNE YOU реггопа сору 
switches installed. , f кыы» МАЛУ 
already at werk with the Nordic NMI 
Thats probably more than all the other US AMPS, and British TACS standards. 


telecommunications manufacturers have E R ic S S N 
supplied between them. wt 
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Telefonaktiebolaget LM LM Eric ricsson, 
Public Telecommunications Division, S-126 25 Stockholm, Sweden, 








Some areas served hy AXE exchanges—ordered or 


i А : : Please send me the latest issue of Connexion. 
installed for more than 60 countries. 
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gu — ET амы Ec ae State/ Country i ce 
Postcode scc cnr SET e Telephone ; 
Туре of organization Telephone Administration: ^ Business/Pinance/Consultanti? 
Education| Government 7 Supplier of telecommunications equipment 












A prospector has to know the difference 
between fools’ gold and the real thing. 


Prospecting for great ideas is like 
panning for gold. If you don't know 
exactly what you're looking for, you 
might mistake a bad idea for a good one. 
In fact, what it really boils down to is 
knowing that all that glitters is not gold. 

At Epson, we know which ideas will 
produce products people can trust. 
We develop every concept from its incep- 
tion, and carefully evaluate its worth. 
Before proceeding further, we examine 
the idea's applicability. If we find any 
flaws, any imperfections, we stop. 

Most corporations can dream up 
ingenious product concepts. But what 
makes Epson different is that we create 


EPSON CORPORATION Head Office 80 Hirook 


e з. Smiojirism, Nag 
EPSON ELECTRONICS (SINGAPORE) PTE., LTD. N ^ є 


EPSON ELECTRONICS TRADING LTD. 
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products to fulfill human needs. Almost 
every single feature on an Epson 
product is designed to make your life 
easier. You'll never waste time trying to 
figure out how an Epson product works. 
And you'll never find unnecessary 
gimmicks either. 

Epson's commitment to fulfill human 
needs is apparent in such outstanding 
products as our liquid crystal display, 
and the world's best-selling printers for 
personal computers and totally portable 
cordless personal computers. 

Epson. We know the difference 
between great ideas, and great ideas 
that work. 
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The Wait Is Over. 


Options on Eurodollar futures at 
the Chicago Mercantile Exchange 
enhance the ability of interest rate 
managers to hedge short-term risk. 

With options on Eurodollar 
futures, traders can construct 
positions for any market outlook 
and risk-tolerance with 24 basic 
strategies using these options either 
alone or in combination with 
Eurodollar futures. Here’s how. 


CME EURODOLLAR OPTIONS 
CAN ACCURATELY HEDGE 
UNCERTAIN EXPOSURES 


Gap management is complicated 

because rollovers of deposits or 
loans can fluctuate unpredictably as 
interest rates shift. So hedging by 
traditional means can be difficult. If 
rollovers fail to meet expectations, 
losses on a hedge using forwards or 
futures may not be fully covered by 
gains on the cash position. But 
hedging with a long position in 
options reduces the rollover risk by 
limiting potential losses to the 
option premium. 





EURODOLLAR OPTIONS 
CONTRACT SPECIFICATIONS | 
































Trading One Eurodollar Time Deposit 
Unit futures contract of the 
|8 specified contract month E 
Strike Stated in terms of the IMM Index 
Prices for the Eurodollar futures 
contract in intervals of .50 
L teg., 89.50, 90.00, 90.50) 
Premium Quoted in IMM Index points 
Quotations where each Of IMM Index point 
{1 basis point) represents $25. 
A quote of 0.35 represents 
an option price of $875 
(35 basis points = $25) 
Months March. June. 
| Traded . September, December 
Ticker Calls: CE 
Symbols Puts: PE 
Minimum Price 01 IMM Index point. 
Fluctuation equal to $25 
(Tick Size) (same as for ED futures} 
| Daily Price Limit None 
Trading Hours 7:30 a.m. to 2:00 p.m. 
(same as for ED futures) 
Last Day Option trading shall terminate 
of Trading at the same date and time 
` as the underlying futures contract 
(i-e.. the second London 
business day before the third 
l1. Wednesday of the contract month) 








Contract specifications are subject to Change. Check with your 
; broker to confirm this information and for complete contract 
`. épecitications. 


Nearby Eurodollar 
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Eurodollar options are based on Euradollar 
futures, The nearby futures contracts are 
related to 3- and 6-month LIBOR, as well 
as to other short-term interest rates. 


CME EURODOLLAR OPTIONS 
ARE AN EXCELLENT HEDGE 
FOR CAP-RATE LOAN PROGRAMS 


Options positions can protect a 
spread in a cap-rate loan by locking 
in the cost of funding if rates rise. 
And they don't set an artificially high 
funding level if rates drop. 

Eurodollar options are analogous 
to interest-rate insurance. By buying 
a Eurodollar put, the lender protects 
himself from rising rates. If rates 
rise, the increased cost of funding is 
offset by the increased value of the 
put. If rates fall during the course of 
the loan, funding can be accomplished 
at the lower rate and the option can 
be allowed to expire. And the cost 
of this protection is limited to the 
cost of the put. 


OPTION WRITING CAN 
IMPROVE YIELDS 


Some institutions might wish to 
consider the benefits of writing 
Eurodollar options. 

Writing options against assets 
produces a cash inflow that can 
improve yields. Writing options 
against liabilities produces income 
that can reduce their risk. 

In both cases the option writer for- 
goes some benefits of favorable rate 
moves, but he does so for a known 
and immediate premium income. 


ATTRACTIVE SPECIFICATIONS 


As part of the CME's growing 
family of contracts designed to deal 
with short-term interest-rate risk, 
Eurodollar options take advantage of 
the virtues of the active underlying 
market in Eurodollar futures. The 
correlation between Eurodollar 
futures and key short-term interest 
rates, such as LIBOR and T-Bills, 
augments the utility of both CME 
Eurodollar contracts. 

Eurodollar options can be exer- 
cised on any trading day, but exercise 
of in-the-money options is automatic 
upon expiration. And because both 
Eurodollar futures and options are 
cash-settled and expire simultane- 
ously, price convergence is perfect. 


FOR MORE INFORMATION 


For an in-depth explanation of the 
benefits of Eurodollar options at the 
CME, talk to your brokers, And cone 
tact the Chicago Mercantile Exchange, . 
toll free, at 800/331-3332, for a free 
copy of "Options on Eurodollar 
Futures: A Strategy Guide? 
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FUTURES AND OPTIONS 
30 South Wacker Dr 
67 Wall Street. New York, New York Es 
27 Throgmorton Street. London ECEN AN- 





Inthe 
Money 


The most 
monied business 
minds in Asia read The Far 
Eastern Economic Review 

In fact a very convincing 9476 
ої our readers are in upper ог 
middle management positions, 
or the professions 

The average Review reader 
makes almost USS53,000 a year. 
Nearly 62% of them own stocks 
or bonds, over 86% run savings 
accounts, and 7326 own real 
estate 

And incredibly, the total 
investment of the average 
Review household adds up to 
just short of USS300,000 

Ihe people who read the 
Review represent Asia's most 
affluent market. Which is why 
you'll find well over a hundred of 
the world’s leading financial 
institutions doing big business 
from our pages 

If you're in finance, open an 

account with 

gm 7 E he Review 
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e Choiceof Authority 
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THE INTELLIGENT SQUARE 


At the heart of Exchange Square is one of the most sophisticated communications 
and data systems in the world today. 

One that is linked to each floor by built-in block wiring, just like electronic plumbing. 
And one that is available to every tenant, large or small, by virtue of what Hongkong Land 
calls ‘shared resources’. 

There's no capital investment requirement for communications equipment when vou move in 
And no need to waste space on bulky hardware. 

All you need are a few small multi-functional terminals which can be rented. 

You're fully operational from day one. 

The communications facilities available include a digital partitioned PABX; telex, telegraph and 
data switching; mass data storage and data base management; audio conferencing, 
centralized word processing and facsimile; a reprographics bureau; and 24-hour answering service. 
When you move to the Square, you can use as many or as few of them as you choose 
You simply pay for what you use when you use it. And as your company expands, so can your 
use of the facilities. Now, isn't that an intelligent move? 


The time to act is now. Tenants are already moving in. 
Please contact: Hongkong Land (tel: 5-8428288, telex: 75102) or 
Jones Lang Wootton (tel: 5-217171, telex: 74247). 
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THE HUB OF ASIA 'S BUSINESS WORLD 


KUALA LUMPUR 
SINGAPORE 


JAKARTA 





daily nonstops from Asia — to 6 US cities 


As an international businessman, it's good business to know the best way to your American destination. OKINAWA NEW YORK 
To more of America, the fastest way is Northwest Orient. You can connect with Northwest Orient in 9 GUAM — toxyg CHICAGO 
Asian cities, And you have a choice of daily’ nonstops from Asia to more US cities than any other ТАРЕ! ША, SEOUL B. LOS ANGELES 


airline. In America, you've got convenient connections to over 50 US cities. Every time you fly, you HONG KONG SAN FRANCIS! 
can be earning free travel with Northwest Orient's Free Flight Plan. Next time you go to America, go — SHANGHAI OSAKA — SEATTLE/TAC( 
with the airline that's got more going for vou. Northwest Orient. MANILA HONOLULU 


Now, it's Northwest Orient. 
WW) NORTHWEST ORIENT 


For reservations. call vour travel agent or Northwest Orient. Tokyo (03) 433-8151 Osaka (06) 228-0747 Nagoya (052) 562-0867 Hiroshima (082) 247-5741 Okinawa (0988) 58-2477/79 Seoul 753-6100 Hong Kong 5-21 
34592288 Taipei 02-596. 5951/5 Taichung 04-220-6643/6 Kaoshiung 07-272-5505/8 Manila 58-27-76/83 Cebu 922-122 Guam 477-7811/13 Saipan 7778 Kuala Lumpur 429768/429868 Penang 29487 Singapore 336-7666/9 Ban 
251-9652/4 Jakarta 320558/3264 39 Auckland 794-977 Sydney 264-9715 Karachi 551215, 551514 Lahore 417241, 417220 Islamabad 812174, 812175 Kathmandu 215855/212552 New Delhi 345786, 351605 Bombay 211440, 21 














Biggs’ thin 
39 AUSTRALIAN share prices have 
done very well from the plunge in the 
local currency during the past two 
months, with foreign investors find- 
ing stocks more of a bargain and local 
investors looking to improved earn- 
ings from the resources sector, which 
largely sells at prices set in foreign 
currencies, 
But it has not been a happy time for 
¿foreigners who were in the market 
before the Australian dollar began its 
slide, A British investor, for example, 
would find his Australian industrial 
equity now worth around 86% of its 
value at the beginning of January and 
even his resource holdings down to 
95% or so. 

With the A$ down near 65 US cents 
(from around 80 US cents in January) 
is it now the time to buy Australian? 
One prominent United States invest- 

, ment adviser, Barton M. Biggs of New 
u York-based Morgan Stanley and Co., 
has given a general thumbs-down 
after leading 25 US and European in- 
stitutional investors on a two-week 


study tour of Australia’s big-name | 


“companies. 

They appeared to have studied 
. more than dry business fundamen- 

tals. Biggs declared them “emotion- 
ally ready to emigrate” at the end of 
it, but went on: "Unfortunately, in- 
vestment decisions are more dispas- 
sionate and cannot be based on 
smiles, sunshine and vast bronzed ex- 
panses of bare, wholesome pul- 
chritude. The 25 were hard pressed to 
find any stocks to buy." 

One reason for this immediately 
becomes clear on reading Biggs' 
highly entertaining Strategy. He and 
the group must have spent much of 
their time learning about some 
elementary facts of life in Australia. 
Thus we learn about the country's 
punitive income tax scale, which pro- 
vides "one of history's great exam- 
ples of bracket creep." And that Aus- 
tralian managers are divorced from 
shareholder interests, being too con- 
cerned with building and shoring up 
their empires. 

Getting down to investment, Biggs 
notes that industrial and mining 
companies are gaining from the weak 
A$ as most are net exporters. "The 
prosperity has a false glow, however, 
as wages, which are indexed, will es- 
calate and squeeze profits later this 
year." 

This is an arguable proposition. 
Treasurer Paul Keating, for one, be- 
lieves higher import costs will take 
much longer to filter through fully 
(perhaps 18 months) and affect only a 




















minor 15% of total demand. In the 
worst case, they would show up 
partly in the October wage adjust- 
ment for inflation in the January- 
June period and more fully in the 
April 1986 adjustment. But Keating 
does not rule out negotiations with 
the trade unions to discount currency 
changes from the wage index. 

It is certainly a cause for concern. 
But some other analysts here worry 
more about a continuing slide in the 
A$, given that the market has the jit- 
ters about the government's grip on 
money supply and the budget deficit. 
Looseness in this year's budget com- 
bined with recession in the US could 
send the A$ down towards 50 US 
cents, according to Richard Mews, re- 
search head at Sydney stockbroker 
Ord Minnett and Co. 

Biggs believes Australian shares 
are “not cheap at 10 times earnings.” 
Not allis black, however. Biggs found 
The Broken Hill Proprietary Co. 
(BHP) and Conzinc Riotinto Austra- 


ymovement inthe A 
affect 1985- 


ILA$1 equals . 
85 US cents. 
80 US cent: 
75 US се 


lia (CRA) “mi interesting as qual- 
ity, broad-based resource and cur- 
rency plays.” Western Mining Corp. 
seemed a “р speculation on the 
developing shortage of nickel." The 
three big private banks he found sub- 
stantially undervalued at four to five 
limes earnings and yields of about 
7.5% — though he had doubts about 
the Australia and New Zealand Bank 
over its Grindlay's Bank purchase. 
Westpac Banking Corp. and National 
Australia Bank were “classic under- 
valued and unloved stocks and be- 
long in any international portfolio.” 

* BIG Australian companies are also 
starting to court foreign investors — 
chiefly those who feel themselves 
undervalued and open to hostile 
takeover. No less than BHP is run- 
ning scared from the aggressive in- 
terest of Robert Holmes à Court, 
whose Bell.Group is structurally a 
virtual shadow of BHP, trying to ab- 
sorb the mining, steel and oil giant’s 
substance’: through . opportunistic 
share buying 
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led by its general тапа 


company to investors in London 
New York. Despite Biggs’ “mild” 
terest in the stock, Morgan S 
competed fiercely for and w 
handling of the US part of thi 

A dry run before ac 





March showed the goi 
lian” still has to get its act t 

as BHP executives were 1 
to answer tough questio 
company's performance 
They admitted the point oft 
cise was to demonstrate 


thought was an appro в 
@ THE BHP team instead 
questions be put to well 
ney analyst lan Story, research pa 
ner with stockbrokers Meare: 
Philips. Story, who will help BY 
make its spiel in London, puts a 
of А$8.43 on BHP sk 
meaning the stock is 


that BHP and a number 
other resource companie 
could have earnings booste 
by more than 40% by the 
change-rate factor in the 
1985-86 years, which in BE 
case starts in June. 

With most of its energy 
mineral products priced it 
dollars.and fairly stable, E 
is set for substantial A$ gai 
from its coal, iron-ore and m 
ports. As long as the Austr 
ernment maintains its i 
prieing for domestic oil ( 
it also gains.a substantial reven 
flow) BHP and other Australian ой 
producers will find the recent fall in 
the US dollar-linked Opec 
more than offset by the 
gain. 





year, Story estimates BHP 
A$7.23 billion, of which a 
billion (5175) i ive to the e 
change rate. If the A$ shows ana 
age 70 US cents over 1985-86 ti 
rate-sensitive income wot 

A$4.49 billion — a gain of AS 
lion. On the cost side, the c 
would be inereased intere 
foreign-denominated borrowin 
































sitive enterpr 
sources, Queensland Coal Trust, 
and CSR. 
























vehicles for foreign partici- 
tion in {һе South Korean 
market are.appearing thick and 
ith the formation of two new in- 
tment. trusts, the Seoul Interna- 
ial Trust (SIT) and the Seoul Trust 
; But the manner and timing of the 
neh of these two new trusts, worth 
$60: million in total, has been criti- 
ed as a "shambles" or a "mish- 
“by various foreign bankers in- 
ved. 

What has irritated many of the 
cign participants is the Seoul 
nistry of Finance’s (MoF) insistence 
i£ the two new trusts should become 
es for. supporting the South Ko- 
bond markets as well as for in- 
‘ting in local equities, which is 
here. foreigners’ principal interest 
Last-minute changes in fees being 
harged on the new funds are also a 
one of some contention, as is the 
























































eeling has been aroused overseas that 


the current high international in- 
erest in South Korean stocks but is 
ather exploiting the market. 

News of the formation of the US$30 
Ilion ST came on 11 April in the form 
a brief announcement from United 
States securities house Prudential- 
he, which is lead manager of the 
érwriting group, saying that the 
ew fund was being launched that day 
n London and would “invest princi- 

lly in [South]. Korean equities.” It 
üld. not be listed on a stock ex- 
ange but would be sold to interna- 
nalinvestors in Europe, the Far East 
ind the US through a syndicate of in- 
rnational banks. 

“Inquiries in the market by the 
REVIEW disclosed the fact that yet 
other fund, the SIT, also of US$30 
lion and lead-managed by British 
tockbrokers Vickers da Costa (part 


launched in London around the same 
time. In fact the SIT was due to be 
signed on 15 April; some 10 days before 
the ST. The SIT will be ыш a listing 
xembourg. 

e launch of the two new funds has 
understandably caused some confu- 
sion among. international investors, 
mot least because both follow very 
close on the heels of yet another South 
Korean fund, the Korea Growth Trust 
(KGT), also of. US$30 million, 
launched in Hongkong on 25 March 
and lead by local merchant bank Jar- 
dine Fleming. The Каті is shoping fori a 
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hn thony Rowley i in Hongkong and James Bartholomew 





pulation that the securities will not . 
redeemable in less than one year. A |. 


eoul is not simply taking advantage |. P 


Woodside’ S weak side 


owned | by Citicorp), was also being | 





| necessary. to. 


London 


Hongkong Sd by Мау ог June. This 
means that no less than US$90 million 
worth of new South Korean funds have 
made their separate appearances 
within a matter of weeks. 

The appearance of the KGT last 
month as a separate fund from the 
three existing vehicles for Iren in- 
vestment in the Korean market — the 
Korea Trust (KT), the Korea Inter па- 






| tional Trust (KIT) and the Korea Fund 


(KF) — had been expected, because it 
satisfied the ambition of. the third- 
biggest’ investment group in South 
Korea, Citizens Investment Trust 
Management Co., to have its own fund. 
The two other biggest local groups, 
Korea Investment Trust: and the 


Daehan Investment. Trust, have had 
their own vehicles since.1981 in the 
shape of the KIT and the KT respec- 
tively. Both had grown Ао а, size of 
US$25 million through-two tranches of 
unit issues and.that, plus;the US$60 





was. avail- 


. Tt was widely known that a further 
US$60 million of investment in the 
South Korean market would shortly be 
made available (REVIEW, 4 Apr.). But it 
was generally assumed that this would 
be in the form of expansion at each of 
the existing original trusts, the KT and 
KIT, making US$200 million available 
in all to overseas investors. So why the 
formation of yet two more vehicles — 
the SIT by Korea Investment Trust and 
the ST by Daehan — making six in all 
and increasingly out of proportion to 
the amount of investment available in 
total, various institutions asked. 


he answer lies in something which 

looks suspiciously like opportunism 
on the part of the MoF in Seoul. First, it 
has insisted that 30% of the funds sub- 
seribed to the new trusts, ST and SIT, 
be invested in bonds. Since the South 
Korean budget deficit (unlike that of 
the US Government) is hardly of pro- 
portion in relation to gross national 
product sö as to cause concern, the 
view among investors is that this is a 
move to prop up the flagging local 
market in corporate bonds. 





BHP and Shell launch a takeover bid for their over-reaching 
partner in the Northwest Shelf LNG project 


By Hamish McDonald in Sydney 
Fo Woodside Petroleum, the dis- 
covery of a massive natural gas 
field off the northwest coast of Austra- 
lia proved to be the easiest part of the 
story. For more than: 20 years, the 
fledgeling explorer struggled to stay a 
part of what has turned out to be the 
biggest resources play in this well-en- 
dowed country. The discovery was at 
the limits of the offshore oil industry's 
technical capabilities, some 130 km off 


the coast ‘of the barren and sparsely | 
settled Pilbara region, under 125 m of | 


water occasionally.swept by cyclonic 
winds of 200 km/h and waves 23 m 
high. 

With the cost: : the massive 
liquefied natural is (LNG) project 
swelling to its present А11 billion 
(US$7.4 billion) estimate, Woodside 
was forced to enlist the par tnership of 
the big energy players ~~ international 
oil majors and Australia's Broken Hill 
Proprietary Co. (BHP) — while cling- 
ing to its independe ce.and. manage- 
ment control. cec: 
Last year We 
seemed to bet 
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power and gas utilities to sign firm 
contracts for the project's planned out- 
put of 6 million tonnes a year. The two 
biggest Japanese trading companies, 
Mitsubishi and Mitsui, agreed to come 
in as partners in the A$9 billion export 
phase i in an equity shift aimed at light- 
ening Woodside's financing needs. 

The change left Woodside the major 
party in the A$2.1 billion domestic gas 
phase of the project, which came on 
strea am, last August sending 10.9 mil- 
lion m? of gas a day through a 1,200- 
km pipeline to Perth. BHP and Shell 
Australia each held an 8.33% direct in- 
terest in the project, as well as a total 
42.6% equity in Woodside itself, while 
California Asiatic Oil Co. (Calasiatic, a 
Chevron affiliate) and BP Australia 
each held a 16.67% direct interest. 

The Woodside contribution to the 
second phase, requiring massive in- 
vestment in two liquefaction trains at 
the shore base near Dampier and seven 
LNG tankers, was broken down. By 
selling a one-sixth equity share to a 
Mitsubishi-Mitsu 
(known as Mi 
each to. Sh 










The local bond market, at around 
US$18 billion, is some three times big- 
ger than the capitalisation of the Seoul 
equity market. The only small consola- 
tion is that the 10% liquidity element 
which each of the new trusts has to 
preserve can be counted towards the 
bond-holding requirement, provided it 
is held in (short or medium-term) debt 
instruments. 

This meant that the KT and the KIT 
could not simply be enlarged as this 
would dilute or “pollute” the holdings 
of existing investors who want to be in 
equities. But despite the sudden injec- 


appears to 
be no shortage of 
takers for both new 
funds. One source 
close to the issues 
said: “We have not 
had to do any selling 
at all. The buyers 
are ready and wait- 
ing.” 

What annoyed 
some of the man- 
agers even more 
than the bond stipu- 
lation was the “last- 
minute restructur- 
ing” of the fees. Ac- 
cording to one mer- 
chant banker, the fees were made 
“more chunky,” favouring local brok- 
ers, and also apparently the US invest- 
ment bankers involved. And a clause 
was inserted that the funds could not 
be redeemed in less than a year. As 


many of the subscribers had already 


served a probationary period by sub- 
scribing to the original KT and KIT is- 
sues, and their second tranches, they 
felt this was unfair. 

But according to one banker, there is 
no arguing with the MoF on such 
points: “They are very touchy.” And as 
investment banks have had no diffi- 








suggested. 

Both the ST and SIT are technically 
“open-ended” like conventional unit 
trusts (and unlike the closed-ended 
KF), which means in theory that units 
can be sold or created at will. And both 
are quoted at net-asset value. In prac- 
lice, special agreement is needed 
whenever they want to issue new units. 
Dealings are by way of International 
Depository Receipts evidencing own- 
ership of the Luxembourg-held units. 
Neither the KT nor the KIT are listed 


| (thoughthelatter was supposed to seek 


a Luxembourg listing). The managers 
of the ST say it too will probably seek a 
Luxembourg listing in time, because 
getting a quote there is "more 
straightforward" than elsewhere. 
Lack of a listing can cause problems 
for investors, such as British insurance 
companies and certain French invest- 
ors wishing to buy the trusts. Co-lead 
managers to the ST are Merrill Lynch 
and Nomura Securities while Baring 
Brothers is joint lead manager to the 
SIT. п 





phase became an equal partnership 
with Woodside, BHP, Shell, MiMi, BP 
and Calasiatic each holding a sixth. 
This brought Woodside's financing 
iresponsibility down to what seemed an 
attainable A$1.5 billion. And after 
wears of postponements, a sense of 
urgency was returning to the project. 
The eight Japanese utilities — the 
Tokyo, Chubu, Kansai, Chugoku and 
Kyushu electric-power companies and 
Ehe Tokyo, Osaka and Toho gas com- 
panies — were losing their doubts over 
energy-demand projections, after sit- 
ing on letters of intent signed in July 
T and were looking to a start of de- 
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liveries in October 1989. To meet this 
deadline paperwork and loan commit- 
ments had to be ready by July 1985. 

With its first revenue starting to flow 
from the domestic phase (A$31 million 
earned between August and De- 
cember), Woodside seemed to be on the 
point of realising its promise and even- 
tually showing a return for its long- 
suffering shareholders, who had seen 
Woodside stock decline from a peak of 
A$3.50 in 1980 to less than 80 A cents 
last year. 


B ut a crisis in the stage one domestic 
phase of the project now seems like- 
ly to knock Woodside out of the race in 
the final stretch. Through the cancella- 
tion and deferment of industrial pro- 
jects, the State Electricity Commission 
of Western Australia (SECWA) — 
which had contracted to buy the entire 
output under take-or-pay conditions 
— found itself without customers for 
about a third of the gas. It put its an- 
nual deficit on the deal at A$185 mil- 
lion and saw itself running up a debt of 
A$1 billion before gas demand picked 
up. 
Negotiations in February between 
the West Australian and federal gov- 
ernments, Woodside and the stage-one 
financiers settled this problem. Wood- 
side agreed to modify its price for 
SECWA, to an undisclosed rate, while 
the federal government agreed to di- 
vert A$117 million a year in royalties 
to the state government. 

But Woodside has not escaped. On 10 





April BHP and Shell announced a joint 
takeover bid for the 57.4% of Wood- 
side's 500 million shares they did not 
already own. At A$1.60 a share, it was 
more than double the sharemarket 
price of a month earlier, though 
rumours of such a move had pushed up 
the stock in the meantime 

BHP and Shell said they had decided 
to make the bid “to avoid further 
delay, which could well jeopardise the 
entire export phase of this vital na- 
tional project, and to enable Woodside 
to retain its position as an equal part- 
ner in this phase. Lower world energy 
prices and reduced sales revenues from 
domestic gas sales have made it clear to 
BHP and Shell that Woodside is most 
unlikely to be able to complete its 
financing arrangements and maintain 
the present timetable towards the 
target delivery date for the first de- 
liveries of LNG to Japan in October 
1989 without a substantial strengthen- 
ing of its equity base and general fi- 
nancial capability. Furthermore, the 
Japanese LNG buyers have not been 
satisfied as to Woodside's ability to 
meet all its commitments and perform- 
ance obligations over the life of the 
project." 

To ram home their point, the рай 
also gave notice that they would move 
at the next Woodside general meeting 
on 1 May for a A$200 million re- 
nounceable rights issue. BHP chair- 
man Sir James Balderstone spelt out 
the options for Woodside sharehold- 
ers: accept the A$1.60 offer, put more 
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ghts, or see their t 
Опе potential li 1 
Woodside’s independent 
anished immediately when acting 
Federal Treasurer Chris Hurford an- 
ounced that Canberra agreed to the 
rther reduction of Australian equity 
nvolved — from 47.5% to 33.33% in 
he domestic phase and from 29% to 
ih the export phase — because of 
riding economic benefits. At cur- 
prices, LNG exports would earn a 
gross US$1.56 billion a year, yielding 
bout A$450 million a year in federal 
nd state revenue. 

The shocked directors engaged mer- 
hant bankers Morgan Grenfell Aus- 
ralia to make an independent valua- 
ion of the company, and advised 
shareholders not to sell. Some studies 
ауе put a value closer to A$2 on 
Woodside stock, and many analysts 
oint to the additional contribution of 
Woodside’s 50.6% equity in the well- 
erforming central Australian oil pro- 
ducer Vamgas, which reported an 81% 
prófit leap to A$14.1 million for 1984. 


e independent directors also 
claimed Woodside's efforts to raise 
share of finance for stage two of the 
. West Australian project were making 
“good progress. Woodside had been 
‘seeking to roll over its existing A$1.4 
billion in borrowings (in large part 
от a 62-bank consortium) into a new 
A$2.1 billion loan. Together with the 
A$320 million it is to receive from its 
sale of equity to Shell, BHP and MiMi 
this was seen as assuring Woodside's 
ability to meet its commitments. 

"The renegotiation of the domestic 
gas price had raised doubts in interna- 
financial circles, banking 


how Woodside has been affected by the 
_ recent fall in the Australian dollar. At 
31 December Woodside had drawn 
down, US$935 million and A$144.6 
million in borrowings, and a further 
US$65 million drawn since has virtu- 
ly exhausted its existing facilities. 
- Since the domestic gas price and the 
. Component linked to world energy 
"prices is undisclosed, the degree of 
hedging afforded is also secret. Even 
so, one well-placed banker reported “a 
reasonable degree of interest" in a sec- 
ond Woodside loan. 

The initial response from the market 
to-the bid was that the BHP and Shell 
offer was too good to refuse. The pair's 
roker found himself deluged with of- 
for the maximum 3% equity that 
сап be taken up by existing holders of | 
more than 20% 
before a formal bid must be launched. 
Predietions are that selling will be 
strong among smaller local investors, ' 
particularly those who bought in when | 
the stock was in the doldrums. Foreign | 
shareholders would haveto take a sub- 
stantial exchange-rate loss and, along 
with big institutions, might..be more 
inclined to stay in for the long haul. 
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Malaysia decides to let market forces prevail in capital markets 
as it tries to channel more funds to productive sectors 


By James Clad in Kuala Lumpur 


Miss central bank governor 
Tan Sri Aziz Taha, who is due 
to retire in June, has announced 
the first steps in a long mareh to 
deregulate Malaysia's financial sys- 
tem. Although he gave few details, he 
revealed moves which point to the 
emergence of a capital market better 
fitted to private-sector growth and in- 
vestment. "I 

The first move reduces the central 
bank's captive deposits and eases com- 
mercial bank liquidity. From 15 April, 
minimum reserves held by commercial 
banks on deposit with the central bank 
were reduced from 5% to 4% of each 
bank's total deposit base. In theory, 
this releases about M$400 million 
(US$161.9 million) into the market — 
with an economy-stimulating multi- 
plier effect believed to be twice this 
amount. 

In fact, only trading banks benefit 
from the reserves reduction; during 
the past year finance-company and 
merchant-bank term rates have pulled 
deposits away from commercial banks. 
Giving the latter a lower statutory- 
deposit rule helps ease their shortage 
of funds. 

But Aziz' moves do not stop there. In 
a significant reversal of concessions in 
priority-sector lending, the governor 
(with the government behind him) has 
allowed banks to increase interest 
rates by one point for some. loans, in- 
cluding various advances to bumi- 
putras (indigenous; peoples, mainly 





Malays) and on housing loans. The ef- 
fect is to boost these rates to 11%. 

Other planned changes include 
liberalising rules to allow finance com- 
panies (now confined to fixed deposit 
and loan business) to participate in the 
inter-bank money market. Foreign- 
exchange dealings may be opened up 
to all financial institutions — at pre- 
sent, only commercial banks operate in 
the area. 

Also in store, said Aziz, are moves to 
bring government securities into the 
markets at competitive rates. At pre- 
sent, the market for government paper’ 
(such as the Employees Provident 
Fund — EPF) is captive, and most of it 
is saturated. The return from govern- 
ment securities is causing increasing 
grumbling from compulsory savers 
with EPF and other funds. 


hese steps amount to the first of 

many in a long process of deregula- 
tion that will extend beyond 1990. Aziz 
revealed that both the International 
Monetary Fund and the World Bank 
have been called in to prepare reports 
on various aspects of Malaysia's finan- 
cial system. 

The.IMF has already completed a 
study on. interest rates, while the 
World Bank's focus is on "resource 
mobilisation." While this would ap- 
pear to be wider than the IMF's brief, 
polieymakers here see it as basically 
supplementing the IMF study. The 
philosophy underpinning the pending 





changes, Aziz said, is that “interest 
rates will be freed as much as possible. 
We should let market forces, and sup- 
ply and demand factors, dictate the 
level of interest rates.” 

Reaction to Aziz’ moves was almost 
entirely favourable, especially from 
bankers. The absence of any dissent 
from major public or private institu- 
tions also suggested a broad commit- 
ment within government to the re- 
forms. Aziz will retire on 1 June, but 
his successor, Malayan Banking's 
chairman Datuk Jaafar Hussein, said 
new rates for priority-sector loans are 
"closer to the banks' true cost of 
funds." | 

Jaafar (who also heads the influen- 
tial Association of Banks) even added 
that interest rates on loans to other 
sectors could be “revised downwards” 
— but many observers doubted that 
banks (whose profitability has un- 
doubtedly slipped recently in compari- 
son to gains in the previous five years) 
would readily pass on the benefits to 
borrowers. 

At the back of Aziz' mind is the 
pressing need to encourage more of 
what he calls "productive" invest- 
ment. Last year, commercial banks 
lent M$3.2 billion to commercial prop- 
erty projects, with another M$1.2 bil- 
lion going into housing — much of it 
high-rise condominium or other high- 
price city dwellings. By contrast, man- 
ufacturing and agriculture, two prime 
"productive" sectors, received just 
M$451.4 million and M$344.6 million, 
respectively from the banks and with- 
out central-bank minimum lending 
guidelines the result would have been 
poorer still. 

It is difficult to see whether deregu- 
lated markets will do much im- 
mediately to channel more funds into 
the desired sectors. "In fact," one 
foreign banker said, "just the reverse 
could occur." п 








Soldiers’ bank no more - 


The Philippine Veterans Bank is in receivership after President 
Ferdinand Marcos dismissed its board of directors 


By Jose Galang in Manila 
N ot quite an old soldier, the 22-year- 
old Philippine Military and Vete- 
rans Bank (PMVB) is fading away from 
the country’s banking scene. The 
policymaking Monetary Board has 
placed the troubled bank (REVIEW, 11 
Apr.) under receivership, in what is 
generally believed to be a step closer 
towards liquidation, The closure, an- 
nounced on 10 April, followed the Cen- 
tral Bank of the Philippines’ findings 
that the bank’s continued operations 
would adversely affect its depositors 
and creditors. 

The move came only two weeks after 
President Ferdinand Marcos, who 
holds in trust more than half of the 
bank's outstanding shares, ordered the 
entire PMVB board of directors to re- 


| sign to pave the way for a reorganisa- 
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worth Rs 230 million in total to Surya 
Tobacco Co. and Annapurna Textile 
Mills: the outcome of these transac- 
tions is not yet known. 

The Galadaris (Latif and Raheem) 
were bought out of Dubai Bank's op- 
erations world-wide by  UBME 
(which itself is 73% held by the UAE 
Government) on 3 April, after their 
bank experienced what one bank of- 
ficial described as "liquidity prob- 
lems" in its domestic and interna- 
tional operations. 


he Galadaris owned half of NAB's 

shares (500,000 of Rs 100 face 
value), with the state-owned Nepal 
Industrial Development Corp. own- 
ing 50,000, another 25,000 held by the 
Nepalese national insurance corpo- 
ration and most of the rest in public 
hands. (Not all the shares were issued 
— a shortfall óf 23,333 is in question.) 
The Security Exchange Centre — the 
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new stock ex ze — holds 1,667 
shares, thou is not listed. The 
exchange says the bank is seeking a 
listing. ` 

The replacement of the brothers 
appears to resolve the bank’s prob- 
lems, as far as Nepal is concerned. 
The presence of the UAE Govern- 
ment is expected to provide better 
security for the bank, and perhaps 
encourage the channelling of oil re- 
venues through’ Nepal for develop- 
ment projects — though falling oil 
prices make it unlikely that there will 
bea cash flood. ' 

This is not the first embarrassment 
for the Galadari family. Latif and 
Raheem Galadari had to come to the 
financial rescue of their brother, 
Wahad, when his bankruptcy 
threatened to delay two prime-site 
projects in Singapore and possible 
default on loans totalling S$250 mil- 
lion (US$112.6 million). 
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tion designed t« 
bank's funds." 
PMVB's total assets of P2.3 


stop a drain on the 


Dillion 


(US$124.3 million) at end-1984 further 
declined to P2.16 billion by end-Feb 
ruary 1985, according to a central bank 


evaluation. Total liabilities, on the 
other hand, grew from P2.27 billion at 
end-1984 to P2.64 billion at end-Feb 
ruary. At that date the bank had ac- 
cumulated operating losses of P150 
million, of which P13 million was in 


, curred in the first two months of 198 


ore importantly perhaps, thi 
bank's original capital of P100 
million (PMVB was set up in 1963 with 
the help of a United States Govern 
ment grant of US$25 million to Fili 
pino veterans of World War II) had 
shrunk to only P28 mil 


lion by February 1985 
The central bank esti 
mates that after provid 
ing for possible losses im 
its loan portfolio and 
other assets, the bank's 
net worth would be in de- 
ficit by some P480 mil 
lion 

Total deposits with 
the bank af end-1984 
amounted to P1.65 bil- 
lion, down more than 4 
from the previous yea! 


Government entitic 

cluding state-owned cor 
porations, comprise the 
bulk of PMVB's 
tors. The rest art 
individual depositot 
(whose account iT 
P40,000 each)! 


deposi 


mall 


mostly less than 
mainly military personnel and the 
families 


The Veterans’ Bank had been dogger 
by difficulties since 1980. In 1983 
asked for emergency assistance n 
the central bank for the first time. Ir 
March 1984, a rehabilitation progran 
me was implemented that made th« 
Armed Forces of the Philippines' pen 
sion-fund organisation the majority 
investor. PMVB itself increase 
borrowings in 1984 by 18% to P93 mil 
lion, of which P60 million represented 
emergency advances from the cent 
bank 

The PMVB receive) 
of the central bank's sing 
examination section, has until mid 
June to draft a liquidation s« 
the bank. However, another possibility 
being studied is the merging of PMVB 
with the state-owned Philippine Na- 
tional Bank (whose assets reached P87 
billion in 1984) instead of disposing of 
its assets u 
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South Korea's leading appliance firms turn to the home 
market for new sales and meet fierce competition 


By Paul Ensor in Seoul 


laced in commanding positions 
over Seoul's central Namdaemun 
intersection, where the shining new 
headquarters of the country's con- 


- glomerates face each other across roar- 


g traffic, are billboards of ecstatic 
young women listening to music 
through Daewoo headphones. On the 
other side, Samsung's latest colour TV 
set is being shown off with equal en- 
thusiasm. South Korea's electronics 
industry is coming of age, and at the 
same time, the country's consumers are 
becoming a force to be reckoned with. 

Last year, domestic sales of electric 
appliances in South Korea topped ex- 
ports for the first time, and increas- 
ingly the giants of the industry, Sam- 
sung Electronics and Goldstar, along 
with newcomer Daewoo Electronics 
(the three account for around 90% of 
sales) are paying more attention to 
thefr performance at home. 

In the past, the home market was 
considered an adjunct to the glowing 
world of exports. Lack of interest in 
the local market has partly been due to 
government policies aimed at curbing 
consumer appetites for "luxury" pur- 
chases such as appliances. This policy 
was particularly marked in the late 
1970s: the government of late presi- 
dent Park Chung Hee encouraged pro- 
duction and export of colour TV sets 
for many years before South Korean 
channels were allowed to broadcast in 
colour in 1980. Park forbade domestic 
colour broadcasting on the grounds 
that South Korea was too poor for such 
a luxury. 

Sales taxes on major appliances such 
as TV sets and air conditioners are still 
very steep — around 50% in some 
categories. However, consumers have 
shown a healthy appetite for electronic 
goods; for example, since 1980 slightly 
more than 4 million colour TV sets 
have been sold, so that half of South 
Korean households now own a set. 

The timing of the introduction of 
colour broadcasting was partly due to 


' worries regarding exports, following a 


clampdown on imports by the United 
States. Playing second fiddle to ex- 
ports has often meant that changes in 
the domestic scene are strongly af- 
fected by the fortunes of the main pro- 
ducers abroad. In 1984 the big three 
were stunned by anti-dumping rulings 
against their colour TV exports by the 
US Federal Trade Commission. Their 
immediate response was a series of 
sharp price cuts in the home market in 
the second half of the year. The anti- 
dumping decision also played a role in 
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Hyundai's decision not-to enter the 
field of consumer electronics. Like 
Daewoo, Hyundai decided to move 
into electronics with no previous ex- 
perience in 1983. 

The anti-dumping decision helped to 
make 1984 the most competitive year 
on record in the domestic market, with 
companies mounting major advertis- 
ing campaigns and sales drives and de- 
veloping new kinds of after-sales ser- 
vices as well as competitive purchase- 
financing offers. The entrance of 
Daewoo added to the heat of the battle: 
while the other two will not acknow- 
ledge the newcomer as a serious con- 





tender yet, they have certainly noticed 
its aggressive approach to advertising 
and sales. Daewoo chairman Kim Woo 
Joong showed his concern for the suc- 
cess of the group's electronics venture 
when he announced in March that he 
would personally oversee management 
of Daewoo Electronics. 


ith 1984 domestic sales of Won 
182.44 billion (US$217.1 million), 

less than half the sales of Won 587.8 
billion of Samsung or the Won 542 bil- 
lion of Goldstar, Daewoo's spending 
on advertising in 1984 was Won 12.04 
billion compared to Goldstar's budget 
of Won 12.24 billion and Samsung's 
Won 12.06 billion. Among all com- 
panies, these three were the second-, 
third- and fourth-largest spenders on 
advertising; by sector, electronics 
overall was the fourth-largest spender. 
By the end of the year, Samsung had 
managed to budge Goldstar from its 
previous top position in domestic sales, 
while maintaining its lead in exports. 
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` ports for several years. - 
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It would be difficult to overstate the 
intensity of the fray — for example, 
employees of the entire Daewoo group 
are required to sell a number of 
appliances each year, and the other 
two companies are reported to have 
followed this example. Sales agents 
are forced to take more than they can 
sell; during the summer, when re- 
frigerators are selling well, they are 
obliged to take winter products such as 
kettles and TV sets. 

The big three prefer to sell througt 
wholly owned outlets, or franchises 
each owns a network of around 50( 
stores across the country. This exclu 
siveness is also reflected in an un 
usual degree of secrecy regarding 
every aspect of sales — in their dis- 
cussions with the Review, all thre 
were highly circumspect. One wouk 
not even grant an interview. The mos 
carefully kept secret is relative 
market shares. However, fron 
disclosed sales figures it ap: 
pears Goldstar and Samsun; 
each have around 40% of th: 
market. Daewoo alone woulc 
place a figure on its share — 
20% — though this seems а: 
exaggeration based on sale 
figures. 

Despite the fierce competi 
tion, the big three are no 
above a little oligopolisti 
price fixing. In the second hal 
of 1984, competition in colou 
TV sales resulted in price cut 
of around 20% from the begin 
ning of the year. "We realise 
that such serious competition 
would do us harm,” said Kin 
Dong Hwan of Goldstar, an 
this concern led to an agree 
ment on price floors for T" 
sets, as well as fixed margins fo 
sales agents at 10% above factor 
prices. 

The Fair Trade Commission (FTC) a 
the Economic Planning Board did nc 
like this arrangement. “We regarde 
this as an unfair contract, even if th 
prices had reached. unprofitabl 
levels," said an official who was in 
volved in the affair. The FTC charge 
that in addition to running a price car 
tel, two of the companies had force 
products onto their sales agents. In De 
cember, all three companies were or 
dered to print apologies to the public i 
the major newspapers. 

Cut-throat price wars have made th 
domestic market less profitabl 
mainly due to loans extended to agen: 
who cannot sell all they are required t 
take. Although this could lead to prot 
lems in the future, the development ‹ 
a larger domestic base should be a we 
come source of stability to the cour 
try's outward-oriented electronics ir 
dustry. Sho i | 
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60 countries; isa world leader in 
international money management 
and currency dealing. The 
Investment Advisers to the 
Funds, Standard Chartered Bank ` 
Treasury Division have 20 
dealing centres throughout 

the world and are in 

touch with the markets 

24 hours a das. 


CURRENCY FUNDS 
An opportunity to com- | 
“bine high growth potential 
“with maximum security 
and the flexibility of realising 
your holdings at short notice. 












. А choice of investment 
in any of five currencies: 
Sterling, US Dollars, 
Deutschemarks, Swiss Francs 
or Yen with no initial charges. 


MANAGED FUNDS 


The two Managed Funds designated in Sterling and 
US Dollars are designed for the investor who does 
not have the time or experience to manage a currency 
portfolio. 






If you would like to find out more, fillin and 

return the coupon and we'll send you a Fund P 

pectus, and other information on banking services 

in the Channel Islands, or contact your local branch 
Interest earned is accumulated within each class: © of the Standard Chartered Group. 

of share and no dividends will be paid - all income is ; 

reflected in the capital value of the Shares. 


The objective is to maximise growth by balancing 
interest rates against rates of exchange. 








This advertisement, which is placed on behalf of 

<o Standard Chartered Fund Managers (C..1.) Limited 
Standard Chartered Bank, one of Britain's by Standard Chartered Bank does not constitute 
leading banks, with more than 2000 branches in over ^. an offer or invitation to invest in the Fund. 





























To: The Chartered Bank, Marketing Dept., FEERSO | 
4-4a Des Voeux Road Central, Hong Kong. 


Please send me a copy of the Fund's Prospectus and Application Form. | understand that investment may only be 
| made on the basis of the terms set out in those documents. 


Name 


Standard £ Chartered ^" | 


| Standard Chartered Fund Managers (C.L) Limited ' 
















































BANKS BUCK 
THE TREND 


Bucking the generally gloomy corpo- 
rate trend, seven commercial banks 
in the Philippines led by the Far East 
Bank & Trust Co. (FEBTC) and Bank 
of the Philippine Islands (BPI) per- 
formed well in 1984. FEBTC, whose 
former president, Jose Fernandez, is 
the Central Bank of Philippines gov- 
ernor, earned  P235.6 million 
(US$13.8 million) net, up 50.2% on 
1983. 

BPI, part of the Ayala conglomer- 
ate, improved its net earnings by 40% 
to P217.2 million. Metropolitan Bank 
& Trust Co. improved its net income 
to P150.4 million from P116 million, 
while Citytrust Banking Corp. was 
up to P125 million from P101 mil- 
lion, Insular Bank of Asia & America, 
P63.3 million from P40.7 million, 
Commerce Bank of Manila, P58 mil- 
lion from P18.5 million, and As- 
sociated Bank, P7.1 million from 
P4.4 million. 

In contrast to their strong perform- 
ance, the government's Philippine 
National Bank incurred a net loss of 
P1.1 billion in 1984, wiping out the 
preceding year's net income of P236 
million, largely owing: to bad-debt 
provisions. — LEO GONZAGA 
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Realty's cash dries up 


Wheelock Marden’s Hongkong- 
based property arm, Realty Develop- 
ment Corp. (RDC), has reported a 
massive loss for the year ended 31 
Dec. 1984 as a result of provisions for 
the decreased worth of certain prop- 
erties and a writedown of quoted in- 
vestments. An extraordinary loss of 
HK$333.95 million (US$42.8 million) 
wiped out group profits of 
HK$109.67 million (previously 
HK$110.51 million), yielding a net 
attributable loss of HK$224.28 mil- 
lion. 

Despite the red ink, RDC (which 
had, in the two years prior to 1984, re- 
frained from making provisions for 
the slide in property and investment 
values) is proposing a final.dividend 
of 26 HK cents an A share and 5.2 HK 
cents a B share in addition to an ear- 
lier interim dividend of 12 HK cents 
and 2.4 HK cents respectively. Total 
payout for the year will absorb 
HK$76.96 million (nearly three- 
quarters of group profits before ex- 
traordinaries). While RDC's write- 
downs will give Sir Yue-kong Pao's 
Hongkong Wharf group, which is in 
the process of taking over Wheelock 
Marden, a clean slate to work on, its 
hefty dividend payout will leave 
them with little cash to play with. 

RDC's poor results have affected 
the performance of its holding com- 
pany Hongkong Realty and Trust Co. 
which reported a net attributable loss 
of HK$41.7 million (previously a pro- 
fit of HK$209.75 million) after ac- 
counting for extraordinary losses 
of HK$192.56 million. Group pro- 
fits before extraordinaries were 
HK$150.86 million compared with 
HK$148.75 million in 1983. Total di- 
vidend payout is expected to absorb 
HK$75.39 million, unchanged from 
1983. — ELIZABETH CHENG 


Fletcher flies 


Fletcher Challenge, the large diver- 
sified Wellington-based company, 
has bounced ahead with a 52% tax- 
paid profit leap to NZ$96.8 million 
(US$43.2 million) for the half-year to 
31 Dec. 1984. The profit increase 
amounted to a massive 188%, if a 
NZ$30 million figure was excluded 
from the 1983 profit. This represents 
a controversial accounting practice 
called deferred income, which essen- 
tially means writing back into the 
accounts over five years the discount 
at which Fletcher Challenge bought 
its North American forestry opera- 
tion. Following. adverse investor 
reaction, the company has stopped 
the practice and no deferred income 
has been included in the latest re- 
sults. 





The biggest improvements for the 
company were in its construction and 
property sector (NZ$21.7 million, up 
from NZ$7.1 million), pulp and paper 
(changing from a loss of NZ$1.9 mil- 






























































' lion to a profit of NZ$20.1 million), 


and rural. and trading (up from 
NZ$2.6 million to NZ$13.7 million). 
Turnover for the period was NZ$2.19 
billion, up from NZ$1.67 billion. 


Pasar benefits 


Philippine Associated Smelting & 
Refining Corp. (Pasar), the contro- 
versial partly state-owned copper 
smelter, posted a net profit of P127 
million (US$7.5 million) in 1984, its 
first full year of operations. Through 
the government's National Develop- 
ment Co., its biggest stockholder, 
Pasar can compel major local copper- 
concentrate producers to make con- 
centrate deliveries to its smelter in 
Isabel (Leyte Island, central Philip- 
pines) and charge them smelting fees 
which, the producers claim, are far 
above those in Japan. 

Pasar, last year, was free of financ- 
ing costs. It will not start paying back 
its foreign loans of US$170 million 
until 1987. The loans, obtained in 
1981, have a five-year grace period 
from their 1982 drawdown year. The 
concentrates producers are them- 
selves minority equity partners in 
Pasar. — LEO GONZAGA 


MUI forges ahead 


Malayan United Industries has an- 
nounced unaudited results for the 
year ended 31 Dec. 1984 which show 
group pre-tax profits up from M$81.2 
million (US$31.2 million) to M$91 
million. 

At the company level, pre-tax pro- 
fits rose from M$38.6 million to 
M$49.5 million, but after-tax gains 
were less impressive, with group re- 
sults just M$766,000 better. After- 
tax gains at the company level 
climbed M$7.2 million, however, and 
directors have announced a 15% pay- 
out (up from 1983's 10%) amounting 
to M$51.2 million distributed to 
shareholders. — JAMES CLAD 


CMB hurtles on 


China Motor Bus, one of two Hong- 
kong-listed bus companies, tripled 
its interim profits for the six 
months to 31 Dec. 1984 to HK$43.28 
million (US$5.6 million), largely as a 
result of fare increases in January 
1984. Some HK$16.85 million of this 
will be transferred to the company's 
development fund under a profit- 
control scheme worked out. with the 
government. Profits had taken a 
knock in the previous interim period 
and that had, to a large extent, 
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prompted the government to approve 
the fare increase. 

Turnover increased 28% from the 
comparable period in 1983 to 
HK$263.85 million. Interim dividend 
has been set at 20 HK cents, in addi- 
tion to a special bonus dividend of 5 
HK cents. Prospects for the second half 
appear promising with an increase in 
fares on the company’s cross-harbour 
routes effective from February. The 
company has come under mounting at- 
tack for poor management following a 
number of fatal accidents involving its 
buses. — ELIZABETH CHENG 


Wattie expands 


Fast growing New Zealand food 
giant Wattie Industries pushed pro- 
fits for the half year to 31 Jan. to 
NZ$30.4 million (US$14.5 million), 
up 57% on the comparable period of 
1983. Sales rose 19% to NZ$369.1 
million. 

The biggest growth came from in- 
vestment income, up from NZ$3.7 
million to NZ$11.5 million largely 
owing to investments in the Good- 
man group, NZ Forest Products and 
Waitaki NZ Refrigerating. Borrow- 
ing costs rose 71% to NZ$20.9 mil- 
lion. — LINDA SANDERS 


Solid year for Pioneer 


Australia's Pioneer Concrete Ser- 
vices has reported a 14% rise in net 
profits to A$47 million (US$30.7 mil- 
lion) in the half-year to 31 Dec. 1984, 
on turnover virtually static at A$1.28 
billion. Chairman Sir Tristan Antico 
warned that much of the strong 
growth in Australian operations 
came from  government-boosted 
highway construction and housing 
sectors, which are vulnerable to the 
budget-cutting operations now 
under way. 

Antico said both British and Hong- 
kong operations had “never had a 
better time” and said Pioneer had in- 
vested a further US$23 million in ex- 
panding its operations in the United 
States, where the company has 38 
concrete plants. New ventures in pro- 
cessing brown coal and producing 
silica were also under study, but 
would “cost a lot of money.” 

— HAMISH McDONALD 


Boustead’s modest lift 


Widely dispersed Boustead Holdings 
of Malaysia reported indifferent 
gains in unaudited six-month earn- 
ings to 31 Dec. 1984, with pre-tax 
profits inching up by only M$565,000 
(US$224,200) from the M$24.76 mil- 
lion achieved in the same period in 
1983. 

Boustead's plantations division 
(chiefly: Malakoff and Selangor 
Coconuts) pulled in 16% more profit 


despite the fall in. rubber prices, 
thanks to consistently good palm-oil 
prices. Boustead's travel and liquor- 
trading divisions were in the black, 
but Boustead Sales and Boustead En- 
gineering incurred losses and its 
shipping division saw a 30% drop in 
net income. Expenditure on a new 
corporate headquarters plus higher 
gearing costs also bit into dispersible 
profit. 

Directors declared an interim di- 
vidend of 7.5%, less 40% income tax. 
The board expects "a slightly im- 
proved performance from trading 
operations," and "satisfactory" palm- 
oil prices to allow M$44.94 million 
group pre-tax profits for the full year 
ending 30 June. — JAMES CLAD 


Castlemaine Tooheys up 


Australian brewer Castlemaine 
Tooheys increased net profit by 21% 
to A$41.75 million (US$28.8 million) 
in the half year to 31 Jan., matching a 
similar rise in turnover to A$617 mil- 
lion. Managing director Lloyd Zam- 
patti said the group had increased its 
share of the national beer market, 
with a strong performance in New 
South Wales, and had better-than- 
expected results from its recently ac- 
quired Coca-Cola franchises. 
Interim dividend was lifted 1 A 
cent to 14 4A cents, which will 
strengthen defences against take- 
over. Meanwhile, Zampatti said the 
company was still looking for suita- 
ble takeover targets to diversify ac- 
tivities. — HAMISH McDONALD 


Harriman holds steady 


Harriman Holdings, a member of the 
| Wheelock Marden group of Hong- 
kong, has announced net profits of 
HK$16.1 million (US$2.1 million) for 
calendar 1984, up 5.2% from the pre- 
vious year. The directors have recom- 
mended a final dividend of 15 HK cents 
a share. Harriman, an investment- 
holding company, is principally in 
property ownership and manage- 
ment. — LIZ CARVER 


Feltex doubles gains 
New Zealand's 20% papa in 
July 1984 led to diversified/manufac- 
turer Feltex NZ' doubling interim 
after-tax earnings (to31 Dec. 1984) to 
NZ$14.8 million (US$6.7 million). 
The increase was after a 21% rise in 
sales to NZ$300 million. 

The company, a major exporter of 
carpets, pushed export sales up by 
40%. The results were helped by 
buoyant conditions in both Australia 
and New Zealand. The company is 
forecasting earnings of NZ$30 mil- 
lion for the full year compared to the 
preceding year’s profit of NZ$20.8 
million. — LINDA SANDERS 
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COMPANIES 


KEPPELS 
DEADWEIGHT 


By V. G. Kulkarni in Singapore 
Ta Singapore Government—con- 

trolled Keppel Shipyard posted 
an embarrassingly heavy loss of 
S$174 million (US$79.1 million) in 
the year to 31 December 1984, com- 
pared with a profit of S$80 million in 
1983. Keppel's results were the object 
of keen market interest because it 
was the first full vear of operations 
since its controversial takeover of 
Straits Steamship in 1983 at a price 
of some S$500 million. 

In the event, Straits Steamship's 
poor performance, coupled with 
Keppel's heavy interest payments on 
borrowings and a massive downward 
revaluation of the group's shipping 
assets, pushed the group into the red. 
Operating profit more than doubled 
to S$78 million from $$35 million in 
1983, with turnover up 21% to 88808 
million. The revaluation of the 
group's ships and some properties re- 
quired provision of S$131 million, 
while interest payments were a further 
S$70 million. Despite its loss, the 
company will pay a 7% net dividend. 

Keppel's new chairman, Sim Kee 
Boon, former head of Singapore's 
civil service, said the write-down of 
assets was made with the full knowl- 
edge of its impact on the balance- 
sheet. "But I have decided it is better 
to bite the bullet now rather than 
spring unpleasant surprises in the fu- 
ture," he added. He forecast that the 
group could return to profitability in 
a couple of years. However, he con- 
ceded that his forecast depended on a 
major restructuring of the shipping 
and shipbuilding industry in Singa- 
pore, which could call for the merger 
of many major shipping interests. 
This has led analysts to doubt Sim's 
forecast. 

Straits Steamship posted a net loss 
of S$28.8 million last year, doubling 
its 1983 loss of S$14 million, with 
operating loss amounting to S$2.2 
million, against an operating profit of 
S$12.2 million in 1983. Keppel's per- 
formance would have been much 
worse had it not been for Far East 
Levingston Shipbuilding (FELS) — 
another major subsidiary which spe- 
cialises in building oil rigs*— turning 
in a healthy 30% increase in profits to 
S$23.3 million last year, despite a 
drop in turnover to S$150 million 
from S$193 million in 1983. 

Keppel, together with  Síraits 
Steamship and FELS, are placing 
heavy reliance on joint ventures in 
China in shipping, marine-base man- 
agement and shipbuilding. 
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` Speculative fever rises 


HEFTY gains, mainly speculative, were recorded for Hongkong, Manila and Bangkok 
for the period ended 15 Apr. Bullish sentiment in London and Wall Street, however, 


rumours that various suitors were getting ready 


` for a takeover bid of one of Hongkong's oldest 


` hongs, Jardine Matheson, which was in poor fi- 
` nancial shape. The stock closed the period at 


| HK$11.50 (US$1.47), up 60 HK cents on its 12 


. Apr. close. The Hang Seng Index broke through 
` the 1,500 psychological barrier to close at a four- 
| year high of 1,505.44, up 34.19 points on the 
! E. Trading reached a daily average of 
p $324.49 million. General optimism on the 
‘ ру front and relatively low interest rates 
i ave also helped the market. 


AUSTRALIA: The bull run on Australian re- 


source stocks continued with foreign investors 
` taking advantage of the weak Australian dollar. 
A rise in the Hongkong gold price and further 


— troubles in South African mines kept interest in 


— gold miners high, while the Broken Hill Proprie- 
` tary-Shell takeover bid for Woodside Petroleum 
` (page 146) fuelled intense activity in the oil and 
gas sector. Over the period the Australian All- 
Ordinaries Index showed a 15.9-point gain to 


` 857.8 with the All-Resources Index up a solid 


25.6 points to 592.3. Strong performances came 
in the Oil and Gas Index, up 64.3 points to 675.4. 


NEW ZEALAND: The four-week-old rally ran 


out of steam with the index only just reaching a 
— new peak at mid-period. The repeated failure of 


f; the market to penetrate the index's 1,490 level 


indicates that the country's two-and-a-half year 
- bull market has lost its momentum, though it is 


` still capable of responding to the odd bursts of 


bid activity. Meanwhile, interest rates remain 
high and look set to stay that way with inflation 


ү | running at an annualised 17.6% and M3 growth 


` TOKYO: The Nikkei 


currently being held to 6% a year. 


Dow-Jones Average 

` steadily declined to finish at 12,552.73 points on 
15 Apr. As the market entered into a correction 

. phase the trading volume also fell, averaging 
477.8 million shares for the period. Prime Minis- 
ter Yasuhiro Nakasone's pledge to boost domes- 
tic demand to reduce the economy's dependence 
on exports fuelled interest in stocks tied to 
domestic business. Interest slackened in China- 
related shares as investors baulked at reports of 
low profitability for Japanese ventures operat- 
ing in China. Analysts said they expected the 
special tokkin trust funds, which had been 
highly active in the market of late, would be 
boosted by about * 1 trillion (US$3.9 billion) this 
year. 


SEOUL: The market was weakened by-profit- 
taking and a shortage of-funds among institu- 
tional investors. The index fell 0.47 of a point to 
136.27, and average daily trading rose by 1.8 mil- 
lion shares to 23.83 million. Institutional invest- 
ors disposed of some of their holdings to pay off a 
special loan extended to them in December by 
the government to prop up the market. Smaller 
investors followed suit in a profit-taking move, 
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had little impact on Asian markets in general. Singapore and Malaysia were the loss 
— leaders in the wake of a political crisis in Kuala Lumpur. 


` HONGKONG: sentiment was bolstered by 


driving prices down as the period progressed. 
Leading the fall were textiles and trading, while 
petrochemicals and construction prices held 
firm. 


SINGAPORE: Despite some institutional 


nibbling at blue-chip stocks in the first two days 
of the period, second liners continued on a 
downtrend. By the end of the period, however, 
political uncertainties across the causeway re- 
sulting from a renewed crisis in the Malaysian 
Chinese Association had pulled down nearly all 
listings in easier trading. Average daily turnover 
dropped to 8.1 million units valued at 5820 mil- 
lion (US$9.1 million). Bank stocks and Malay- 
sian-related counters, such as Supreme Corp., 
were the most actively traded. 


KUALA LUMPUR: Reflecting unease at the re- 


newed leadership crisis within the Malaysian 
Chinese Association, market sentiment buckled 
amid generally quiet conditions. Fraser's Malay- 
sian Index tumbled 80 points by the end of the 
period amid scant interest. While corporate 
rumours kept some counters, such as Emtex, 
buoyant, the bearish trend pulled down specula- 
tive flyers and blue chips alike. Trading volumes 
remained sluggish, averaging on a daily basis at 
8.9 million shares worth M$14.3 million (US$5.8 
million). 


MANILA: Price changes were mainly for the 
better and trading perked up somewhat. Volume 
reached 92.79 million shares following a spurt of 
activity in the long-dormant issues threatened 
with delisting. Value for the period totalled 
P7.11 million (US$384,324), with special deals in 
San Miguel accounting for P3.26 million or al- 
most half. Gains in Atlas, Benguet and Lepanto 
pushed the mining index up 19.41 points to 
105.13. The oil index was unchanged at 0.625. In 
contrast, the commercial-industrial index was 
off 1.02 points at 131.15. 


TAIPEI: The market was nudged downward by 
marked declines in textiles shares. The weighted 
price index dropped 3.93 points in the period to 
762.72, and average daily transactions were 
down slightly at NT$414 million (US$10.4 mil- 
lion). The textiles index lost 4% to 135.62 with 
Far East Textile the biggest loser. A move to raise 
limits on margin trading failed to excite senti- 
ment, though analysts said it was a necessary 
move. 


BANGKOK: The market recorded a substantial 
improvement in massive turnover despite two 
public holidays which shortened the period to 
just three trading sessions. After a weak opening 
on 11 Apr., an aggressive buying spree domi- 
nated the following two sessions, sending the 
prices of some popular stocks to record high 
levels. Gainers included BATA, Sermsuk and 
IFCT. The Book Club Index gained a solid 3.84 
points to close at 136.96 in daily average turn- 
over of Baht 226.6 million (US$8.2 million). 
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AUSTRALIA 


Aust. All-Ordinaries Aver 
9 Apr. 
10 Apr. 
11 Apr. 
12 Apr. 
15 Apr. 
Change on week 
15Apr. “chan 
As опи 
Атай an - 
Ampoi Exploration 262 +44 
Ampoi Petroleum 188 -05 
ANZ Bank 461 At 
Australian Cons ind 2" -05 
Austrahan Guarantee 243 -32 
APM 261 “15 
Boral 321 *03 
248 «21 
Brambles ind 381 -21 
BHP 643 +49 
Burns Phàp 413 -137 
Carton United Browory 263 *15 
Coles GJ 377 +12 
Comaico 280 |! -23 
CSR зов у +з 
Duniap Austraha 222 -0$ 
Eiders IXL 3:3 -24 
Hardie J 3n +02 
Herald & Weekly Times 435 3€ 
IC Austrade 193 -0* 
LendLease Corp 628 08 
MIM Holdings. 331 31 
Myer Emporium 162 131 
North Broken Hilt 257 +34 
Реко Wallsend مده‎ +4 
Pioneer Concrete. 1.20 +08 
Santos 629 +0: 
SmithH 450 +51 
Thomas Nahonwide Trans 191 =- 
Western Mining 422 24 
Westpac 349 - 
Woodside 160 +45. 
Woolworths 313 
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Sanko Steamship 99 - 

Sankyo Pharm 1370 0? аб! 
Sanwa Bank 1470 € 33 590 
Sekisui Pretat Homes. 590 9 25 
Эмир зго 19 247 
Sesano 1180 33 220 
Sony 4310 6 285 
Sumitomo Bank 1670 35 463 
Tani Const 2\4 05- 1735 
Takeda Chem 945 7) 1390 
Tokio Manne and Fire 842 14 496 
Tokyo Elec. Power 16% 37 182 
Toray s a2 ws 
Toto $41 1$ ae 
Toyo Kogyo 440 20 32 
Toyota Motor 1220 24, 326 
Yamaha Motor 1% “тэ 


NEW ZEALAND 


Barclays Index 











9 Apr. closed 
10 Apr. 1.487.60 
11 Apr. 1,488 52 
12 Apr. 1.482.67 
15 Apr. 1,478.31 
Change on week ———. -0,39% 
15Apr "change. % 
NZS Onweek yield 
Ales Harvey 345 42' ’ 
Bnedey 444 16 
Carr Hon 320 06 
Fisher А Paykel 360 08 
Fletcher Challenge 328 27 81 
Goodman Group 342 69 
Lion Breweries 240 a4 £^. 
NZ Forest Products 298 to + ae 
NZ Ой and Gas. 042 -67 
un '58 25 
Progressive 407 26 
Wasaki NZA 180 +23 6? 
Waite 355 Br 
Winstone 176 22 
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WADE C ee M 
10Apr. ____ . — 68672 ' 


11 Арг. __ А-н: ЫНЫ GEL о 
Rie чу, ae 
15 Apr. 
Change on week  . +268% 











Асое Ming - ~ 
Апаз 8 2178 «88 - 
Baguio Gokd. B — -— - 
Flam — = Е 
First Holdings - = - 
Lepanto-B 0043 оз 
Marcopper = - 

Phios A 00975 26 =- 
PLOT зэ 50 31 

Рм Overseas. - к 
ProneerB - — - 
Poko B 000! - 

San Miguel- B - 
WMinokco-B -—- - - 
SINGAPORE 
Fraser's Industrial Index 
9 Apr. 4,552.36 

10 Apr. 
11 Apr. — “4,514.31 


12 Арг. __ — = 948100 


15 Apr, ےک ی‎ -444238 OM Hoiding 


Change on week — 1 1 265% 
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Bourse The Hongkong and Shangha: Banking Corp. for banknote selling rates and 
oficial rates when avatabtr on the Hongkong market. Бенде for spat and 
Howard rates from focal and imnemational markets. 
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Buying and selling rates where available (15 Apr.) 
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A patte tion device In just 26 years, Hitachi has sprung to the 
millions rcuits on forefront of circuit technology. From the 
wafer — one of many automat production of simple transistors for pocket 


checking procedures Hitact 
to ensure absolute quality for 
every micr 


S radios, to the development of integrated cir 
cuits for data processing, to very large-scale 
integrati | tor Super-computers 
we've been providing the know-how and 
products that mark the Electronics Age 


ochip produced 






We taught a rock to remember 





Today, the results of Hitachi research are 

in use all around you. Microchip memory 
devices that store over a million bits of rapidly 
accessible information on a single 1/2 cm 
slice of silicon, one of Earth's most abundant 









minerals. Tiny microcomputers that can 
control the operation of lifts, locomotives 
and power-generating equipment. Micro 
circuitry found in key-type telephone: 
high-speed printers, display terminals and 





other electronic office equipment, too 
In fact, we are constantly coming up 
with innovations and new applications 


WE BELIEVE MICROCHIPS ARE THE BUI 


Hitachi, Ltd., Semiconductor & IC Div.. New Marunouct 
Hitachi Electronic Components (Asia) Ltd., Unit 51 











Even better is yet to come 








Ir r [ 
nr rs and 
nan r KE 
portati te 
T. r nt B 
tor tne seives 
We'd lik 
J entil 
er n 1 
ele ae 
efficiency. f 
aoal c 





Ж @ HITACHI 








The Review Focuses on 





The Choice of Authority ^ 


Australia 


As Australia moves closer every year into a relationship with its 
Asian neighbours, the Review is turning its attention more closely 
on this fascinating country. 


Last year a full editorial bureau was established in Sydney and 
in May the full strength of the Review’s highly skilled staff writers 
plus contributors will turn its attention on Australia. 


The Focus will re-examine the record of the Hawke 
government and will study sector by sector the economic picture: 
resources, agriculture, banking and tourism. 


The Focus will also study Australia’s place in the Anzus alliance 
and pay particular attention to the news that 16 foreign banks 
have now been granted licenses to operate Down Under. 


As the World’s premier publication on Asian affairs, the 
` Review is considered an essential part of the business day for over 
200,000 senior executives in banking, industry, government and 
the professions and no other publication has a greater command 
of their attention. 


In a Focus issue, this is even more true. 


An advertisement in the FAR 
EASTERN ECONOMIC REVIEW 
continues to be the most cost 


effective means of reaching Asia’s TÉ Finance S 


decision makers. If your company is 
not already advertising with us, why 
not start by taking the excellent 
opportunity of an advertisement in 
the Review's Focus on Australia by 
contacting: 


Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review Ltd 
G P O Box 160 

Hong Kong 








The Telephone That 
Comes with a Message 


National's С X-1232 telephone system 
has a very important message for you and your 
employees: "Save money.” Among its other 
virtues, the GX-1232 comes with an LCD dis- 
play that tells you clearly and precisely the time 
a conversation is taking. It's really all most 
people need to make them more cost-conscious 
about using the telephone. The display will also 
show the number being dialled and, when the 
phone is not in use, the time of day. 

The GX-1232 is a 12 COL (Central Office 
Line) system capable of routing calls directly 
to up to 32 different phones. On each phone, 
dual-colour LEDs light green for the line you're 


à 


ЕХРО? Na 


A _EiNation | 


and Technics are the brandnames 


using, red for other lines in use. A progr 
mable memory allows two-digit dialling 
an optional direct-station selector conne 
with internal extensions at the touch of 
button. You don’t even have to lift the ha 
set to make a call—even three-party con 
ference calls. 

Besides the G X-1232, National off 
range of telephone sys- 
tems to suit any-sized 
company. We could 
go on and on, but we 
think by now you've j 
got the message. 1 
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WESTIN HOTELS ASIA 
THE WESTIN PLAZA 
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IN SINGAPORE . 


Opening February, 1986 


Westin Hotels proudly 
returns to Singapore — 
with the new Westin 
Plaza in Raffles City. 
Right in the heart of the 
business centre. With 796 
world«lass rooms and 
suites. The finest 
international cuisines. 
Plus all the amenities 
one expects from a 
Westin Hotel. 


= The Westin Plaza — the 


Spirit of Singapore. 


WESTIN HOTELS 


‘ek 


Call your travel agent or the Westin Hotel 
in your city or telex RCHTLS RS 22206 





WESTIN HOTELS ASIA 


PHILIPPINE PLAZA 
MAN 


ILA 


The Philippine Plaza. On 
historic Manila Bay right 
in the heart of the city. 
Sprawling acres of 
tropical parkland. 700 
world class guestrooms 
offering breathtaking 
views of one of the 
world’s greatest sunsets. 9 
dining and entertainment 
outlets. Extensive 
recreational facilities 
including Asia’s most 
spectacular pool. 


WESTIN HOTELS 
Philippine Plaza 
Call your travel agent or the Westin Horel 
in your city or telex 40443 FIL PLAZA 





jæ LETTER FROM IP 


fter a pleasant morning drive 

through the South Korean coun- 
tryside, this river bank has the atmos- 
phere of a film set. Man-made fog has 
reduced visibility to a few metres, and 
somewhere out in front of us a group of 
tired looking GIs are pulling together 
the last touches to a bridge which 
stretches into the fog and over the river 
to connect them with the rest of the 
Orange forces. The occasional troop 
carrier hovers overhead blowing fog 
on our faces and dust into our eyes. 

The Orange forces, we are informed, 
poured across the river in rubber boats 
at first light, and secured their objec- 
tive: fighting off the Blues to secure a 
position in the village of Ipo on the 
other side. Now they need a bridge to 
move their heavy equipment across. 

The engineer who has come in from 
Hawaii to oversee this operation is 
looking satisfied: “According to the 
current scenario, we're supposed to be 
the ones with air superiority, so the 
bridge should be secure,” he says, as a 
dozen GIs labour over tightening the 
ropes and hammering in the stakes on 
this side. However, the Blues, who 
were forced out of their position in the 
village on the other side and over into 
the hills beyond, just might attack any- 
way. “Then we might be forced tc 
make a retrograde crossing [retreat],” 
the engineer suggests in perfect 
militarese. 

Soon the first trucks and tanks are 
lumbering across the new bridge, and 
the morning light is burning off some 
of the fog to reveal the Oranges’ new 
position in Ipo, a typical Korean vil- 
lage on the river bank, which seems 
quite unruffled by its strategic posi- 
tion in this little war. 

Crossing over the new bridge, we ar- 
rive at the Orange headquarters, lo- 
cated on the roof of a shop in the vil- 
lage’s single shopping street. Officers 
many half asleep after this morning’: 
heroics, are sprawled next to pungen! 
fermented beancurd, which is being 
dried in the early spring sun. From 
here we have a better view of the stat« 
of play: below us in the village, GIs arı 
patrolling the streets, two South Ko- 
rean tanks are parked in front; in the 
hills nearby machine guns peer fron 
newly established positions. In th: 
yard next door, a woman is putting ou 
the washing as her dog dozes in its ken 
nel; some old men sitting on the river 
bank are quietly enjoying the spectacl: 
of the traffic pouring across the bridge 


F rom this vantage point, we get а! 
appraisal of the situation from thi 
officer in charge, Lieut-Col Linke, o 
the 27th Infantry Division, a sharp 
eyed, fast-talking man, who brings ou 
a map to explain the latest state o 
play, intermittently returning to con 
tinuing conversations over the radio 
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According to Linke, the entire Team 
Spirit '85 exercise, of which we are see- 
ing one small part, is deliberately ar- 
ranged not to appear to be a practice 
war against North Korea. 

The scenario for the exercise is as 
follows: “a force” has crossed an inter- 
national border, and is advancing in a 
westerly direction from the east coast 
of the country (not north to south); this 
year the aggressors are wearing orange 
ribbons around their helmets. Strictly 
speaking, we are sitting with the bad 
guys — the Oranges invaded, and 





the rest of their army are pounding 
westwards in other parts of the coun- 
try. 

Team Spirit exercises — so-called 
because both US and South Korean 















PAUL ENSOR 





Orange troops: ‘as close to a war 
situation as we can get.’ 


forces are involved — have been held 
annually since 1976 when 46,000 
troops took part. This year there were 
some 199,050 involved in the man- 
oeuvres, with South Korean troops 
outnumbering Americans, by about 
two to one. 

According to one US officer: “There 
is nothing quite like this exercise, this 
is as close to a war situation as we can 
get — here we can really do what we 
want; in exercises in Europe, there are 
endless rules we have to worry about 
not breaking. Pouring through a vil- 
lage like this, for example, would be so 
difficult there.” Talking to the middle 
level officers here one is reminded of 
how much modern warfare is a matter 
3f moving a vast number of disparate 
»arts in one unified direction over dif- 
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WESTIN HOTELS ASIA 


SHANGRI-LA 
IN HONGKONG 


The Shangri-La. Wher 
doing business is a 
pleasure, With the largest 
guestrooms in the city 
Fully equipped E 
Centre and Healt 
24-hour room ser 
Eight fine restaurant: 
and lounges. 
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WESTIN HOTELS ASIA 


AKASAKA PRINCE HOTEL 
IN TOKYO | 


The Akasaka Prince 
Hotel. 40 storeys of 
luxury. 761 rooms with 
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wide, spectacular views 
12 superb restaurants 
and lounges. Over 
meeting and banquet 


facilities. Shopping ar 


entertainment only 
minutes away. The 

wonder of the orient 
with all the 


of home. 


comforts 
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The Mandarin Singapore 





The majestic Mandarin Singapore, with its diverse range of dining, 
entertainment and recreational outlets, is located in the heart of the 
main shopping and tourist district along fashionable Orchard 
Road, next to a cinema and bowling alley. Just 30 minutes’ 

drive by taxi from the airport and 10 minutes’ drive from the 
banking and commercial district and harbour. 

General Facilities 

1200 Rooms • 5 Restaurants • Nightclub e Disco Club 

e 5 Cocktail Lounges • 24-hour Coffeeshop • Shopping Arcade 

e Airline Offices • Bank • Travel Agent and Car Rental Counters 
e Medical Clinic e Hairdressing Salon • 24-hour Room Service 

e Laundry and Valet Service 


Mandarin Recreation & Health Centre 

e Gymnasium * Massage * Steam & Sauna Baths e Hydro-pool 
• Tennis • Squash e Swimming Pool • Golf and Aquatic Sports 
can be arranged 


Conference & Banquet Facilities 

e Pillarless Ballroom (for 1200 persons) • Meeting/ Exhibition/ 
Banquet Rooms (of various sizes) ® Full range of up-to-date Audio- 
visual Equipment € Executive & Secretarial Services 

* Foreign Interpreters and Guide Service 


For reservations, please call your travel agent or: 

* LEADING HOTELS OF THE WORLD 
Hongkong (5) 221-142, Jakarta (21) 321-307, Osaka (06) 453-6501 
Tokyo (03) 585-7510, Manila (2) 857-811, Bangkok (2) 234-9920 
Singapore (65) 737-9955 

* UTELL INTERNATIONAL 
Hongkong (5) 295-591, Tokyo (03) 407-0564, Manila (85) 46-55, 
Singapore 338-3488. 


Cf fond: 


In the tradition of emperors. 


Oper 


333 Orchard Road, Singapore 0923. Telephone: 7374411. Cable: Manrinotel. 
Telex: RS 21528 Manotel. Fax: 7322361. Postal Address: Killiney PO. Box 135, Singapore 9123 
A Member of Mandarin Singapore International 
MSI Regional Sales Offices: New York (212) 838-7874 * Los Angeles (213) 627-0185 
* London (01) 583-5212 e Sydney (02) 276-677 • Tokyo (03) 584-4250 














ficult country, which South Korea's 
rough terrain certainly is. 

The GIs are not quite as thrilled as 
their officers by the exercise. "In 
theory I like it a lot,” says one, examin- 
ing his feet in his position at a 
machinegun enplacement. “It is good 
to see everything coming together, but 
I'll be glad to get back to Hawaii.” Al- 
most all of the soldiers in Ipo this 
morning have come from Hawaii, and 
many are doing their best to be dip- 
lomatic with the press about this 
chilly, foreign country into which they 
have been dropped. 

Of the South Koreans they have a 
number of impressions: “They are fas- 
cinated with some of our faney equip- 
ment," according to one private. 
Another observed: “They always grab 
lots of white bread at chow time — just 
like they'd never seen the stuff before." 
The officers say communications, due 
to language difficulties, create a prob- 
lem in dealing with the “ROKs” as they 
are termed, but the overall impression 
is positive. Says one: "They are are a 
very professional army, and they look 


| at us as a very sophisticated army, 


especially in terms of technology." 
Looking down from the HQ on the two 
very sharp looking South Korean tank 
crews, Linke says: "They are pretty 
fiesty guys." 


andering past the households on 

the edge of town and up into the 
strategically important hill command- 
ing the river and village which was 
captured this morning, we encounter 
the enemy — a blue-ribboned GI. “I 
know they've taken this hill," he says, 
“but I haven't had clear orders about 
where to go next." In the dugouts on 
the hill, the GIs are looking weary. 
"We haven't had a night's sleep in 
days,” sighs one. In charge on the hill is 
a tall, scholarly looking man with 
spectacles and a layer of green battle 
paint on his face — “We lost two dead 
and three wounded taking this hill," he 
says. 

We came at the wrong moment to 
watch a battle, but wondered just how 
a soldier could be "killed" in this sort 
of combat. Everything it seems, is in 
the hands of the *controllers," who de- 
cided this morning that the Orange 
forces would have air superiority, but 
after lunch they might just flip the bal- 
ance to the other side. On the way out 
this morning, we noted some imagi- 
nary bomb craters marked out on the 
road where the controllers had decided 
bombs had dropped. 

So it is with battles — the two sides 
come together, firing a lot of blanks 
and making a lot of noise, and the con- 
trollers decide who has won. No one 
here seems to know how they decide in 
this giant chess game: “The controllers 
control" jokes Linke as he receives the 
news that the battalion will have to 
wait another three hours before it con- 
tinues to advance against the Blues. 

— PAUL ENSOR 
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LETTERS TO THE EDITOR 





For the people — by Peking 


Emily Lau's analysis of Hongkong's 
political jockeying in the lead-up to 
1997 [18 Apr.] is as foreboding as it is 
perceptive. 

If she is right in implying that the 
Finance Committees £2 million 
(US$2.42 million) donation to the 
South Atlantic Fund was a carrot to 
tempt the British Government to do its 
best for Hongkong in the Sino-British 
negotiations on the future of Hong- 
kong, it was only partly successful. The 
stick would have been cheaper and 
might have been just as effective. 

Umelco's [unofficial members of the 
executive and legislative councils] 
failure, over the long years of British 
rule in Hongkong, to confront the colo- 
nial government when it was acting 
against the public consensus has been 
the main weakness in the consultative 
system, and the reason why it has never 
enjoyed the confidence of those it pur- 
ports to represent. 

But those who believe that Umelco's 
successors (the directly or indirectly 
elected members of the new-style 
legislature, proposed under the white 
paper reforms) will be more successful 
in prevailing upon the government of 
the Hongkong Special Administrative 


Region (SAR) after 1997 than Umelco 
has been in prevailing upon the colo- 
nial government before 1997 need their 
heads examined. 

When all top civil servants are ap- 
pointed by Peking; appeals against the 
basic law determined by Peking; a 
strong local communist party directed 
by Peking; continual surveillance of 
local political groups by a beefed-up 
Xinhua newsagency directed by Pe- 
king, and a Hongkong media heavily 
wooed by Peking, who, one must ask, is 
going to stand up and fight for the 
Hongkong community, when Peking 
decides that what Hongkong thinks is 
best for itself is not good for China? 

Having watched, for more than 30 
years, influential Unofficials and pro- 
establishment newspapers pulling 
their punches over the Hongkong Gov- 
ernment's failure to take resolute ac- 
tion on such issues as localisation of 
the public service, manipulation of the 
property market by property develop- 
ers, exploitation of consumers by busi- 
ness interests апа franchised 
monopolies, and regulation of mal- 
practices in the share market and 
banking, to give but a few examples, | 
no longer believe that the current 
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"At The Regent of Kuala Lumpur, 


the pleasures are many. 
One is the 
pleasure of being 
remembered." 
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Guests of The Regent 
return for the 
traditional warmth of 
our Malaysian greeting. 
For excellent service 
and superior cuisine, 
And perhaps too, 

for the simplest of 
pleasures. That of being 
remembered. 


thé 


С RCE CH 


KUALA LUMPUR 


A REGENT * INTERNATIONAL HOTEL 


MELBOURNE. NEW YORK SYDNEY WASHINGTON 0х 


KUALA LUMPUR 425588, TELEX 30486; HONG KONG 3-663361; SINGAPORE 7373555; 
TOKYO 03-211-4541 OR SEE YOUR TRAVEL PLANNER. 











flurry of political concern in Hong- 
kong will throw up a new breed of self- 
less political leaders prepared to risk 
their necks for the people of Hong- 
kong. 

In my view, Hongkong's best hope of 
ensuring that what it has been prom- 
ised by the Peking government — non- 
interference in its internal affairs after 
1997 — is at least partially honoured, is 
to strengthen the ability of the general 
public to check that the government of 
the Hongkong SAR is at all times act- 
ing in their best interests. This can only 
be done by introducing into the system 
of government, before 1997, the safe- 
guards of more open government and 
institutional devices that ensure the 
public accountability of those in 
power. 

From time to time under British col- 
onial rule in Hongkong, the pressure of 
public opinion has been very success- 
ful in preventing the government from 
imposing upon the community deci- 
sions that were widely unpopular. 
Anything that can be done to facilitate 
that restraining process should be en- 
couraged 

The techniques needed to achieve 
this are well known and well tried. But 
their introduction in Hongkong re- 
quires the consent of an "establish- 
ment" that has long governed in pri- 
vate, and is both complacent about its 
past achievements and deeply dis- 
trustful of the public and the media. 

Unless there is an acceptance by 
those who now rule Hongkong of the 
urgent need to open up the government 
process to public view, to submit the 
exercise of power to public surveil- 
lance, and to provide the public and 
the media with the information on 
which government policies and deci- 
sions are made, as a matter of right, 
progress towards open government 
will continue to be too slow. 

I am sorry to say that I see no evi- 
dence that the Hongkong Government 
and its unofficial advisers are ready to 
give that consent. 


Hongkong JOHN WALDEN 


No free lunch 


Australian Prime Minister Bob Hawke 
apparently agrees with the groups of 
Australians who feel that foreigners 
are mainly responsible for depriving 
young Australians of their right to 
higher education [Freeze on foreigners, 
4 Арг.]. In this "International Year of 
Youth," it is a laudable step no doubt, 
particularly as far as young Austra- 
lians are concerned. But is Hawke not 
depriving the paying foreigners of a 
chance to avail themselves of special- 
ised education? 

This gives rise to another question. Is 
the free education given by the Austra- 
lian Government really appreciated? 
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Prof. S. S. DHARMATTI 


Property profits 

Iam responding to certain points made 
in your story Building for a boom that 
did not come [14 Mar: enc 

Over the past eight months there has 
been much controversy on the outlook 
for residential property market prices 
in Singapore. Everyone seemed to have 
his own opinion on whether prices 
would go up.or down. But these had 
been formed from press reports which 
were often based on insufficient infor- 
mation. WAIC B 
"Thus, Ng Teng Fong and myself, rep- 
resenting two of the biggest property 
developers in Singa spoke to.the 
press to clarify.and provide certain in- 
formation which had not. been made 
available to them. "^ 
. The press had been reporting that 
there would be more than 27,000 resi- 
dential units available for sale, and 
that there was such a substantial over- 
supply that prices could be further 

: éroded. 

Based on my own observations and 
evaluation, I did not believe that 
27,000-odd units was the correct fig- 
ure. As a result of discussions held, 
many developers agreed that not more 
than 8,000 units would be available for 
the next few years. However, this fig- 
ure was an estimate in the absence of 
any detailed official statistics. 

On 6 February, the Ministry of Na- 
tional Development issued a press re- 
lease.stating that some 26,768 private 
housing units were expected to come 
into the market by December 1989, if 









all the approved units were completed | 
;as planned. But of these, only 15,639 | 


were licensed for sale. Units not 
lieensed for sale, according to the 
ministry’s statement, were more likely 
to be delayed or even suspended. 
Developers welcomed the new for- 
mat of the statistics as it was more 
meaningful. Apart from being more 
detailed, these statistics were more ac- 


curate as they were based on the minis- | 


try’s record of official returns of sales 
and on units licensed for sale. 

The ministry survey did not include 
properties planned for renting or those 
for resale or subsequent renting out, or 
for parcels of four units or less. You 


wrote that Ng and I "conveniently ig- | 


nored such fine detail." 

: Parcels of four units or less cannot be 
considered significant enough to have 
an impact on the market because these 
units are built mainly for owner-oc- 
cupied purposes. This was considered 
‘to be the situation and was introduced 
: into the Housing Developers’ Act of 
























| QUosce tail) p 
private housing would mean 
ment of S$100,000. It is ce 
sense to assume that, given the cutre 
property market, not many would 
seriously interested in speculatic 
way of resale. : 
You also referred to the formation 
a consortium "to buy up significa 
parcels of choice property at... ba 
gain prices.” You claimed that this 
consortium would need as much gè 














ket was not. taken into account 
sidering the supply as this is negligible | 
when comipared to the entirely new | 
units. For this reason, the demand in | 
the secondary market was also not | 
taken into account. | 

| 













Speculation in the private housing | 
market is also considered negligible 
since the standard agreement on sale 
and purchase requires that, on signing 





















The East-West Center is an educational institution established in Hawaii by the United States Congress in 1980... 
“to promote better relations between the United States and the nations of Asia and the Pacific through cooperative 
Study, training and research.” Each year, scholars, government and business leaders and graduate students from < 
the Asia/Pacific region join the Center's international staff in examining major issues in the region related to popu- 
lation, natural resources, the environment, and culture and communication. 


Applications and nominations are being accepted for two research associate positions in the Institute of Cullure ^ 
, ала Communication. Five interrelated program areas constitute the institute's work: the arts, development cam 
“munication, humanities, media and international relations, and social relations, Staff research associates lead ne 
.. Work of these five program groups with visiting participants contributing to and learning from the groups during t 
© Stay at the Center. Each program group is a multi-national, multidisciplinary team working together on probiert- 
** oriented, cooperative research, education, and training activities. 


dia & international Relations Group: 
апу to the Media and International Relations program group; participates in al deastone olhei 
designs, and conducts cooperative research in media (including film) and intern 
ioríal historical and contemporary knowledge. Applies theories of culture and commun 
vi velops edt and training activities that optimize the sharing and utility of knowledge gained. Coordi 
' Seminar for Chinese Journalists and the Jefferson Fellows program. 


|. Required Qualifications: A Ph.D. in modern Asian-Pacific history, area studies relevant to the Center, or à fe 

~ lated discipline. Demonstrated expertise in the field of media (including film) and international relations. Demons 

(strated research experience in and knowledge of the Asia/Pacific region. Demoristrated evidence of ability to 
'complish the responsibilities of the position. Evidence of ability in the cooperative discovery of knowledge, the ' 

cooperative design and development of applications of knowledge, and the cooperative design and implementa- 

"tion of activities similar to those of the institute. 

` Preferred Qualifications: Fluency in an Asian/Pacific language; Extended experienge in a cross-cultural envi- 
ronment: 2 B 


© Salary: $26,381 to $28,139 per year plus a cost-of-living allowance currently at 225% {subject to change) 


POSITION В. The Arts Group: 
, Makes major contributions to the Arts program group and at leastone other program group. Plans, designs, and 
` conducts cooperative research in the Arts program using regional historical and contemporary knowledge and ap- 
plying principles and theories of culture and communication. Plans and oversees the mounting of artistic and cul 
tural exhibits related to EWC programs. Designs.and develops educational and training activities and materials 
; that optimize the sharing and utility of knowledge gained. 


Required Qualifications: A Ph.D. in history, philosophy, religion or a related discipline with an emphasis on con- 
temporary arts and culture of the Asia/Pacific region. At least four years related experience in research or teaching 
beyond the Ph.D. Demonstrated ability to mount artistic and cultural exhibits. Demonstrated evidence of ability to 
accomplish the responsibilities of the position. Evidence of ability in the cooperative discovery of knowledge, the 
cooperative design and development of applications of knowledge, and the cooperative design and implementa © 
tion of activities similar to those of the institute, 


Preferred Qualifications: Fluency in an Asian/Pacific language. Extended experience in a cross-cultural envi- 
ronment. 


Salary: $31,619 to $33,727 per year plus a cost-of-living allowance currently at 22.5% (subject to change). 


POSITIONS A AND B: | 

Take responsibility for integrating à number of visiting, multi-national fellows, research interns, professional йа» 
sociates, joint doctoral research interns and graduate students into-the work of their respective program groups: 
assist with identification and acquisition of extemal funding: provide research advice related to institute programs 
to graduate students simultaneously pursuing degrees at the University of Hawaii; are three- to five-year limited 
appointments. 


Send resume with cover letter detailing the relevance of your qualifications and background to the position. С 
sought and names and addresses of three professional references. Applications must be postmarked by June 10, 
1985. Send to: Rebecca Dixon, Personnel Officer; Dept. 655, East-West Center, 1777 East-West Road, HORE: 
Hi 96848. | 
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up at least 2,000 units. The average de- 
veloper would have only 50-100 units 
for sale, and many have less than 50 
left unsold. All it would have taken is 
$$250 million for 500 units, and not 
581 billion as you have stated. 

I believe that the residential prop- 
erty market in Singaporehas bottomed 






: unity: 
ity study, several "smaller Aes 
'ere approached but it appeared that 
noone was prepared to sell: an indica- 
on.of these developers’ confidénce.in 
the market. The consortium idea was 
soon abandotied. ; . 





















RESEARCH APPOINTMENTS 


Applications are invited for appointment to posts of 


SENIOR FELLOW 
FELLOW 
RESEARCH ASSOCIATE 


| candidates who have at least. a good Master's degree in the field of 
Development Economics or Politics or International 1 Relations, with reference 
to Southeast Asia. 


Salary will be in the range: $$1,700 — $$6,050 a month. The qualifications and 
experience of the successful candidates will determine their status and salary. 


Leave, medical and superannuation benefits are available, Iso 
‘ofthe Central Provident Fund Scheme, " ee 


“The successful candidates will be provided with economy- class i air- Jare by the 
“most direct route from place of recruitment to Singapore. : 


' For further particulars please write to: 
The Executive Secreta 
Institute of Southeast Asian Studies 
Heng Mui Keng Terrace , Singapore 0511 
Republic of Singapore _ 
Tel. No. 7780955, Telex: RS 37068/ISEAS ` 


























ASIAN MASS COMMUNICATION ^ i 


am 
la» RESEARCH & INFORMATION CENTRE 


di 


Applications are invited for : 

















2 RESEARCH FELLOWSHIPS 






FOCUS: OF RESEARCH : The focus should be on mass communications in 
Asia, preferably one of the following topics: 







* Development Communication 
* Trends in Mass Communication 
* New Communication Technologies. 









PROPOSALS 
come and the working hypothesis. 
details. 


DURATION : A period of up to 6 months with AMIC in Singapore. 


STIPEND : The living allowance will be $$2,500 to 3,000 per month for a Senior 
Research Fellow and $$1,500 to 2,000 per month for a Research Fellow, de 
pending on qualifications and experience. 


OTHER ASSISTANCE : Office and research facilities, secretarial services and 
assistance towards: local travel. 


Proposals must explain the theoretical basis, the expected out- 
The work plan GC PANEM full time/cost 





















Applications giving “full personal and project details sh be sent within 3 
weeks to : : The Secretary-General, Asian Mass Communication Research and 
information Centre, 39 Newton Road, Singapore 11 
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| In the pits 

























property. 

And. th 
vate housin 
CPF for 1983 show that there are aps; 
proximately 108,000 people with morej 
than $$50,000 in their CPF accounts, | 
which adds.up to more than-S$9 bil- 
lion. Based-on an average of S$500, 000; 
a unit, this means that there isa poten-, 
tial demand for 8,000 private 
housing units. LENG BENG, 
hy lanaging Director 
evelopments Ltdi 

















Singapore 


TRAVELLER'S TALES often contains, 
some humorous and interesting items. | | 
They are usually boat Asia. However, 
of late Derek Dàvies/hás insisted on! 
| using this сой 46 pour out his: 
spleen against. the. British miners’! 
leader, Arthur Scargill. Try as I might; 
I cannot find South Yorkshire, Kent or! 
Durham on the maps I have of Asia. 
| Nor can I find any justification for the! 
inclusion of thé British coal dispute'in: 
a magazine of Asia affairs. It r never 
had an Asian dimensiofi:z: 4 
However, since Davies insists on 1 this 





t‏ ا 


extremely one 
does the BAIE | T fabl 
е peddles the 


ment press in Brita: 
line that the miners weré'the mute, un- 
willing victims of Scargill’s е 
ity and ambitions — putty án 3 
hands. 
Anyone who spokedertiners whowere 












| still willingly on strike in February;as 


I did in centres as far apart as Man- 
chester and Hertfordshire, would know 
that to be pure twaddle, Of course, ; 
Prime Minister Margaret Thatcher ahd. 
her government never 
dispute was about Sc | | 
| from the moment they appointed fan 
McGregor. They were playing for. rA 
higher stakes — the destruction of, 
last combative section ‘of the Brit h 
labour movement: Well, they have a 
| and no.doubt Davies-among othe 
more than pleased. It makes the jó iot 
screwing profits:.out of the British 
workforce that much easier: Hx 
Why don't you stick tó' What you are 
good at, reporting Asian affairs and 
occasionally writing some very тш пу 
material on your TRAVELLER'S TALES 
page? Leave the rest alone.; . ie 
Perlis, Malaysia. у ‘DAVID JARDINE 
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CORRECTION 


| Due to a production’ error, in Pol 

| money [Review, 18 Aprj, Datuk' Harris Sal- 

leh was de d as Sabah chief minister 

arid president ofthe Berjaya рату, but was 

also described as Usno {United Sabah Na- 
h , E 















been to" 
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> But Hanoi’s 











the number 






“Page 10 
Тһе Malaysian state of Sabah gets 
„a new chief minister after a day of 













Harris Salleh. 


Page 12 

“China is in the spotlight again as 
the Third World celebrates the 
‚ 80th anniversary of the Bandung 
„Conference. 


Раде 17 
Tension grows between In- 
'donesia and the rest of Asean over 
Vietnam. 


Page 18 
The trade dispute with the United 
States becomes a political football 
within Japan's ruling Liberal 
Democratic Party. 
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America's legacy: once bitten, 
twice shy .. 








On 30 April 1975, North Viet- 
namese tanks (pictured on the 
cover) crashed through the 
gates of the presidential palace 
in Saigon, marking the final 
communist victory in Vietnam. 


phoria was short-lived. The 
divided nation's economy had © 
been shattered, 
casualties had sharply reduced 


The task of rebuilding was made more dif-. 
“ficult by neighbours’ — and United States — hostil- 
‚ ity, and the 10 years since 1975 have seen Vietnam 





«turmoil following the fall of Datuk | 


No. 17 





garrisons. But the war also 
victorious eù- | traumatised the US, aA 
about much soul-see | 


and: war ir 
dent Paul: 





of competent. 








Page 20 


sink deeper into isolationism ` 
and dependence on Moscow. 
Nor has peace come, with Viet- 
nam now fighting guerillas. in- 
Cambodia and China's border 











Taiwan's rush to judgment follow- 
ing the murder of writer Henry Liu 


damage caused. 
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reforms comes to light. 


Page 48 


forms, including liberalisation 


with China. 
Page 50 





| to achieve economic reforms. 


foreign investment ‹ and vare ties 


may nöt be enough to undo the 


Cadres grow fat on banquets and 
bribes as the dark side of China's 


Malaysia is about to consider a 
series of sweeping economic re- 


of 






Developed and developing coun- 
tries seem unable to agree on how 





































. Indoch a correspo 


On dete and ‘Washington bure 
chief Nayan Chanda ‘report, whi x 
Davies comments on why the ۷ | 
the celebrations in Ho Chi Minh City. Pages 30:40. 
Cover photograph by Nayan Chanda: 











56 
The much-heralded new currence 
for China's Shenzhen Special Eco- 
nomic Zone still has some way to 


go. 
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The battle lines are being drawn ш 
as various pressure groups pus 
their views on the future of th 
Multi-Fibre Arrangement. 
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with puzzling results for foreign in- 
'vestors. i 
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budget deficit to prop up the slid- - 
i ing dollar. 
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| with the NKDP and the DJP. 
+The KNP is likely to become a 









Philippine opposition 

in new unity move 

Opposition . parties in the 

Philippines took another step 
wards forging a united front 

о with an announce- 

ey will field only 




























































-presidential/vice-presi- . 


ins be called; 
National . Unification 


their separate proposed sys- 
ems for choosing a presiden- 
tiat- candidate should emer- 
су elections be called. 

МОС chairwoman Cecelia 
Munoz Palma, a former Sup- 
me. Court justice, and CG 
airman Corazon Aquino, 
widow of assassinated opposi- 
ion leader Benigno Aquino, 
so announced that a com- 
mittee.had been formed to de- 
velop a common political plat- 
torm. However, neither group 
as willing to say how a single 
indidate would be chosen, 
nor how differences in ideol- 
ogy — particularly over Unit- 
ed States bases in the Philip- 
pines and legalisation, of the 


Communist | Party cof the 
hilippines — would betackl- 
Я — GUY SACERDOTI 


Seoul parliament 


opening delayed 

The opening of the new South 
Korean National Assembly 
has been put back from April 
to May, with the ruling Demo- 
jc. Justice Party: (DJP) re- 
ng. opposition-party de- 
mands for the release of jailed 
dissidents and the political 
reinstatement of opposition 

leader Kim Dae Jung. 

UU The New Korea Democratie 
Party (NKDP), which now has 
102 seats in the 276-member 


fections from more moderate 
Opposition parties, says these 
wo issues must be resolved if 
the. single-chamber  parlia- | 
ent is to operate smoothly. | 


y 
Meanwhile, the Korea Na- 
tional Party (KNP), made up: 
of supporters of the late presi- 










drawn to its ranks the three- 
new MPs it needed to register 
itself as a third "negotiating: 
group" in the assembly, along | 


8 


to discuss ways of бы) 


assembly through massive de- 


dent Park Chung Hee, has. 





thin’. buffer between the 
NKDP and the DJP inthenew, 
nearly bipolar assembly. 

~~ SHIM JAE HOON 


Sihanouk in new 
resignation threat 


Prince Norodom Sihanouk’s 


Khmer Rouge leader, Khieu 
Samphan, in which he sought 
resignation — pleading health 
reasons — as president of the 
anti-Vietnamese Democratic 
Kampuchea coalition, was a 
s| protest against China's refusal 
to provide military assistance 
| to combat Vietnam's attacks 
on his camps in March, dip- 
lomats in Peking said. The 
letter, copies of which were 
sent to the Chinese and Asean 
representatives in Peking, 
is the second of its kind from 
Sihanouk since 1983. 

Western sources suggest 
‘that Peking tried to dissuade 
| Sihanouk from resigning by 
sending Qian Liren, head of 
the Chinese Communist Party 
Central Committee's interna- 
tional liaison department, to 
Pyongyang to talk to him. 
Qian left for Pyongyang on 19 
April, ostensibly on an invita- 
tion from North Korean leader 
Kim Il Sung. ~~ MARY LEE 


MCA dispute goes 
to court again 





filed by both warring factions 
of the Malaysian Chinese As- 
sociation (MCA), now going 
through a replay of the in- 
fighting that paralysed the 
party during 1984. The peren- 
níal issue — allegedly doc- 
tored membership lists which 
can make or break the out- 
come of the party's regional 
and national assemblies elec- 
tions — has now led to court 
injunctions. 

One of the suits restrains 
acting MCA president Datuk 
Neo Yee Pan from expelling or 
suspending members already 
rehabilitated during the 
short-lived party —"settle- 
ment” signed on 30 January. 

Another had barred former 





Swan's supporters from hold- 
-Jing ап extraordinary general 
meeting of the party, but that 
was lifted on 22 April, allow- 

ingit to go ahead as scheduled 

on 12. May. More than 1,600 
MCA: delegates had petitioned 
for the meeting. However, the 
‘party is still restrained from 
d n party elections. 


——— P Ó 


— JAMES CLAD- 





18 April letter to the titular | 


A series of lawsuits. has been E 


MCA vice-president Tan Koon. 


| 





| 
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Malaysian tin price 
through the floor 

The price of tin in Kuala Lum- 
pur has been allowed to fall 
below the International Tin 
Agreement's "floor" price of 


M$29.15 (US$12) a kg — the | 


first time the price has been 


ү allowed to go below the floor 


during the current period of 
the agreement. On 24 April it 
reached a seven-year low of 


M$28.48. According to Pieter’ 


de Koning, the International 


i Tin Council (ITC) buffer stock 


manager based in London, the 
breàch of the floor has been al- 
lowed by the ITC in response 
to. his own request for greater 
flexibility. 

De Koning told the REVIEW 
that the flexibility was needed 
because the Malaysian dollar 
had been strong in recent 
years. This meant that in 
terms of many other curren- 
cies the tin price had risen. Al- 
though this is the first time the 
price of tin has fallen below 
M$29.15 in the restricted mar- 
ket in Kuala Lumpur, the 
price in London (where the 
buffer stock manager has no 
floor to defend) has been 
below that level for most of the 
past three years. 

— JAMES BARTHOLOMEW 


United —Pan Am deal 

hits bilateral pacts 

An intensified struggle be- 
tween United States and Ja- 
panese negotiators over land- 
ing rights for both countries' 
airlines is expected as a result 
of a proposed deal between 
two US-based airlines. The 
deal, which requires US Gov- 
ernment approval and may re- 


quire adjustment or renegoti- 


ation of many bilateral air ser- 
vice agreements, would in- 
volve United Airlines pay- 
ing US$750 million for the 
rights of Pan American World 
Airways to 10 Pacific des- 
tinations; 18 aircraft (in- 
cluding 11 Boeing 747s), spare 
parts and property. 

— MICHAEL WESTLAKE 


Former Cathay Plastics 


chairman jailed again 


A Taipei court has convicted 
Tsai Chen-chou, former chair- 
man of Tenth Credit Coopera- 


‘tive and Cathay Plastics, of 
‘passing bad cheques totalling 


more than NT$400 million 
(US$10 million): The 39-year- 


old businessman and member | 
of the legislature was sen- | d 


tenced on 23 April to 15 years 















hit the Cathay 
bruary. Tsai had 










15 years inthe first of six sepa- 
rate: cases i: involving bad 


‘cheques: Не! а1зо faces fraud 
| and ,.forgery charges arising 


from „allegedly illegal loans 
from Tenth Credit to Cathay 





Plastic other Tsai family 
lig Under Taiwan 
law, 20 years is the maximum 


period that can be served if a 
sentence 18:16855 than life im- 
prisónment; .. ~~ CARL GOLDSTEIN 


Massive devaluation 
of Vietnam's dong 
The, Vietnamese dong has 
been, devalued from Dong 
11.7:US$1 to a more realistic 
Dong 100:US$1, Deputy Pre- 
mier Tran Phuong told a press 
conference recently. In fact, 
Tran Phuong explained, the 
new rate had been in effect for 
official.transactions for two 
years, but had. not until now 
been made public. The new 
rate isstill farfrom the black- 
market exchange rate, which 
currently fluctuates ‘around 
Dong 350-400:US$1 (page 30). 
Tran Phuong, опе of the 
government's few trained 
economists, ascribed the delay 
in. announcing the rate, to 
bureaucracy. One stimulus for 
the announcement, howeyer, 
may have been the annual visit 
of an International Monetary 
Fund team in:mid-March. The. 
IMF has long been critical of 
the multiple ex¢hange rates in 
operation in Vietnam. 
— PAUL QUINN-JUDGE 








million) zinc smelter — a joint 
venture of the Thai Govérn- 
ment and Thai and Belgian 
private interests — in north- 
ern Thailand was. Officially 
opened by Belgian Prime 
Minister Wilfried Martens and 
his. Thai counterpart Prem 
Tinsulanond on 24 April. : 
The first such smelter in this 
region and already dubbed.a 
successful project, it started 
operating in November 1984, 
one year ahead. of schedule. 
Although stilon a trial run, it 
is-operating at near capacity, 


| turning out about 145 tonnes 


of zinc ingots daily, mostly for 








Hu Gili, the man 
tipped by many 
China-watchers 
t as a likely 
“successor to 
, Chinese 
Communist 
; Party General 
Secretary Hu Yaobang, has 
impressed observers uring their 
. tour of Australasia ‘and the South 
` Pacific with the way he has 
‚ conducted himself — with all the 
self-confidence of someone 
‚ destined for higher office. In a 
“speech i in fluent. English to the 
: business community in Sydney 
^on 17 April, and in frequent 
private discussions, he has 
revealed hims uh bbe urbane, 
, very knowledgeable and by no 
means oversh towed by his 
- better-known namesake, fuelling 
_ speculation that in the expected 
„realignment of the top party 
hierarchy in September, he is 
‘likely to be lifted from his present 
position as head of the party 
"central committee's secretariat 
‘to politburo: membership. 


ARMS AND THE BAN 


United States Under-Secretary 
of Defence for Policy Fred Ikle is 
about to become the first senior 


More than 100 people were arrested as 
‘protests intensified over new anti-strike 
laws in Queensland (17 Apr.). 
BANGLADESH 
At least 50 people were injured in bomb 
attacks across the country as candidates 
filed nomination papers for controversial 
rural elections (23 Apr.). 


CHINA 

There appeared to be no major break- 
through at the end of the sixth round of 
the Sino-Soviet normalisation talks, it 
was reported (18 Apr.). Twenty-two peo- 
ple died and more than 300 were injured in 
a severe earthquake in Yunnan province, 
provincial authorities said (20 Apr.) 
China announced that veteran politician 
Han Xu would be the next ambassador to 
the United States (21 Apr.). 


INDIA 

»Two gunmen believed to be Sikhs shot 
one man dead and critically wounded 
another, it was reported. Prime Minister 
Rajiv Gandhi released a detained Sikh 
leader, G. S. Tohra (19 Apr.). Police and 
z amilitary forces raided suspected 

ideouts of Sikh militants in Amritsar (21 


American defence official to visit 
India in many years. He is 
expected to discuss the 
possibility of signing 
memorandum of understanding 
on military sales to India. In the 
past, attempts to sell US weapons 


systems have failed because of a - 


legal provision that allows the 
US to stop delivery at any time. 
But administration sources 
believe that if this provision is 
written into the umbrella 
memorandum, it need not be 
included in specific agreements, 
thus removing one hurdle. 


MIDWAY REJECTED 

The Pentagon initially proposed 
to Peking that the first port call 
to China since 1949 be made by 
an aircraft carrier battlegroup — 
normally composed of up to 10 
warships — in order to give 
Peking an idea of a wide range of 
navalship design which would be 
made available to the People's 
Liberation Army through 
cooperation with the US Navy. 
Preliminary agreement was 
reached for a visit sometime in 
April to Qingdao, home port of 
the Chinesenavy's northern fleet, 
the only port capable of handling 
an aircraft carrier. Peking, 
however, turned down the 


Apr.). The army took over in Ahmedabad 
after continuing violence (22 Apr.) At 
least 15 people were killed and 80 
wounded in fighting in Ahmedabad, it 
was reported (23 Apr.). 


INDONESIA 

The alleged mastermind of bomb explo- 
sions which rocked Jakarta last October 
appeared in court for the first time. 
Chinese Foreign Minister Wu Xueqian ar- 
rived to attend the 30th anniversary of the 
Bandung conference (22 Apr.). 


MALAYSIA 

Datuk Harris Salleh, chief minister of 
Sabah, was defeated in state elections (21 
Apr.). Tun Mustapha Harun of the United 
Sabah National Organisation was sworn 
in as chief minister at first, but after inter- 
vention from Kuala Lumpur, Datuk 
Joseph Pairin Kitingan of the Parti Ber- 
satu Sabah was given the post (22 Apr.). 


NEW ZEALAND 

Chinese Communist Party General Sec- 
retary Hu Yaobang arrived on an official 
visit. Prime Minister David Lange said he 
was outraged at the New Zealand Rugby 
Union's decision to send a team to South 
Africa (18 Apr.). 





aircraft carrier Midway, 
apparently to increase its 
leverage in arms negotiations, 
and Washington has downgraded 
the visit to Spruance class 
destroyers, visiting Shanghai. 


IRIAN HOSTAGE DRAMA 
Free Papua Movement (OPM) 
guerillas held a Shell Oil survey | 
helicopter and its three-man crew | 
— two Dutch nationals and one _ 
Indonesian — overnight for a 
ransom of about US$8,000 cash, 
lus food, medical supplies and 
lankets. The incident occurred _ 
at a newly opened jungle helipad 
in Shell's Podena Block contract 
area of Irian Jaya. The 1984 
Podena contract had been 
delayed by the company’s 
requirement of security 
guarantees from Indonesian 
authorities. Shots were fired into 
the cab of the grounded BK105 
helicopter by some of the 
estimated 30 guerillas, whose 
armament included automatic 
weapons, but none of the three 
hostages was hurt. Another Shell 
helicopter delivered the ransom 
the following morning and both 
aircraft were freed, along with 
the hostages, who were 
reportedly well-treated in their 
overnight captivity. 


PAKISTAN 

The death toll in unrest in Karachi fol- 
lowing a fatal traffic accident reached 40, 
it was reported (19 Apr.) 


PHILIPPINES 
Chinese Foreign Minister Wu Xueqian 
arrived on an official visit (19 Apr.) 


SRI LANKA 

Twenty-one suspected Tamil separa- 
tists were killed and five captured. 
when the navy intercepted a boat in the 
Palk Straits, official sources said (18 
Apr.). A landmine killed four soldiers and 
24 suspected Tamil separatists in a lorry, 
security forces said (21 Арт). Muslims set 
fire to at least 60 Tamil homes in renewed 
sectarian violence in Eastern Province. of- 
ficials said (23 Apr). 


TAIWAN 

Taiwan rejected a call by the United 
States House of Representatives for the 
extradition of two leaders of the Bamboo 
Union Gang convicted of killing Chinese- 
American author Henry Liu in California 
(17 Apr.). Former military intelligence chief 
Wong Hsi-ling was sentenced to life im- 
prisonment for his part in Liu's murder 
(19 Apr.). 








Harris Salleh loses a bid to snatch victory from Chief Minister Kitingan 


A failed coup in Sabah 


By Suhaini Aznam in Kota Kinabalu 


he fortnight-long campaign in 
d the East Malaysian state of Sabah 
had been fierce. Acrimony and 
campaign dollars had flowed in equal 
abundance in the run-up to the state 
elections on 20-21 April. And in the 
end the ruling party, Parti Bersatu 
Rakyat Jelata Sabah (Berjaya) was 
loppled — with its chief minister, 
Datuk Harris Salleh, and all his state 
ministers losing their assembly seats, 
and the less than two months old Parti 
Bersatu Sabah (PBS) taking power. 

To add to the drama, ultimate vic- 
tory was almost snatched back from 
the obvious victors in a pre-dawn 
lightning coup attempt. Before PBS 
president Datuk Joseph Pairin Kitin- 
gan could besworn in as chief minister, 
the leaders of the two vanquished rival 
parties — Harris himself and his pre- 
decessor and former rival Tun Mus- 
tapha Harun of the United Sabah Na- 
tional Organisation (Usno) — forged 
an unlikely pact and persuaded 
Sabah's state governor, Tun Mohamed 
Adnan Robert, to swear in minority 
leader Mustapha as chief minister. 

In forming the pact, Harris had gone 
against Malaysia's acting Prime Minis- 
ter Datuk Musa Hitam's express orders 
not to form a joint government — 
something. Harris had requested at 
3:40 a.m. while the election results 
were still incomplete. 

The attempt to pre-empt the PBS 
from ruling Sabah followed on the 
heels of an election which turned into a 
single-minded, thumping vote for the 
opposition. Rebellious voters toppled 
the nine-year Berjaya government, 
leaving it with a humiliating six seats, 
compared with the 44 it held before the 
election. A total of 48 seats were con- 
tested. Harris himself lost his Tenom 
seat to a virtual unknown by 895 votes. 

The PBS slipped into power by win- 
ning 25 seats — the bare minimum 
needed to form a government on its 
own. However, this figure increased to 
26 seats when the sole United Pasok 
Nunukragang National Organisation 
(Pasok) victor defected to the PBS, 
even before all the results were in. 

A revived Usno, which itself had suf- 
fered a less spectacular defeat in 1976 
than Berjaya did this time round and 
was almost snuffed out when it won 
only three seats in 1981, came in sec- 
ond, winning 16 seats. 

The pre-dawn power grab shocked 
Kitingan supporters, who were still 
milling around their leader's house, 


10 











having camped out there through the 
night waiting for the results to trickle 
in. 

By mid-morning, as news of the at- 
tempted constitutional coup spread, 
Kota Kinabalu battened down in anti- 
cipation of trouble — shops were 
bolted shut and the state capital's 
Streets were deserted. Sensitivity to 
possible violence runs particularly 
high here, where isolated bombings in 
Kudat and Kota Kinabalu were re- 
corded after the 1976 change of gov- 
ernment. 

Faced with a volatile situation, the 
federal government in Kuala Lumpur, 
which prior to the elections had not 
ruled out the possibility of emergency 
rule if violence erupted, was forced to 








also the federation's only Christian 
chief minister. 

The constitutionality of the attempt- 
ed coup was questionable, to say the 
least: for one thing, no chief justice was 
present to administer the oath. But a 
definitive ruling on the move was dif- 
ficult to make because of a provision in 
the Sabah constitution which allows 
the chief minister to appoint six non- 
elected members to the state assembly. 
Usno's 16 seats, plus Berjaya's six 
would have given their alliance 22 seats. 
If Mustapha had then been free to ap- 
point a further six he could claim a 
majority over the PBS. But since leader- 
ship by a minority leader is without 
precedent here, the six appointed as- 
semblymen have always come from the 
ranks of the ma- 
jority party. 

Two features 
characterised 
the two polling 
days: a control- 
led calm on the 
part of voters 
and high intrigue 
among the lead- 
ers. More than 
80% of the state's 
voters turned out 
for the election. 
Rumours of elec- 
tion-rigging and 


disappearing 
ballot boxes 
were stilled 


~~ PHOTOS. SUMAINI AZNAM 


when the results 





intercede. Slightly after 1 p.m. on 22 
April, Musa made an appeal “espe- 
cially to those who have lost, to re- 
spect the wishes of the majority in 
Sabah." 

In another statement that evening, 
Musa stressed that "whatever had oc- 
curred in Sabah following the results 
of the election was not done in the 
name of the [ruling] National Front." 
His clarification was essential. As a 
component in the ruling coalition, Ber- 
jaya had contested under the front's 
banner, and its moves were perceived 
to bear the stamp of federal govern- 
ment approval. 

Finally, after six hours of discussion 
and "gentle reminders to anyone who 
asked me" that his party had won the 
majority, Kitingan was sworn in at 
8:15 p.m. — the second chief minister 
to be sworn in that day, negating 
Mustapha's earlier appointment, and 





showed a huge 
swing in favour of the opposition. 

At the same time, intense negotia- 
tions were taking place in higher éir- 
cles even before polling was complete. 
The Usno-Berjaya pact could have 
succeeded in its takeover bid if not for 
the overconfidence of some high-level 
National Front election workers, who 
believed Berjaya would win regard- 
less, said a well-placed Usno source: 


s Berjaya's defeat became obvious 
A to everyone except Berjaya on 
the first night of the staggered 
polling, Usno initiated a deal which 
would have allowed the two to form a 
joint government with the aid of a few 
anticipated defectors from the PBS. 
The plans were rejected by Berjaya. 
Later attempts to salvage a losing 
situation were futile, said other Usno 
insiders. 
As events swiftly unfolded during 
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the one-day ice intrigue 


cien пе 
overshadowed the election proper, and 
its more far-reachingreffects. Clearly, 


though oppositionssentiments crossed 







ous sway in a state where compromise 
is essential among the more than 30 
ethnic groups. 
; Of the surprises. thrown up, apart 
from Berjaya's humiliation, Usno's re- 
demption was perhaps the greatest. 
Election pundits, some from Usno's 
own ranks, had, predicted only an 
gight- to 12-seat win for the essentially 
Muslim party; its 10-year rule under 
dormer chief minister, Mustapha was 
dubbed the "Dark Ages" by Berjaya. 
But Berjaya's hopes that Usno's own 
earlier unpopularity would turn off 
yoters were speedily dashed. Voters 
had short memories, said a National 
Front campaign worker in disgust. 
5 More vitally, the “wish for a change 
of shirt" was strong enough to sweep 
Usno along, said PBS workers, who 
were convinced. that it could have 
swept all 42 opposition seats if Usno 
had not split opr 
position votes. з} 
„у Muslim voters, 
mainly from, the 
Malay, Bajau 
and llanun. mi- 
mority groups, 
who could notre- 
late to the, PBS’ 
theoretically 
multiracial but 
in fact largely 
Kadazan and Ro- 
man Catholic ap- 
peal, returned to 
Usno in protest 
against Berjaya. 
Traditionally de- 
cisive Chinese 
votes swung 
strongly towards 
the PBS. Six out of eight markedly 
Chinese constituencies went to the 
BBS, leaving Berjaya with only two. 
The PBS. had to overcome Berjaya's 
adyantages as the incumbent — a 
sttonger party machine and better fund- 
ing, The PBS’ appeal was largely emo- 
tional. The earlier Tambunan by-elec- 
tion landslide, which made a hero of 
Kitingan, and the indignation that fol- 
lowed the almost immediate, though 
temporary, attempts by Berjaya to in- 
timidate those voters who went against 
itin the by-election, were powerful 
rallying forces for the PBS. 

Ironically, the National Front's 
well-intentioned support for Berjaya 
in the form of manpower and ministe- 
rial luminaries sent to Sabah became a 
handicap for the party. Rank-and-file 
Berjaya workers “resented being told 
what to do,” said federal campaigners. 
Sabah voters could not identify with 


lines 
9 TIME acd 








some of the national policies and ideol~ 
ogy voiced by cabinet ministers in the 
hustings — messages, however, which 
do go down well in Peninsular Malay- 
sia. 

For different reasons, Harris himself 
laid the blame for his defeat at Kuala 
Lumpur's door. Privately, federal 
leaders concede that Harris has had to 
bear the brunt of Sabah's resentment 
over the more than 300,000 Indone- 
sian, Filipino and Pakistani immi- 
grants to thestate when immigration is 
a "federal matter," as Harris tartly re- 
minded reporters after his defeat. 


nfortunately for Harris, Ber- 
U: undeniable progress in 

developing the state — usually a 
government trump card — also drew 
attack, mainly because providing 
amenities such as electricity and roads 
is costly in hilly, jungle-covered ter- 
rain. Many remote villages in Sabah 
thus felt neglected. Some development 
projects were incongruous. A sports 
complex and classy hotel in remote 
Keningau, for instance, became am- 




















munition for the opposi- 
tion. 

The outcome of the 
Sabah election now means 
that the PBS will rule, fac- 
ing a strong opposition 
voice from Usno. For now, 
the PBS is not unduly wor- 
ried. Kitingan is sure of his 
legitimacy and, in his first 
day in office, he set out to undo a few 
Berjaya policies — most prominently 
the lifting of aban on opposition Demo- 
cratic Action Party’ leader Lim Kit 
Siang entering Sabah. 

The rise and fall of parties and party 
leaders is nothing new to Sabah. Those 
who were eager to write off Harris and 
Berjaya had second thoughts in light of 
Mustapha's re-emergence on the 
Sabah political scene. 

Kitingan has reiterated the PBS’ 
wish to join the National Front several 





timés, Thus, thotigh an opposition 
party, the PBS is unlikely to pursue a 
counter-course to the federal govern- 
ment's, The onus is now on the federal 
government to bring the PBS into the 
coalition. or. facé the slightly 
embarrassing situation of having its 
richest state ruled by an opposition 
party. The last time an opposition 
party ruled a state was Parti Islam's 
20-year grip on Kelantan until 1978, 
when the federal government withheld 
development funds from the state. 
Meanwhile, federal prestige suffered 
a rather severe blow with Berjaya's de- 
feat. Not only had a small battalion of 
federal politicians campaigned for 
Berjaya, but in the course of vociferous 
campaigning, several swings had been 
taken against the PBS for allegedly 
splitting the people along communal 
and religious lines. More hurtfully, 
Prime Minister Datuk Seri Mahathir 
Mohamad had risked his own image 
with the campaign line that “we will 
sink or swim with Berjaya,” a state- 
ment which drew criticism from the 
opposition as well as his own party 


| supporters who regretted his leaving 


himself so vulnerable. 

In more concrete terms, Berjaya's 
defeat in the state election will proba- 
bly mean a similar poor showing in the 
next national parliamentary election. In 
addition, the PBS will by then control 
thestatemachinery toits advantage. Un- 
less the National Front accepts the PBS 
into the coalition before then, its very 
strong presence in parliament may be 
eroded by anything up to 24 Sabah 
seats. 

The question now is whether the op- 
position tide here will carry across to 
neighbouring Sarawak and the penin- 
sula. A carry-over is more 
E likely in the former, given 
Sarawak's political make- 
up, conceded several paliti- 
cians who feel, however, that 
Sabah politics is sufficiently 
different from peninsular 
politics to make drawing 
parallels impossible. Non- 
Muslim minority senti- 
ments, though, may get a 
boost from the PBS victory. 

In the meantime, the new 
Sabah government is con- 
centrating on taking stock of 
state finances — it has inherited a 
M$2-4 billion.(US$819 million to 
US$1.64 billion) foreign debt — and 
will stop “wasting Sabah's resources,” 
said Kitingan, with particular refer- 
ence to its dwindling timber lands 
through the indiscriminate felling of 
timber. Of the party's future, Kitingan 
hopes that the PBS will be able to 
break Sabah's "10-year cycle" — the 
two-term span Usno and Berjaya each 
enjoyed in Sabah before being over- 
thrown. 
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Almost by default, the spotlight is once again on China at 
the Bandung conference 30th anniversary celebrations 


hirty years ago, China's consummate 
Statesman, the late premier Zhou 
Enlai, emerged as one of the stars of the 
original Bandung conference with a 


и which helped China 
n 


eak out of its diplomatic isolation. 


_ Today, as delegates from 76 countries 


gather to commemorate the “Bandung 
" the centre of attention is once 
again focused on whether Chinese dip- 
lomacy can achieve another break- 
through — this time in relations with 


- Jakarta. 


Chinese Foreign Minister Wu Xue- 
qian has been left to dominate the 
stage at Bandung more by accident 
than design. Although the second Ban- 
dung conference is intended as a 
celebration of the broad principles of 
non-alignment espoused by most of 
the Third World, even this fail- 
ed to attract quarrelling lead- 


home. 
Conspicuous by their absence 


Pham Van Dong and the presi- 
dent of the Cambodian anti- 
Vietnamese coalition govern- 


heads" of the 1955 conference. 
And though a speech will be 
read on behalf of Indian Prime 
Minister Rajiv Gandhi, cur- 
rently the chairman of the Non- 
Aligned Movement, his failure 
to attend in person has come as a deep 
disappointment to Jakarta. 

This puts the spotlight on the pain- 
fully slow process of Sino-Indonesian 
rapprochement, which Jakarta prefers 
to conduct in private and under cir- 
cumstances it can control. For its part, 
Peking has left little doubt that it 
wants to break the ice which has frozen 
its relations with Indonesia since the 
abortive 1965 communist coup, which 
Jakarta claims Peking supported. 

In an interview with the Chinese 
weekly Outlook, published shortly be- 
fore he arrived in Jakarta, Wu said 
China wants to restore normal rela- 
tions with Jakarta and pursue econo- 
mic, technological and cultural rela- 
tions, Such thinking, however, is no 
doubt well ahead of that of the cauti- 
ous Indonesian president, who only 
last December approved direct but still 
unofficial trade with China, a step 
which Foreign Ministry officials here 
emphasise was taken for mainly eco- 
nomic reasons. 

Nonetheless, Wu told pressmen upon 


12 


_ By Richard Nations and Lincoln Kaye in Bandung 


his arrival that the invitation itself 
amounts to improvement in relations, 
a view shared by foreign diplomats 
who believe that a decision which al- 
lowed the first Chinese minister in 18 
years to visit Indonesia could only have 
involved Suharto himself. 

If Suharto agrees to see Wu person- 
ally that will be taken as the best indi- 
cation that he believes the time is right 
to broach direct political talks with 
China. One week before Wu's arrival, 
Indonesian Foreign Minister Mochtar 
Kusumaatmadja told more than one 
high-ranking diplomat in private that 
Suharto intended to see Wu in a pri- 
vate meeting. 

Two weeks before the Bandung con- 
ference, during a meeting with visiting 
British Prime Minister Margaret 


The proe ЖКО Noo: at centre-atage. 





Thatcher, Suharto reiterated his long- 
standing condition for normalising re- 
lations with China — a pledge from Pe- 
king not to support insurgency in 
Southeast Asia. 

But Mochtar has also said privately, 
according to well-informed sources, 
that Suharto wants an apology from 
China with an explicit admission that 
Peking was wrong in its alleged sup- 
port for the Indonesian Communist 
Party (PKI) during the coup bid. A re- 
cent editorial in the Indonesian army 
daily Angkatan Bersenjata echoed 
this. 


uch a demand is riddled with dip- 
lomatic perplexities for Wu, since 
Suharto himself is thought too tactful 
to openly speak his mind on such a 
sensitive matter even in private. If he 
meets Suharto, Wu will probably be 
left to try to understand what would 
satisfy a requirement which will only 
be implicit. 
Some observers believe that Pe- 
king's new pragmatic foreign policy is 








REVIEW that during. he 10-year Cul- 
tural: Revolution, “there were some 
diplomatic acts which ran against the 
independent and peaceful foreign po- 
licy of Zhou Enlai... . which caused 
strains in our relations with some other 
countries.” 

If a Wu-Suharto meeting produces 
statements “to the effect that both 
sides recognise mistakes of the past,” a 
diplomat commented, “we will have a 
good indication that the face-saving 
way around the [PKI] hurdle has been 
found.” Arriving at such an under- 
standing, however, would require con- 
cessions by both sides. The only “mis- 
take” Indonesia can be expected to ac- 
knowledge, even in private, is the 
freezing of relations for so long. 
Moreover, China cannot be expected 
to deviate too far from its public posi- 
tion that it had no foreknowledge of 
the 1965 coup and no longer supports 
the PKI. “If our Indonesian friends in- 
sist upon their previous misconception 
{accusing China of supporting the 1965 
coup] then we can simply wait [for nor- 
malisation],” Wu said. 

Unlike the Thai or Malayan 
communist parties, the PKI is 
now defunct. Although Peking 
still gives asylum to many PKI 
leaders who fled to China to es- 
cape the post-coup purge, these 
persons, according to Wu, are 
treated more as individuals than 
members of a fraternal com- 
munist party. "These are former 
members of the Indonesian com- 
munist party," Wu said. "They 
do not constitute a party." This 
distinction however is lost on 
Indonesia's leadership who re- 
gard Chinese sanctuary for 
former PKI leaders as evidence 
of hostile intention. 

Even if Wu manages to disarm 
Suharto's suspicions over Peking's ties 
to Southeast Asian communists, obser- 
vers here believe it will still be years 
before Sino-Indonesian relations are 
normalised. Suharto hopes time will 
answer two questions: how secure is 
Chinese elder statesman Deng Xiao- 
ping's regime, and whether the align- 
ment which Jakarta perceives among 
Washington, Tokyo and Peking does 
not give too big a role to China in 
Southeast Asia. 

Moreover, the sustained public-rela- 
tions campaign which most observers 
think is necessary to lay the 
groundwork for normalisation has 
only just begun. The process is also 
slowed by the deep animosity felt to- 
wards China by many Indonesian lead- 
ers who, like Suharto, feel they barely 
survived what they consider a Chinese- 
inspired bloodbath 20 years ago. 

Whether Suharto intends the fear of 
the "Chinese threat" to provide addi- 
tional legitimacy to his regime or not, 
many observers believe it does. п 
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Op Cover For 
Top People 


US$1L200000 
increasing tO 
US$1500000 


Top Protection For Business Travellers 

As a frequent traveller, you are no doubt concerned about the 
quality of your travel accident insurance which must give you 
maximum protection not only in value, but also maximum 
protection in scope. 


At the International Airline Passengers Association, we understand 
the needs of the frequent traveller, and have custom-designed 
through the world-famous Lloyd's of London a competitive and 
high-value travel accident insurance for our over 100,000 elite 
members in 174 countries. Because of our large-volume purchasing 
power, IAPA/Lloyd's rates are also the lowest available anywhere. 


High Value Plus Automatic Bonus 

In your first year, you may select cover up to US$1,200,000. 
This is more than three times the amount normally available. 
Your renewal bonus then pushes this up, at no additional cost 
to you, by as much as 25% after three years to as high as 
JS$1,500,000! 

Your unique IAPA/Lloyd's cover protects you 24 hours a day, 
365 days a year — whenever, wherever, and however you travel 
ıs a ticketed and/or fare-paying passenger by air, land, or sea on 
iny officially licensed common carrier: planes, ships, ferries, 
axis, helicopters, hovercraft, commuter trains, tubes, buses... 


four IAPA/Lloyd's cover pays out in addition to any other 
nsurance you may have, and provides you with three additional 
»enefits: Hospitalization pays up to 30 days for covered 
iccidents; disability benefits start on the 13th month for a 
naximum of 60 months; and dismemberment is also included. 


1 I want to join IAPA! 

lease enroll me as an IAPA member. | understand my membership 
)ecomes effective on the date my payment is received. | have ticked 
elow the membership class | require. | will receive a BONUS cover 
ige for uninterrupted membership which increases my coverage by 2596 
ifter three years 
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Ist Year Coverage Including Hospital Disability 

Coverage Automatic Bonuses — Benefit | ^ Benefit 

US$1,200,000 US$1,500,000 USS150 |  USS4,800 

US$ 800,000 ~USS1,000,000 j US$100 USS3,200 

US$ 400,000 USS 500,000 | US$ 75  US$1,600 

USS 200,000 USS 250,000 US$ 50 USS 800 

US$ 100,000 USS 125,000 05$ 50 USS 400 

US$ 50,000 US$ 62,500 | ss 25 USS 200 
surance effective upon receipt of payment. Hospital benefits pay up 
э ЗО days for covered accidents. Disability starts on 13th month for 

3aximum 60 months. All member benefits and services apply 
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Prestige e Savings e Comfort e Convenience 
When you join IAPA, you are a recognized traveller. Depending 
on the travel protection you require, you select your own level 
of membership, and you will automatically enjoy a ful! range 
of practical IAPA benefits and services 


* Preferred VIP rates at over 2,000 international hotels 
* Substantial savings at leading car rental agencies 

* Worldwide luggage protection and retrieval service 

* Access to IAPA airport lounges 

* Free “members-only” travel magazines and newsletters 


Savings from the above benefits alone will help recoup the cost 
of your membership fee, but we do more for you. 


The World's Oldest, Largest, And Most Influential 
Travellers Association... It Makes Sense To Belong 

When you join IAPA, you are no longer a lone traveller because 
you have the strength of over 100,000 fellow members right 
behind you. Your concerns are important. Your opinions count. 
As the world's oldest travellers association (established in 1960], 
we have constantly spoken out on behalf of our elite member 
ship for greater travel safety, comfort, convenience, and economy 
Join now and get the strength of IAPA behind you! 


Your Satisjaction Guaranteed, Or Your Money Back! 


Your satisfaction is important to us. If for any reason you are 
not happy with your membership, notify us for an immediate 


refund. 
= 


Fill in апа mail to: International Airline Passengers Association 
Ш РО. Box 20282, Hennessy Road Post Offii 

or РО. Box 113, London SWIP IDF, England 

or Р.О. Box 660074, Dallas, Texas 75266-0074 
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Ericsson HAS THE POWER TO PREVENT 
d OF YOUR COMPUTER MALFUNCTIONS 


Research has shown that most day-to-day interruptions to computer operation can be prevented 
because the are not the fault of the computer. 
Maltun ctions that waste time and cause inaccuracies, like loss of screen information, 
correct file transfer, or interrupted communications, whether in personal computers or 
mainirames, are frequently caused by normal disturbances in the mains power supply 

As more and more electronic devices draw power from the mains network, which was never 
designed to supply the stable quality of power they need, computer-dependent companies are 
increasingly vulnerable. 
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A foot in the mouth 


Gen. Benny Murdani's remarks on Vietnam bring a denial from 
Indonesia's foreign minister and concern from Asean 


By Richard Nations in Jakarta 


P reports of the six-day official 
visit here by Vietnamese Defence 
Minister Gen. Van Tien Dung have 
provoked controversy which could ir- 
ritate the sensitive relations between 
Indonesian armed forces commander 
Gen. Benny Murdani, Dung's counter- 
part and host, and Foreign Minister 
Mochtar Kusumaatmadja, who had 
tried to keep the visit low key. 

On his return on 21 April from a 
non-aligned conference in New Delhi, 
Mochtar “categorically denied" a 
wire-service report that the Dung visit 
had ended with an agreement on broad 
military cooperation between Vietnam 
and Indonesia. The report was based 
on statements by Murdani that agree- 
ment had been reached for Hanoi to 
send a military attaché to Jakarta. 

Mochtar pointed out that Indonesia 
has long had a military attaché at its 
embassy in Hanoi. Moreover, sources 
here maintain Murdani first an- 
nounced the agreement to open the 
military post in the Vietnamese Em- 
bassy here following his return from 
Hanoi last year, pending a successful 
return visit by Dung. Murdani also told 
newsmen that exchange visits by offic- 
ers were discussed but were unlikely to 
materialise. 

Mochtar said he met Thai Foreign 
Minister Siddhi Savetsila during a 
stopover in Bangkok to reassure him 
that Jakarta was not enhancing its re- 
lations with Vietnam. The Thais, how- 
ever, also appear to be concerned at 
Murdani's statements to the press on 
17 April — which received almost no 
coverage here — giving credit to Viet- 
nam's Statements that it was in the 
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process of withdrawing troops from 
Cambodia, and not merely rotating 
units. 

In answer to direct questions, Mur- 
dani said that he would not be sur- 
prised if Dung were telling the truth 
about Vietnamese troop withdrawals 
from Cambodia. 

Diplomats here say there is little in- 
dication that much transpired during 
the Dung visit which would advance 
concrete cooperation between the two 
military establishments. But the press 
played down the visit in line with 
Mochtar's own requests to Murdani 
that Dung should not be given a plat- 
form to make statements on Cambodia 
which could prove embarrassing for 
Indonesia. 

This itself may have contributed to 
the air of intrigue surrounding the first 
visit to Indonesia by an armed forces 
commander from a communist coun- 
try, which happened to comeon the eve 
of the international gathering in Ban- 
dung to commemorate the 30th an- 
niversary of the first Asian-African 
conference. 


» Rodney Tasker writes from Bangkok: 
Murdani could not have picked a worse 
time for his comments. Jakarta's Asean 
partners have become inured to Mur- 
dani's statements sympathetic to Viet- 
nam's cause, and have grown to live 
with them as long as they do not harm 
Asean unity. But by announcing what 
appeared to be greater military coope- 
ration between Indonesia and Viet- 
nam, at a time when Mochtar was ac- 
tually visiting Bangkok, Murdani was 
tempting Asean providence. 


a 


Murdani; Mochtar: a categorical denial. 


occupation forces in Cambodia. 
As such, the Thais are quick to 
rouse international condemna- 
tion of any Vietnamese incur- 
sion into Thailand. This line is 
generally backed by Bangkok's 
Asean partners, who also sup- 
port the Khmer resistance coal- 
ition fighting to make Viet- 
nam's occupation of Cambodia 
as uncomfortable as possible. 

So Murdani's announcement 
about a Vietnamese military 
attaché joining Hanoi's em- 
bassy in Jakarta — whether 
new or old — and on Vietnam- 
ese troop withdrawals were 
waving a red flag in front of a 
Thai bull and made other 
Asean colleagues equally un- 
happy. In February 1984, Mur- 
dani, during a visit to Hanoi, 
was equally embarrassingly 
quoted as saying that Vietnam consti- 
tuted no military threat to Southeast 
Asia. 

That statement was eventually 
buried in subsequent Asean state- 
ments condemning the Vietnamese oc- 
cupation of Cambodia. Mochtar, who 
is known to have had differences at 
times with Murdani over Indonesian 
foreign policy, took pains to assuage 
Thailand's nervousness in particular 
that Indonesia’s overriding fears of 
China’s perceived expansionist ambi- 
tions in Southeast Asia might cut 
Jakarta free from its Asean bonds in an 
attempt to form an Indonesian-Viet- 
namese axis. 

Mochtar had to carry out a similar 








role again when he stopped in Bangkok . 


overnight en route to New Delhi on 17 
April, shortly after Murdani had made 
his statement. He told the Thai press 
that he could not comment on another 
Indonesian's (Murdani's) statement, 
and then talked to Siddhi 

The following day, the Bangkok Post 
quoted Thai Foreign Ministry sources 
as saying Siddhi was "disappointed" 
with Mochtar's explanation, But the 
day after, the same newspaper quoted. 
Siddhi as saying the Murdani state- 
ment merely reflected different mili- 
tary thinking and that "Mochtar 
speaks on behalf of the Indonesian 
Government, but Murdani doesn’t.” 

Clearly, the Thai Foreign Ministry 
was trying once again to paper over the 
cracks of any perceived Asean disunity. 
Equally, Mochtar was embarrass- 
ed at having to explain the remarks of 
a foreign-policy rival. But in the usual 
Asean way, a statement reconfirming 
the grouping's unity, and support of 
Thailand's position, can be expected 
before long. 

And the hope in Bangkok, as well as 
Kuala Lumpur and Singapore, is that 
Murdani's sympathy for the Vietnam- 
ese will not sway President Suharto 
from his powerful backing for Asean's 
anti-Vietnamese stand. п 
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The trade dispute with the US becomes a political football 
in the morass of ruling LDP factional politics 


By Charles Smith in Tokyo 


Ithough Prime Minister Yasuhiro 

Nakasone bought precious time for 
Japan with his 9 April market-opening 
package (REVIEW, 18 Apr.), the trade 
dispute with the United States still has 
the potential to cause serious trouble 
for the prime minister — not least in- 
side his own Liberal Democratic Party 
(LDP). 

Nakasone's party rivals, who in- 
clude LDP vice-president Susumu 
Nikaido and executive board chair- 
man Kiichi Miyazawa, have been ac- 
cusing the prime minister of using the 
trade issue as yet another platform on 
which to exercise his flair for personal 
diplomacy without really getting to the 
root of the problem, which some claim 
to be the inadequate level of demand 
within Japan's own economy. 

The attempt to use trade and econo- 
mic issues as a weapon against 
Nakasone has been enthusiastically 
endorsed by Toshio Komoto, a former 
director-general of the Economic 
Planning Agency, who leads the fifth- 
largest LDP faction and who has con- 
sistently argued that how to reflate the 
domestic economy — not how to boost 
imports — is the issue. 

A glance at recent economic indi- 
cators suggests that the anti-Nakasone 
group within the LDP may have a 
point. In the last quarter of 1984 
Japan's gross national product grew at 
an impressive 2.3% in real terms on a 
quarter-to-quarter basis but nearly all 
the growth (1.9%) was contributed by 
the external sector — in other words by 
a sharp increase in the surplus of ex- 
ports over imports. 

In the first quarter of the current 
year, exports fell sharply in line with 
the faltering growth of the US econ- 
omy, and GNP growth seems to have 
fallen as well. Tentative estimates for 
the first quarter put growth for the 
quarter at only around 0.6-0.7%, the 
lowest for more than a year. 

The Nakasone-bashers in the LDP 
say the government should deal with 
this situation by cutting income taxes 
to encourage consumers to spend more, 
or by drastically stepping up public- 
works spending, but their motivation 
is open to at least a certain amount of 
question. Although Miyazawa has con- 
sistently advocated an expansionary 
policy, the same can hardly be said for 
Nikaido who showed little interest in 
or concern with economic issues until 
his surprise emergence as an LDP 
leadership candidate last autumn. 

Apart from being leaders of the anti- 
Nakasone wing of the LDP, Nikaido 
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and Miyazawa also share a strong in- 
terest in blocking the party leadership 
ambitions of Finance Minister Noboru 
Takeshita — the ambitious “young” 
leader in the Tanaka faction whose po- 
sition in the cabinet means that he 
would be committed to a policy of “fis- 
cal responsibility" whether he liked it 
or not. 

Takeshita's hostile relations with 














interesting ;eeonomic 

inthe past few moħths: Until 
late 1984 Kanemaru was one of the 
LDP's most vocal supporters of a tax- 
reform programme that would put 
more money into consumers’, pockets 
and help to reduce the economy's de- 
pendence on exports. 

He now supports "fiscal responsibil- 
ity," apparently by virtue of the fact 
that a close family relationship (his son 
is married to Takeshita's daughter) has 
made him a strong political backer of 
the finance minister. 

With the Takeshita-Kanemaru and 
Nikaido-Miyazawa alliances making 
the economic policy issue into an LDP 
factional football 


Nakasone can af- 
Nikaido stem from the fagi,{hatahe latc гга» feel acit trà аде elaxed than 


ter is the “official” leader withinpanjor | 
iê is 


-ih the streatn Бүр criticisms of his 
PI oliey JS mig t suggest. However, 


ment of the Tanaka faction ( 


now in disarray following the Hines 


its de facto boss, former prime minister 
Kakuei Tanaka) whereas the former 
appears the man whom most rank-and- 
file faction members actually favour. 


M iyazawa's dislike of Takeshita 
reflects the knowledge that he will 
have to wait years to become prime 
minister if Takeshita gets the job 
following the retirement of Nakasone 
on the completion of his second term of 
office at the end of next year. 

As if to clinch the point that political 











thi 
and do nothing. 

Aspecial committee on external eco- 
nomic issues, chaired by noted 
economist and former foreign minister 
Saburo Okita, which provided recom- 
mendations for the 9 April market- 
opening package, also urged the gov- 
ernmment to take steps to promote 
domestic economic activity and 
Nakasone has already indicated that 
he will “respect” this part of the com- 
mittee’s findings. 

Officials at the Economic Planning 
Agency, which has the job of coor- 
dinating the drafting of economic 
packages, say they are preparing for a 
long hot summer during which LDP 
factional groupings as well as rival 
ministries will be struggling with each 
other over domestic economic-policy 
issues. 

A reflation package which is tenta- 
tively scheduled for release in July may 
contain proposals to end (or least re- 
duce) the notorious tax incentives for 
savings which have given Japan the 
highest savings ratio among advanced 
industrial countries and correspond- 
ingly dampened consumption. 

Alternatively, and from Nakasone's 
point of view less dangerously, it might 
tackle the bureaucratic restrictións 
which have hampered the growth: of 
some of the most dynamic sectors of 
the domestic economy while protect- 
ing vested interests. Examples of such 
restrictions are the ban of efficient 
light vans on motorways to protect 
companies using fuel-heavy large veh- 
icles; the ban on petrol imports in the 
name of "stabilising" the domestic oil 
industry, and regulations which give 
small shopkeepers a virtual veto on the 
opening of new supermarkets. 

Cutting through bureaucratic red 
tape of this kind may not provide the 
kind of stimulus to the economy that 
would be achieved by a highly expan- 
sionary fiscal policy, but it is as much 
as the government seems likely to risk 
in the next few months. 
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TAIWAN 


By Carl Goldstein in Taipei 


үү the conclusion of two trials 
resulting in сойбо s of five 
men for their roles in the Kiling, 25 
Chinese-American writer Henry Liu1 
California last October, the authorities 
in Taipei clearly hoped for a swift clos- 
ing of the unhappy episode. 

The disclosure of the involvement of 
high-ranking intelligence personnel in 
the politically inspired murder, first 
admitted by Taipei on 15 January, was 
a heavy blow to Taiwan's international 
reputation. It also led to serious strains 
in relations with the United States, 
Taiwan's major arms supplier and 
trading partner. 

Yet the profusion of unanswered 
questions remaining appear to 
threaten this goal. Chief among these 
are why former military-intelligence 
chief. Wong Hsi-ling, who was con- 
victed of murder on 19 April by a mili- 
tary court, should have wanted Liu 
dead in view of the fact that both the 
prosecution and defendants claimed 
that Liu was providing valuable infor- 
mation on the Chinese mainland to 
Taiwan's Intelligence Bureau (IB). 

The other major unanswered ques- 
tion is whether Wong, who served as a 
military attache in the US for more 
than 10 years, would have ordered 
such a potentially dangerous move 
without higher authority. 

Wong was sentenced to life impris- 
onment for the murder, while two of 
his top aides, Hu Yi-min and Chen Hu- 
men, found guilty of being accessories, 
were sentenced to two years and six 
months respectively. A civilian court 
had on 9 April found Bamboo Union 
gang leaders Chen Chi-li and Wu Tun 
guilty of actually carrying out the kill- 
ing. A third suspect, Tung Kuei-sen, is 
still at large. 

Chen and Wu, who claimed to have 
been ordered by Wong to kill Liu be- 
cause he had “betrayed” his country, 
were each sentenced to life imprison- 
ment. Liu was the author of a critical 
biography of Taiwan President Chiang 
Ching-kuo and other articles on 
Kuomintang (KMT) history. 

US pressure on Taiwan to expose 
and punish the guilty parties has been 
a constant factor in the pace of investi- 
gations and the timing of major disclo- 
sures since the beginning. American 
sources say that, despite Taipei's 
claims to the contrary, both the discov- 
ery of the Bamboo Union gangsters’ in- 
volvement and the Taiwan Govern- 
ment's admission that its intelligence 
officials were implicated in the case 
were prompted by information pro- 


20 





Unanswered questions - 


Despite the haste in disposing of the Henry Liu murder 
trials, the ripples are likely to spread for some time 


duced by police in Daly City, Califor- 
nia, wherg Liu was killed, and FBI in- 
vestigators. 

It appears the public trials and ver- 
dicts may be enough to satisfy the 
minimum demands of US President 
Ronald Reagan's administration, 
which, with its pronounced ideological 
affinity with the strongly anti-com- 
munist KMT, has not been eager to see 
the Liu case lead to a fundamental 
change in the relationship between the 
two countries. Several US con- 


gressmen had been calling for a cut-off 
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of arms sales to Taiwan, which have 
ally in recent years. 


B ut a House of Representatives for- 
eign affairs subcommittee failed to 
find the “consistent pattern of acts of 
intimidation or harassment directed 
against individuals in the US,” which, 
according to the terms of legislation 
passed in 1982 after the still-un- 
explained death the previous year in 
Taipei of Chen Wen-cheng, another 
critic of the KMT, would allow the pre- 
sident to halt arms sales. 

However, the House passed a resolu- 
tion on 16 April calling for the IB offi- 
cials and the two gangsters to- be 
handed over for trial in the US. There 








Liu funeral; Wong (centre) and aides: rush to judgment. 






HARRA a 
es, and Taipei has consis- 
tently refused to consider giving the 
men up, saying that to do so would 
mean a violation of its sovereignty. 

The 387-2 vote in the House under- 
scored the’ damage that has already 
been done to Taiwan's standing in con- 
gress. In the past, Taiwan has been able 
to depend on a significant corp of sym- 
pathetic congressmen to protect its in- 
terests. One such action came in 1979 
when the US broke off relations with 
Taipei in favour of Peking. Conserva- 
tives in congress forced the passage of 
the Taiwan Relations Act, including 
provisions committing the US to sup- 
ply necessary defensive weaponry. 

But their unwillingness to back 
Taipei on the call for Liu's killers to 
face trial in the US could bode ill for 
the KMT in other battles to come. 
Taiwan is highly vulnerable on a 
number.of key issues, notably its trade 
surplus vis-à-vis the US — US$9.8 bil- 










lion in 1984. Another is 
counterfeiting and calls by 
some in congress for retalia- 
tion against countries that 
fail to take sufficiently stern 
action to control the prob- 
lem. 

Arms sales remains an ex- 
tremely sensitive point. In 
the 1982 Shanghai Com- 
munique, the US committed 
itself to “gradually reducing 
over time" the level of sales 
to Taipei. Although the 
Reagan administration has 
interpreted this in a liberal 
fashion, Peking has repeatedly pointed 


averaged about US$750 million annu- | to US arms sales to Taiwan as the chief 


obstacle to the development of closer 
relations. 

"The danger is that, with so many 
questions left unanswered in the trials, 
Taiwan's friends may now find less 
reason to speak up on some of these 
other issues,” said a political analyst in 
Taipei. 

The speed with which the trials were 
dispatched has also raised some eye- 
brows in Taipei legal circles. The trial 
of Chen Chi-li and Wu in civilian court 
lasted just nine hours, while Wong's 
military court-martial took about 14 
hours. “It seems unfortunate that more 
time wasn't taken to uncover more evi- 
dence and clear up some of the ques- 
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provide . 
beyond the defendants' own, often- 
conflicting, testimony. )i 1 | 

Thus, the verdict in the trial of the IB 
officials made no judgment on whether 
Wong actually ordered Chen Chi-li to 
murder Liu, as Chen claimed. Instead, 
the court ruled that, based on Wong's 
admission of having raised the ques- 
tion of “teaching Liu a lesson” with the 
gang leader, Liu’s death “did not go 
contrary to his basic intention.” 

Wong's motive remains obscure. The 
military: court’s verdict said Wong 
learned from a friend that Liu “was not 
happy with him [Wong] and would in- 
itiate some action detrimental to 
Wong.” No explanation was provided, 
however, for why Liu might have been 
dissatisfied with the intelligence chief 
or what action was contemplated. Nor 
was the friend, a retired newspaper 
publisher named Hsia Hsiao-hua who 
is reputed to have close links to the IB, 
called to testify. In the absence of firm 
evidence, the story seemed tailor-made 
to suit Taipei's contention that the plot 
against Liu was the action of mis- 
‘guided individuals, rather than official 
policy. ` 


] n contrast to the intense internation- 
al pressure the KMT has faced be- 
cause of the case, domestic political 
pressure has been limited. This is due 
partly to the widespread perception 
among native Taiwanese — who make 
up more than 85% of Taiwan's popula- 
tion — that Liu’s murder was a falling 
out among mainlanders, and thus not a 
matter of great concern. At the same 
time, the Taiwan Government's allega- 
tion that Liu was a double agent serv- 
ing both the IB and the Chinese com- 
munists, whether true or not, proved to 
be effective propaganda. 

* Opposition politicians have not been 
able to capitalise on the KMT's dis- 
comfiture because of their own inter- 
nal conflicts. Any changes that may re- 
sult from the Liu case will grow out of 
internal KMT dynamics. 

The big question hovering about the 
edges of the Taipei political scene is 
who will sueceed Chiang, now 74 and 
ailing, as president. Partly for want of 
a clear alternative, his son, Hsiao-wu, 
who holds no official government post, 
is often mentioned. There is little in the 
way of evidence, but rumours connect- 
ing him with Chen Chi-li, and even as- 
signing him a role in the plot against 
Liu, receive wide currency. He has 
categorically denied knowing the gang 
leader. As these charges have been 
picked up and published in opposition 
magazines, his standing among the 
people has declined further. 

Although the succession will proba- 
bly be decided among a narrow circle 
of longtime party and military leaders, 
the bad publicity the younger Chiang 
is receiving cannot have helped his 
| cause. ен 
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Sikh separatism — the issue that indirectly brought Rajiv 
Gandhi to power — is still his major headache 


By Salamat Ali in New Dethi 


Ithough few doubt the sincerity of 

Indian Prime Minister Rajiv Gan- 
dhi in trying to solve the seemingly 
intractable problem of Punjab, the 
odds against his actually pulling off a 
settlement acceptable to most appear 
to be lengthening. : 

Indeed, most of the events that have 
occurred since the catalytic storming 
of the Golden Temple in Amritsar by 
government troops on 2 June 1984 have 
only conspired to make matters even 
worse. And nothing epitomises the 
precariousness of the situation better 
than the 20 February raid by security 
forces on a part of the Golden Temple 
complex. ; 

The raid followed an attempt two 
days earlier to murder Raghunandan 
Lal Bhatia, former Punjab Congress 
party president, who was recently 
"kicked upstairs" as one of the secre- 
tary-generals of the party by Gandhi. 
Two Sikh terrorists from the under- 
ground organisation Babar Khalsa 
killed one Congress worker, pumped 
three bullets into Bhatia and made a 
clean getaway from the cowering 
crowd assembled on the lawns of 
Bhatia's bungalow in the Sikh holy 
city of Amritsar. 

Sant Harchand Singh Longowal, 
president of Akali Dal, the Sikh politi- 
cal party, denounced the attempted as- 
sassination, but alleged that theassail- 
ants were from an unnamed agency 
"associated directly or indirectly" 
with the Indian Government and also 
that the agency was against any solu- 
tion to the complicated Punjab prob- 
lem because each time chances bright- 
ened for a settlement, a political assas- 
sination took place. He appealed to the 
minority Hindu community in Punjab 
to understand the Congress game of di- 
viding the people of the state. 





Prem Singh Lalpura, acting pre- 
sident of the Shromani Gurudwara 
Parbhandak Committee (SGPC), the 
statutory elected organisation that 
manages Sikh temples in Punjab, con- 
demned the raid by the security forces 
on the temple complex, saying: "Such 
acts are being committed under a plan- 
ned conspiracy to browbeat and 
humiliate the Sikhs. The government is 
doing its worst to stamp out religious 
feelings from the Sikh community.” 

According to Lalpura, the three peo- 
ple arrested by the police during the 
raid and described as terrorists were 
employees of the SGPC, including a 
guard of the temple’s treasury. His 
licensed gun was described by the 
police as one of the weapons unearthed 
during the raid. But Lalpura did not 
comment on the police claim that they 
also seized a hand-grenade and a pistol 
during the same operation 

Longowal categorised the raid as 
“desecration of the holy shrine of the 
Golden Temple” and argued that “it 
will rouse the sentiments of the Sikhs.” 
The high priests of the Golden Temple 
were equally incensed. 


he raid on the temple came against 

a backdrop of Punjab having been 
closed to all foreigners; little prospect 
of elections to the state legislature due 
in June this year; continuing enforce- 
ment of emergency measures under an 
anti-terrorist act; trial of Sikh milit- 
ants by special courts and, in cases of 
Sikh army deserters and mutineers, by 
courts martial; sundry murders and 
other acts of terrorism, and the prime 
minister’s attempt to restore normaley 
through partial acceptance of the 
Akali Dal's pre-conditions for a 


dialogue to defuse the tense situation. 
After the state elections in February, 
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— the issue and freed Longowal from a 
_ jail in Rajasthan where he had been 
— lodged since the capture of the Golden 
_ Temple. In an effort to undo past mis- 
— takes, Gandhi tacitly accepted the 
— need for Longowal to make tough 
—— statements to establish his credibility 
- — with the Sikh masses. But now it seems 
that both he and Longowal underesti- 
-mated the power of Sikh militancy. 
ы —On his tour of various Sikh temples 
in Punjab after his release, Longowal 
— found himself shouting slogans in 
— praise of Sant Jarnail Singh Bhindran- 
— wale — his slain political foe who had 
— become the symbol of Sikh fundamen- 
— talism and militancy and all the terror 
_ generated in Punjab by this combina- 
_ tion. He also found himself describing 
the slain assassin of former prime 
minister Indira Gandhi as a martyr. 
Next he announced a plan for mass 
agitation beginning with the Punjabi 
__ festival of Besakhi in March unless 
— seven of his demands were accepted. 
- Gandhi reacted by accepting some of 
the demands — release of certain Akali 
— Dal leaders, withdrawal of the ban on 
- the militant All-India Sikh Students’ 
- Federation and a judicial probe into 
- the riots that followed Mrs Gandhi's 
— assassination (which led to 2,146 Sikh 
- deaths on the government's own ad- 
mission). 



































E. 


| PAKISTAN 


Ethnic violence breaks out 
following a student’s death 
in a minibus accident 


| By Husain Haqqani in Karachi 

t- ocial unrest, economic problems 
\\ and the pressures of multi-ethnic- 
ity combined to plunge Pakistan's 
k largest city, Karachi, into a week of 
E violence, which began on 15 April. A 
— 24-hour curfew was imposed in parts 
F of the city, and troops patrolled all 


t areas with mixed populations of Urdu- 
speaking migrants from India, known 
as muhajirs, and Pathan settlers from 
the North-West Frontier Province. At 
least 50 people were killed in the six 
days of rioting, and officials admitted 
that more dead might be found in back 
lanes and garbage dumps in affected 
areas. 

In the low-income suburb of Orangi, 
where the worst clashes took place, 
rival groups vowed vengeance. A 
group of Pathans dug graves to fill 
with Bihari refugees they intended to 
[ kill, while the Biharis — Urdu-speak- 











Longowal reciprocated by putting 
off the agitation to early June, pending 
acceptance of the remaining pre- 
corditions to restarting a political 
dialogue. These included annulment of 
the anti-terrorist act in Punjab, the 
winding-up of special courts trying 
Sikh militants and full rehabilitation 
of all Sikh political activists. 

During this ;period, when Gandhi 
and Longowal were alternating their 
postures between being accommodat- 
ing and being tough, there was a 
gradual increase in acts of terrorism — 
political assassinations, communal 
murders and bomb blasts in public 
places. The Hindu community in Pun- 
jab began feeling more insecure. Its 


ing migrants who went to East Bengal 
in 1947 but were refused Bangladeshi 
citizenship after the division of Pakis- 
tan — made incendiary bombs to set 
Pathan huts on fire once the curfew 
was eased. “This place is becoming a 
mad house,” said a senior government 
official accompanying Sindh province 
Governor Jahandad Khan on a tour of 
the area. “They kill each other without 





even knowing why and for what,” he | 


added. 

The rioting began after a female stu- 
dent was killed by a minibus in front of 
a girls’ college. Students protested 
against reckless driving by public- 
transport drivers, pointing out that the 
student's death was one of several 
hundred similar accidents in similar 
circumstances. The student protesters 
were subjected to an unusual use of 
force by local police, giving an anti- 
police twist to the protests. The use of 
force by police included the repeated 
use of tear gas, even after demon- 
strators had dispersed, and shooting at 
the heads and chests of protesters with 
shotguns instead of at their feet or 
above their heads. 

Some politicians accused the civil 
bureaucracy and police chiefs of delib- 
erately overreacting so as to embarrass 
the new civilian government of Prime 
Minister Muhammad Khan Junejo and 
Sindh Chief Minister Ghous Ali Shah. 
Others said the police may have been 
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serve a “genocide week” to commen 





on 2 June —— the anniversary, of the 
storming of the, Golden Temple; 

Adding to the tension were letters by 
terrorists to Sikh high priests and 
Akali leaders warning against betrayal 
of the Sikh religion. The cabinet com- 
mittee visiting Punjab was boycotted 
both by the Akalis and other opposi- 
tion parties, who alleged that the gov- 
ernment was not sincere in its stated 
quest for a, political solution. The 
militants’ new slogan was “one down 
and two to go,” meaning that the mur- 
der of Mrs Gandhi would be followed 
by the killing of Gandhi and President 
Zail Singh. 


andhi is now faced with a dilemma 

that was long foreseen. Level- 
headed politicians had advised — long 
before the storming of the Golden 
Temple — that the Akali Dal and the 
Sikh terrorists should not be treated as 
two sides of the same coin. Ignoring the 
advice, New Delhi contributed greatly 
to the destruction of the Akali Dal's 
credibility in the eyes of its Sikh con- 
stituency. 

Hence, coming out of jails, now, the 
Akali leaders feel unsure of themselves 
in attempting a settlement. And the 
government does not know whom to 
talk to, alternating its efforts between 
appealing to Akalis for cooperation 
and questioning their claim to speak 
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particularly annoyed by the anti; 
transport protests because many 
police officers own public buses. Cri- 
tics claim it is the greed of such police- 
men which causes bus drivers to ex- 
ceed speed limits and restrictions on 
the numbers of passengers they can 
carry. In any case, the police action 
exacerbated the situation, and mobs 
attacked police and burnt buses in the 
western district of Karachi for three 
days. 

Transport owners, most of them 
Pathans, retaliated by calling a strike 
which was resisted by the city's pre- 
dominantly muhajir population. In 
Orangi, the ethnic dimension was 
added to the violence, causing most 
deaths. The suburb is the home of the 
Biharis. About 300,000 Biharis are still 
in Dhaka ghettos awaiting repatria- 
tion to Pakistan, and their relatives in 
Orangi have organised violent protests 
demanding repatriation in the past. 
The Biharis are also champions of 
muhajir self-assertion. 

Muhajirs were, for years, dominant 
in government service, due to their bet- 
ter education, until the former gov- 
ernment of Zulfikar Ali Bhutto intro- 
duced a system of quotas giving an 
upper hand to Sindhis both in govern- 
ment service and university admis- 
sions in the province. The present gov- 
ernment of President Zia-ul Haq con- 
tinued the policy. Massive migration of 
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` onî behalf of the majority’ of Sikhs. 

The government's sólé" advantage 
now is that, irrespective of what the 
terrorists say or the statements that 
opposition politicians make for nar- 
row partisan reasons, Gandhi, at least, 
cannot be accused, as his mother was, 
of deliberately complicating the situa- 
tion in Punjab to thwart'the possibility 
of a settlement. 

He has ‘toyed with the idea of creat- 
ing a bigger Punjab by mergirig it with 
the neighbouring states of Haryana 
and Himachal Pradesh, but this merely 
triggered ‘off the countér idea of а 
Hindi-speaking Greater “Haryana, 
comprising present-day Haryana, 
Himachal Pradesh and adjoining areas 
of Punjab and Delhi. But by agreeing 
to a judicial probe into the Delhi riots, 
he has given proof of his sincerity, for 
many of his top party colleagues, in- 
cluding cabinet members, have been 
accused by the opposition of engineer- 
ing the Sikh killings. 

There have been suggestions from 
various quarters that the prime minis- 
ter should concede all the Akali de- 
mands, for, unlike the terrorists who 
would not be pacified by anything 
short of the secession of Punjab from 
India, the Akalis want a solution 
within the Indian Constitution. How- 
ever, the rival view is that a solution 
may not be possible even by conceding 
all the Akali demands, because the 
basic issue is the Sikhs' concern about 
their identity. п 
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Pathans, who now number more than 
1 million, took away private-sector job 
opportunities from Karachi muhajirs 
as well, making them resentful of the 
Pathans. In 1972, the city witnessed 
anti-Sindhi violence, and this year the 
rioting was directed at Pathans. 

“Muhajirs are the predominant dis- 
gruntled group in Karachi but by no 
means the only one,” remarked a pro- 
fessor at the city’s university. “Like 
any metropolis, the city has too many 
problems and few serious solutions. 
Quota restrictions in jobs, lack of civic 
amenities and political restrictions all 
contribute to unrest which is vented by 
way of ethnic and sectarian violence,” 
he said. 

‘All political parties joined the gov- 
érnment in appealing for calm, but 
each tried to interpret events in a light 
favourable to its political position. The 
I1-party opposition Movement for Re- 
storation of Democracy (MRD) blamed 
"the government and its repressive 
policies for creating circumstances 
conducive to violence" and condemned 
the police for insensitivity. 

"One MRD leader, Sherbaz Mazari of 
the defunct National Democratic 
Party, reportedly went to the extent of 
accusing the regime of “engineering 
the riots to take the limelight away” 
from a meeting of the MRD central 
committee, held in Karachi at the same 
time. п 
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The Muslim factor | 


At least 50 die in violence in Eastern Province, bringing a new 
area of conflict into the troubled island's ethnic problems 


By Manik de Silva in Colombo 


lashes between Tamils and Muslims 

in Sri Lanka's Eastern Province, 
part of the *homeland" the island's 
Tamil- separatists claim, has added 
another factor to the country's trou- 
bled ethnic equation. Official figures 
state that the violence, which began 
just before dawn on the day of the 
Sinhalese and Tamil New Year on 13 
April, has cost at least 50 lives and left 
more than 15,000 homeless in refugee 
camps in a province where a mixed 
population of Sinhalese (26%), Tamils 
(42%) and Muslims (32%) live. 

There have been allegations that 
police commandos belonging to the 
Special Task Force (STF), which has 
been assigned to paramilitary duties in 
the Eastern Province, insti- 
gated the violence. National 
Security Minister Lalith 
Athulathmudali angrily dis- 
missed these charges as 
“absolutely false,” but 
Home Minister Bill Devana- 
yagam, a Tamil, has gone on 
record as saving that he had 
been told the police were re- 
sponsible for some of the 
trouble. 

Foreign Minister Shahul 
Hameed, a Muslim, charged 
that “the terrorists are try- 
ing desperately to drive a 
wedge between the Muslims 
and the Tamils” in the pro- 
vince in a bid to win sym- 
pathy of the Tamils living 
there. “It is unfortunate that the age- 
old unity between the two communi- 
ties should be damaged by terrorists,” 


he said. “A great responsibility is cast | 
on the leadership of both communities | 
to defeat this strategy and protect the | 


goodwill that exists.” 

Devanayagam and Regional Deve- 
lopment Minister Chelliah Rajadurai, 
also a Tamil representing an Eastern 
Province area, saw President Junius 
Jayewardene about the situation and 
Devanayagam said that the president 
had promised an investigation into the 
origin and spread of the violence, and 
the allegations against the STF. 

According to the Muslims, the trou- 
ble was sparked off when a group of 
Muslim farmers, returning with their 
harvest of three trailer-loads of paddy 
through the Tamil village of Karaitivu 
in the eastern district of Amparai, were 
attacked and their produce plundered. 
Karaitivu and the predominantly Mus- 
lim town of Akkaraipattu took the 
brunt of the violence during which 
both mosques and Hindu temples were 





attacked, houses and shops damaged 
and a number of people killed 
Thousands of frightened villagers 
were crowding into hurriedly set-up 
refugee camps, more concerned for 
their safety than for the essentials of 
everyday living. Unarmed men 
guarded the camps and the police pre- 


| sence was limited to an occasional pat- 


rol, officials said 

While the unrest simmered and 
flared over a period of several days, 
with the Tamils getting the worst of it, 
at least in terms of deaths, efforts to 
care for the refugees were made by 
both state agencies as well as volun- 
tary organisations. Attempts were 
being made to erect temporary shelters 

















where homes once stood and govem- 
ment officials were trying to persuade 
the displaced people to return to their 
houses as quickly as possible 
Athulathmudali charged that mast 
of the troublemakers in the east had 
come to the area from Jaffna, the capi- 
tal of the predominantly Tamil North- 
ern Province where the guerillas have 
been most active. With heavy military 
deployment in the Jaffna district, te- 
gether with very severe restrictions on 
the whole civilian population inhibit- 
ing the scope of rebel activity, the 
guerillas were looking to the east as an 
easier area in which to operate, secu- 
rity officials said 
Athulathmudali said that the 
thorities hoped to make peace by en- 
abling both communities to return to 
their villages and keeping “outsiders” 
away. He said that it was inevitable 
that the terrorists would try to blame 
the police for what happened and de- 
clared that there was no trouble be- 
tween himself and his cabinet col- 
leagues. “We are united,” he said. . 
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The surge of economic liberalisation is allowing cadres 
in industry and commerce to line their pockets 


By David Bonavia in Hongkong 


7 Ё pushing forward with their pro- 


gramme of economic reform, China's 


leaders are being forced to realise that 


their society lacks an important ele- 


— ment: a business class. 


The reform, which relies on cash in- 
centives to motivate the workers more 
effectively and gives industrial mana- 


— gers greater powers than they enjoyed 


— hitherto, has enlivened the exchange of 


goods and services, especially in south 


— China. 


In a capitalist society, commercial 
activity is in the hands of people whose 
entire responsibility is marketing and 


$ purchasing. China does indeed have 


< such people, but they are ill-trained, 


—' ed a class of people 





socially despised and uncooperative at 
the lower levels. At the upper levels, 


— the cadres who run 
- their 
‘buying and selling are 


organisations' 


constantly exposed to 
the temptation to line 
their pockets at the 
expense of the public. 
The shortages and 
bottlenecks which are 
endemic to socialist 
planning have creat- 


with a stranglehold on 
roducts. As more and 
etter consumer goods 
come on the market, 
they are liable to help 
themselves first. 
Groups of Chinese 
cadres, dealing with 
each other like busi- 
ness people in capi- 
talist countries, are 


_ causing serious concern at the top. 


Party, government and even military 
officials have begun trading in state- 
owned goods through their family and 
professional contacts, and the situa- 
tion is showing signs of getting out of 
hand. 

"State officials are vested with cer- 
tain degrees of power," the Peking 
Daily observed recently, “such as ap- 
proving project proposals, issuing in- 
structions, and so on. Their positions 
and authority provide them the oppor- 
tunity to establish relations with dif- 
ferent circles and favourable condi- 
tions beyond other people's reach in 
profit-making business." 

The involvement of officials in pri- 
vate business was common in tradi- 
tional China and under the Kuomin- 
tang government, overthrown in 1949. 
One of the communists' main promises 
was that they would eliminate graft 


24 


and corruption. But their revolution- 
ary purity declined when they 
achieved the status of rulers. Those 
who still believed in the morals of the 
proletarian movement became either 
persecutors or victims in the Cultural 
Revolution. The dominant mood now is 
one of scepticism and self-protection, 
if not self-enrichment. 

The cadre class has seen the peasants 
and workers being encouraged by the 
leadership to embrace the profit mo- 
tive in the interests of productivity. 
But cadres — in the Marxist world 
view — are socially unproductive. 
They cannot claim bonuses for paper- 
work. They are beginning to regard 
themselves as the “losing-out” class. 
On the other hand, cadres in industry 
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Banquet in the making: only heroes stay away. 





and commerce have access to the con- 
trolling levers of the semi-bureaucra- 
tic, semi-autonomous status of state- 
owned economic organs, and are learn- 
ing how to use them in their own in- 
terests, and those of their family and 
their group. 


D who refuse to attend ban- 
quets or accept expensive presents 
from their colleagues in related enter- 
prises are now so rare that their exist- 
ence is reported in the national media 
as though they were a real phenome- 
non. Thus an official in a Shanghai 
suburb has been written up in the Peo- 
ple's Daily as something of a hero be- 
cause he declined such benefits. 
Another source of abuse among 
cadres is the building or illegal occu- 
pation of domestic premises. In Hunan 
province last year, nearly 4,000 party 
members were evicted from their 
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other dodge is bute 
work clothes free to the labour force, 
and charge ai to expenses, doubtless 
with a kic ek from the textiles firm 
to the buying unit's head. A single fac- 
tory in Changsha, Hunan, was forced 
by state organs to return Ктр 700,000 
(US$248,000) worth of textiles. 

The most serious problem concern- 
ing the present wave of speculation is 
that it gives ammunition to the Maoist 
conservatives in the party and army 
who still resent the reforms being pro- 
moted by elder statesman Deng Xiao- 
ping and the go-ahead Premier Zhao 
Ziyang. Deng and his men-consider the 
graft problem to be a temporary 
phenomenon which does not cancel out 
the real achievements and importance 
of the reform (which is hardly off its 
feet yet in industry). 

The Peking Guangming Daily has 
summed up this problem: "Under the 
pretext of ‘enlivening the economy,’ 
some party members and cadres spend 
state and collective materials freely, 
give dinners for relatives and friends 
as they like, and issue bonuses at will. 
Taking the opportunity of party rec- 
tification and wage- 
system reform, some 








party members and 
cadres give promo- 
tions to whomever 


they like.” But in this 
case the argument is 
that “we must not be 
over-cautious in re- 
forms because of such 
negative factors." 
Other official com- 
mentaries are less op- 
timistic, and call for a 
slower speed in the 
reform movement to 
avoid such undesirable 
effects. 

A major problem in 
- south China is the inci- 
^ dence of smuggling. It 
anwa | is not that high-rank- 
ing cadres would neces- 
sarily involve themselves in such petty 
crime, but the rising expectations of 
the Chinese consumer make it inevita- 
ble that luxury goods from Hongkong 
and elsewhere will find their way into 
the Chinese market to satisfy those ex- 
pectations. And if the cadre class can- 
not increase its income from legitimate 
sources, it can at least obtain access to 
smuggled goods. 

In Canton in March, a special exhib- 
ition of smuggled goods was visited by 
local leaders and even a State Council 
minister from Peking, before being 
opened to the public. It was an extra- 
ordinary event: the display of desira- 
ble consumer goods to people who 
could have little hope of access to 
them, and perhaps had never even 
known that some of them existed. In 
the Chinese phrase, this is surely 
“looking at peach trees to slake one's 
thirst." u 
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THE RIGHT STUFF 


For centuries, textiles have been the very stuff of history. 
Wool powered England to commercial prosperity. Cotton 
shaped the destiny of the United States. Japan’s current 
industrial might owes a continuing debt of thanks to silk. 
And helping many a modern exporter along the way 
to success has been ScanDutch. We provide the container 
transport they need, sailing to more destinations in Europe 





than anyone else. Our regular and reliable service also 
helps manufacturers trim their shipping costs substantially 
- inventory expenses, interest charges, insurance pre 
miums and much more. For the stuff you need in transport, 
call ScanDutch. History will prove you right 


ScanDutch $ 


WHERE GARMENTS GO 15T CLASS 


Many happy returns. 
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LE RAFFINEMENT: 
THE STYLE AND ELEGANCE THAT IS MERIDIEN 


At over 40 Meridien hotels 
around the world you can 
experience what we proudly call 
Le Raffinement. 
ASIA/PACIFIC: Hong Kong, 
Hong Kong/ Airport, Singapore, 
Changi/Singapore, Tokyo and 
Colombo. 

THE AMERICAS/CANADA: 
New York, Boston, Houston, 
Los Angeles/ Newport Beach, 


For reservations, contact your travel agent or phone: 





Bahia and Martinique. 
EUROPE/MIDDLE EAST: 
Paris, Lyon, Tours, Abu Dhabi, 
Athens, Milan, Porto, Lisbon, 
Tunis, Lattakia, Palmyra, Nice, 
Damascus, Al Khobar/Dhahran, 
Cairo, Baghdad, Mohammedia, 
Jeddah, Sharjah , Kuwait and 
Khartoum. 
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San Francisco, New e \ ROSY, 
Montreal, Rio, Guadeloupe, Ў 


AFRICA: Brazzaville, Douala, 
Gisenyi, Kigali, Luanda, Dakar, 
Port Gentil, Mauritius and 
Reunion, 

You can also look forward to 
experiencing Le Raffinement in 
Vancouver, Delhi, Taipei, 
Aleppo and Cairo/ Heliopolis. 


Hong Kong 3-669996, Singapore 733-2878, Australia 235-1174 (Sydney) 


008-221-307 (Inwatts), Tokyo 03-475-1511, Osaka 06-201-5161, Sri Lanka 544544, Bangkok 234-7877, Manila 815-4946, Seoul 
755-8945, Jakarta 670-016, Taipei 752-0504, Kuala Lumpur 485-738. 


THE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 


TRAVEL COMPANION OF AIR FRANCE 












e report that Mrs | 


Shim Myongs au 

Review's Seoul bureau chief Shim 
Jae Hoon, has been elected: Korea’s 
Woman of the Ye award given 
annually by. a women's magazine 
groupes the selection made by a com- 





d was ы үн ар- 
f the néwspaper's 
cultural page- — the first time a 
woman had been appointed to such a 
senior position in journalism. She 
“used to lecture in journalism at Il 
Нуга University and is active in vari- 
óus groups devoted to such causes as 
improving the lot of Korean women. 
The citation mentioned her work in 
‘this field and also praised her column. 
Her husband is obviously pleased 
гапа proud, though somewhat embar- 
rassed in Confucian fashion by the 
publicity his wife has received which 
"has resulted in some‘friends now ad- 
dressing him as. Mr Chang, his wife’ S 
maiden пате.  , 

9 ALTHOUGH this region boasts 
many of the best hotels in the world, 
ady to welcome the traveller with 
xurious rooms, superb food and 
thoughtful service, too many estab- 
lishments have proved to be death 
traps when fire breaks out. Several of 
my friends and acquaintances whose 
jobs take them around the capitals of 
East Asia are making their hotel re- 
servations with much greater care 
and, with images of Towering Infer- 
nos on their minds, are now insisting 
on occupying rooms on the lower 
floors of multi-storey buildings. 

Some claim that they are cutting 
down on the amount of wining and 
dining they indulge in, fearful of a 
heavy sleep, undisturbed either by 
smoke or by inadequate alarm sys- 
tems. Once booked in, they aretaking 
a much closer interest in fire exits, 
the locations (and standard: -of 
maintenance) of hosepipes and fire 
extinguishers. Others are avoiding 
hotels altogether, seeking to stay in- 
stead at service apartments or with 
friends. 

The latest hotel fire, in a 15-storey 
hotel in Harbin in northeastern 
China, in which 10 guests died, stir- 
red memories of conflagrations in 
Tokyo, Seoul, Taipei and, of course, 
Manila where vicious arsonists add to 
the normal level of danger. 
€ TWO readers have sent me 
macabre communications from Man- 
ila. The first enclosed an excellent 
“step-by-step guide issued by the 
. Silahis International Hotel on Roxas 
^ Boulevard. It is worth summarising. 
he brochure points out that sur- 





































ek in: familiarise your- 
scape routes, walking 
down the corridor to find. the fire 
exits, making sure that. the doors 
open and that the stairways are clear. 


‚ Count the doorways and other fea- | Hotel, which six weeks prévic 
„tures between your room and the 


exits: in a, fire the corridor may be 
dàrk or füll of smoke and you'll need 


| to know your. way as you crawl to- 


wards escape (smoke and fumes rise, 
so always-ctawl). Locate the nearest | 
fire alarm and check how to use it. 
Get to know the layout of your room, 
‘including the windows (do they open 
on to a possible escape гоцїе?). Al- 
ways keep your room key handy and 
takeit with you in an emergency (you 
may need it to get back into your 
room if escape routes are blocked). 
In the event of a fire, grab your key 
and make:for the door, crawling if 
there is smoke in the room. Feel the 
door with your hand and ópenitonly 
if it is cool. If everything is clear, use 
the fire escape to reach the: ground 
floor (don't use the lift). If fire or 
smóke is dense at lower levels, return 


4 апа walk up to the roof. 


Here occurs the one passage I 
would take issue with: "When you 
reach the roof, prop open the door to 
vent stairwell and protect yourself 
ng locked out while you wait 
for help." Fire-prevention experts 
agree that open doors create chimneys 
which help fires to spread: fire doors 
should be shut, not propped open. 

If you can't leave your room, open 
the window (don't attempt to jump 
from anything higher than the second 
floor). Hang a bedsheet from the win- 
dow to signal your presence (only use 
Sheets to climb down if you can an- 
chor them and knot them together 
securely). Turn on extractor fans and 
fill the bathtub. Wet towels and 
Sheets, using some to prevent smoke 
from seepitig in around doors or win- 
dows and others as a hood for your 
head. Cover your face with a wet 
towel if you look out of the window so 
as not to inhale smoke from lower 
storeys. 

Finally, few people are actually 
burned to death in a fire: most die 
from smoke, poisonous gases and 
panic. And it's a good idea to pack a 
flashlight. 
€ AFTER all this good advice, the 
macabre touch came when Silahis 
Hotel signed itself off with its logo: 














































But Frank Scaife, a Manila re 
dent, suffered an even more g 
jest. He i 





Metro Manila by Reliable Ex 
Services. It came from the Re 
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on St Valentine's Day — had su 
a tragic fire (26 dead). The br 
advertised various of "Li 

Pleasures" which the Regen 
fered to mark the festival of 1 
patron saint of lovers. Part of 
brochure read: 









































Rekindle the romantic flame of Jove 
Valentine's Season al The Regent and 
t to shine and glow with our Valentine off 
eer February 7 to 14. 





€ A FILIPINA, Gemma Cruz Guer 
rero, writes from Mexico City, where 
for several years she taught English. 
She encloses а cutting from Mexico 
City's paper The News and a 
me that Cherizola was not one of her 
pupils: 


"SPEAKS ONLY — 
581-20-56 MR. СЕООА 


@ HONGKONG is one of the worl 
many export-orientated manu 

turing economies greatly disturbe 
by the surge of protectionist señ 
ment in the United States and in. 
particular by the recent unila 
measure to limit textiles imports by 
country-of-origin means. Sadly, the 
conclusion seems to be that the rest 
of the world will have to learn to 
live with — and, expensively, to man- 
ipulate — Washington's ludierous | 
lobby system, in which highly paid 
representatives of special interests 
buttonhole and entertain con- 
gressmen and others in order to influ- 
ence thinking and voting en Capitol 
Hill. | 

The decision was reached in Hong- > 

kong at a recent meeting io which | 
several of the territory's overseas | 

representatives were summoned. for 
the discussions which took place in 
the chamber of the Legislative Coun- 
cil, The seriousness with which the 
Hongkong Government viewed the 
situation was evident from a misprint 
in the notices marking the plac 
served for those running the mi 
abroad: 


























О TERZANT 


Ву Paul Quinn-Judge in Bangkok 
A By March 1975, the 
regime of then 
South Vietnamese 
president Nguyen 
Van Thieu was los- 
ing about a pro- 
vince a day to 
Hanoi's communist 
forces, which were 
Saigon in their final 
“thrust of the war against the rapidly 
disintegrating million-strong Army of 
the Republic of Vietnam. Neither side 
could believe what was happening. 
One National Liberation Front (NLF) 
activist, listening to the clandestine 
Liberation Radio battle reports, told 
"this writer at the time: “They're col- 
lapsing so fast we can't keep up with 
“them.” 
Today, it is hard for many in the 
South to remember the euphoria that 
the communist guerillas there and 
their leaders must have felt during the 
weeks and days before the victorious 
march into Saigon, now Ho Chi Minh 
‘City. So much of Vietnam's history 
“since then has been a grim struggle for 
“subsistence. 
- But the euphoria had far-reaching 
consequences. The rapidity of the vic- 
tory confirmed the confidence of 
Hanoi's leadership in its own infalli- 
bility. It reinforced its belief that the 
world was going through a period 
when, as Vietnam Communist Party 
Secretary-General Le Duan told the 
fourth party congress in. December 
1976: "World revolutionary forces are 
on the offensive." And it probably 
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Tanks roll down Tu Do Street, Saigon, 1975; victory parade in Da Nang, 1985: 


noi's bitter victory | 





strengthened the hand of those in the 
leadership who wanted to tackle the 
socialist development of Vietnam with 
a speed and daring to equal the final 
campaign of the war. 

The result of this over-confidence 
was chaos and near catastrophe for the 
country. As it embarked on an ambiti- 
ous programme of political and struc- 
tural change, the leadership stressed --- 
correctly — the defeated South's de- 
pendence on foreign aid. But it under- 
estimated the difficulty of breaking 
that dependence, and it ignored the 
fact that the North had also been de- 
pendent on foreign aid since 1965. It 
also overlooked the fact that it had 
neither the managerial expertise nor 
the political strength to carry the 
changes through. 

The post-war history of Vietnam can 
be roughly divided into two periods: 
the disastrous 1976-80 five-year plan 
which almost brought the country to 
its knees and, after a year of debate, the 
slow efforts to recover. 

The decision to reunify the old 
North, the Democratic Republic of 
Vietnam (DRV), and the defeated 
South was taken at a meeting of the 
central committee held in the hill re- 
sort of Dalat in the summer of 1975. It 
was formally presented to southerners 
at a political consultative conference 
on national reunification held in 
Saigon that November, 

Truong Chinh, then only a politburo 
member and now chairman of the 
State Council, who led the DRV dele- 


gation to the conférence, admitted that 








مک ت ت کټ بای م USE‏ 








the euphoria has faded fast. 










the two parts of the country were in 
different stages of their revolution. 
The North, he said, was building so- 
cialism, while the South had not yet 
completed an earlier stage — national 
democratic revolution. Did this mean 
that reunification should wait until'the 
South had caught up, Truong Chinh 
asked conferees rhetorically. "I think 
that is not necessary," he concluded. 
The use by a Vietnamese leader of 
the first person singular in reference to 
a major policy decision is rare, but in 
this case it may have been deliberáte. 





Truong Chinh is thought to have been 
the main force behind both immediate 
reunification and the wildly ambitious 
economic policies that followed. 


ietnam would progress “rapidly, 
vigorously and firmly” to sócial- 
ism, the fourth party congress was 
told. The emphasis was on speed. The 
country would move rapidly from 
small-scale production to large-scale 
socialist production. Over two decades 
it would become an industrialised na- 
tion. Major industrial projects would 
receive, priority over the first four 
yeats, | 
And by 1980, Vietnam would be pro- 
ducing 21 million tonnes of rice annu- 
ally; capitalism would.be abolished in 
the South, and agriculture would be 
collectivised and mechanised. One 
million hectares of virgin lands would 
be opened up, and the country’s mines 
would be producing 10 million tonnes 
of coal. These were minimum targets, 














the leaders sald. 





NLF activists must have been sur- 
prised by the speed of reunification: at 
the end of the war, in Saigon, they were 
talking of a more gradual growing to- 
gether of Vietnam’s two segments. 
Some party members voiced their mis- 
givings about the speed of the changes. 
They said that northern 
socialism was not yet at- 
tractive enough, that its 
trading system was not 
yet strong enough to com- 
pete with southern capi- 
talism and that hasty re- 
unification would lead to 
a decline in the South's 
economy. Their reserva- 
tions, given no publicity 
atthetime, wereignored. 

The economy went into 
a disastrous downward 
plunge. While the popu- 
lation was growing by 
more than 2.5% a year, 
food production was de- 
clining. In 1976, Vietnam 
produced 13.5 million 
tonnes of grain; in 1977, 
12.5 million, and in 1978, 
12.2 million. By 1980, it | 
had crept up only to 14.3 





| Saigon, 1975; Ho Chi Minh City, 1984: a history of chaos. 


cards or a roof over their 
heads, was preferable to 
the zones. 

China's cancellation 
of aid — worth an esti- 
mated US$300 million 
annually and the 
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tural cooperatives 
would provide a 
fund of both prae 


tical experience 
and trained man 
agers for the South 
In practice they 
were in no position 
to do so Then 
track record since 
1965, when Hanoi 


threw all its weight 
behind the war ef 











million tonnes. 


Collectivisation in the South was 
chaotic. More than 13,240 production 
teams — necessary in the first stage of 
collectivised agriculture, working an 
average of 30-50 ha each — were 
set up in 1979. Almost 10,000 
them had collapsed by the next year 
The plans had been poorly conceived, 
official publications later noted, and 
executed by compulsion rather than 
persuasion. 

Many explanations were advanced 
for the failures. Official analyses of the 
problems routinely cited natural dis- 
asters — especially the floods of 1977- 
78 — and aggression from China and 
Cambodia along those countries’ 
borders with Vietnam. But the floods 
were not the reason that peasants in 
the South's Mekong Delta were work- 
ing only 100 days a year, and they were 
not the only cause of low yields. Unat- 
tractive government prices for crops, 
the confusion of collectivisation and 
the heavy-handedness of the cadres 
implementing the programme all 
played their part. 

Khmer Rouge attacks on Vietnamese 
settlements near the Cambodian bor- 
der did indeed bring the development 
of some new economic zones (NEZs) to 
a halt. But the NEZs were in deep trou- 
ble before then because of inadequate 
planning and miserable conditions in 
the new areas. In 1975-76, more than 
400,000 people were sent from Saigon 


to NEZs. A few months later, officials | 


now admit, almost 60% of the settlers 
had returned to the city. It seemed that 
life in the city, even without ration 
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withdrawal of Chinese advisers in 
mid-1978 had an undoubted effect on 
the economy. So did the Chinese inva- 
sion of February. 1979 to teach 
Hanoi a "lesson" for invading Cam- 
bodia the previous year. Fertiliser 


| spread." The w 


production has yet to recover from the | 
destruction of the country's only apa- | 


tite mine during the invasion. But 
once again this was not a root cause of 
economic failure. Economic develop- 
ment had all but ground to a halt by the 
time relations with China had deterio- 
rated. 


and the leadership. The 1976-80 

plan was more of a wish list than 

a practical blueprint for develop- 

ment: its relationship to reality was 
tenuous. 

The picture of the North that Truong 

Chinh painted for his southern audi- 


T: main problem lay with the plan 





ence at the political consultative con- | 
| Tung, added to the list of problems of 


ference was one of political and social 
dynamism: “Marxism-Leninism — the 
apex of human thought — is playing a 
leading role in society and the socialist 
culture, imbued with a national and 
popular character, is expanding. New- 
type socialist. men imbued with 
patriotism , and proletarian inter- 
nationalism, and, with socialist virtues 
[love for productive work, respect of 
publie property, class love and the 
spirit of socialist cooperation] are in 
the making.” 

The true picture was one of economic 
stagnation and managerial incompe- 
tence. In theory, the DRV's agricul- 





HUBERT VAN ES. UPI fort, was misera- 

J bk 
"Economic effectiveness [in 1965- 
75] was low. Corruption, drinking 
lack of democracy was quite wide 


was Le Due Tho 
then and now an influential politburo 
member, giving a long account of his 
travels in two northern provinces in 
July 1982. The ordinary people were 
very unhappy with this state of affairs 
Tho continued, it suppressed many 
of their concern$®ecause of the war ef 
fort 

The situation had not improved after 
the war, he added. Output had stood 
still. And while Truong Chinh spoke in 
1976 of Marxism-Leninism's “leading 
role" in the North, Tho's observations 
suggested that individualism the 
northern cooperative was still strong 
Output on the peasant's family plot, h 


remarked, was often twice that of th« 
collective 

Speaking at about the same tim: 
another senior party leader, Hoang 


northern agriculture. Between 1965 
and 1975, he said, management of 
cooperatives had been disrupted by the 
war effort. Initiative declined, depen 
dence on senior leaders grew, and so 


did bureaucracy and arbitrary be 
haviour, he said 

The main reason that the economy 
did not suffer seriously during these 
years, both men agreed, was foreign 
aid. Estimates of the socialist bloe’s 


wartime assistance, said by Tho to be 
virtually all in grant form, ranged from 
US$270 million to US$1 billion annu- 
ally. A steady supply of agricultural 
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machinery, oil, gasoline and chemical 
fertilisers cushioned the inefficiency 
and incompetence of the cooperatives. 
It also allowed Truong Chinh to speak 
in rosy terms of the DRV's achieve- 
ments. 

The situation was even worse in the 
defeated South. Here the party lacked 
basic political cadres as well as mana- 
gers. Economic aid during the last 
years of the war had averaged about 
US$1.6 billion a year — more than 70% 
of the national budget. More impor- 
tant, though less noticed at the time, 
was the spread of consumerism during 
the war. About half the US aid — 
US$700-800 million annually — had 
been spent in Saigon. Much of the rest 
had been spent in other major southern 
cities such as Da Nang, Qui Nhon and 
Can Tho. 

Life had changed little for the pea- 
sant in the more remote areas of the 
countryside, but enough of the US aid 
had trickled down to the urbanised 
southern Vietnamese and improved 
their life somewhat — a Honda motor- 
bike, a sewing machine, a TV set or a 
refrigerator might have been within 
some people’s means then, and these 
purchases made them hope for more. 
By the end of the war, a disproportion- 
ate part of the South was urbanised. 

In retrospect, it would seem that the 
South's propaganda about the poverty 
of communism, not the garish stories of 
bloodbaths, was the most effective. 
When this writer returned from a brief 
period of captivity by the NLF in 
1974, the first and most persistent 
questions from local people in the cen- 
tral province of Quang Ngai touched 
on living conditions, not torture. Did 
people have enough to eat; was life 
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tough in the liberated zones, they 
asked. 

When the economy started collaps- 
ing in the late 1970s, it seemed to many 
urban or rural southerners that the 
predictions of hardship were coming 
true. One of the most common reasons 
given for leaving the country by Viet- 
nam's boat people — the hundreds of 
thousands, mostly southerners, who 
have fled the country since the com- 
munist takeover was simply that 
they had "no future" in Vietnam 

The party was ill-prepared to handle 
the complexity of the South. Its south- 
ern wing had sustained enormous 
losses overthe 20 years prior to Hanoi's 
1975 victory. First, thev anti-com- 
munist campaign of the late president 
Ngo Dinh Diem in the late 1950s had 
all but destroyed the southern wing's 
underground. 

Then, during the 1968 Tet offensive, 
party members in the urban areas sur- 
faced too early, leaving themselves ex- 
posed when the fighting receded to the 
countryside. The CIA's Phoenix pro- 
gramme (page 40) had also taken its 
toll of the party's infrastructure in the 
South. 


he party structure! in Saigon 
T suffered particularly severe losses 
in the years prior to 1975. By the 
end of the war, it had been reduced 
to 400 members. The population of 
the city was then about 3.5 million. In 
contrast, at the end of the war against 
the French, in 1954, the party had al- 
most 3,000 members in the city which 
at the time was about half its size in 
1975. 
The old revolutionary stronghold of 
Go Vap, on Saigon's northern out- 












skirts, was prob- 
ably best placed, 
with 140 party 
members to ad- 
minister 250,000 
people. The case 
of one inner city 
area, District 6, 
was probably more typical: it could 
muster only six party members for 
225,000 people. 

By 1975, few of the surviving party 
members had skills which were rele- 
vant to the new period. One sub-dis- 
trict reported plaintively to the Ho Chi 
Minh City leadership: "Although the 
village's five party members had ma- 
tured in the struggle against the US, 
their level of education was low.and 
they had no experience in administra- 
tion." 

Others who returned later were 
similarly ill-equipped. The influx of 
new revolutionaries after the victory 
was a mixed blessing. They swamped 
the old revolutionary organisation: the 
head of Ho Chi Minh City's first) dis- 
trict later noted that 95% of City's 
party and mass-organisation member- 
ship had joined up after 30 April 1975. 

Through malice, political inexperi- 
ence or a desire for personal gain they 
frequently caused more trouble than 
good. By the late 1970s the party or- 
ganisation, at least in Ho Chi Minh 
City, was re-assessing all members who 
had joined after 1974. 

Northern specialists were sent to the 
South to help with administration — 
particularly economic management 
and, it seems, the police. A reasonable 
estimate of the number of specialists 
would be 20-25,000..But it was the 
rump of the wartimé&party that had to 
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Soldiers strolling in Can Tho City; 
cinema billboards in Ho Chi Minh City; 
Tai Chi exponent: willing to defend the country. 


shoulder the responsibility of carrying 
out the transformation of the former 
southern capital. 

They were not very successful. A 
major campaign to eliminate capitalist 
trading in the city in early 1978 failed 
Five years later, the party was forced 
to admit that the number of rice mer- 
chants in the city had actually in- 
creased since 1975. The drive further 
alienated the ethnic Chinese commu- 
nity, 80% of whom, according to offi- 
cial figures, signed up to leave the 
country later in 1978. 

The lack of cadres was such that the 
new government could barely control 
the South, let alone transform it. This 
realisation, coupled with the degener- 
ation of relations with China, seemed 
to lead to an increasingly hard line on 
security. 

Former NLF activists in the cities 
complained privately that old cadres 
did not fully trust them. Former mem- 
bers of the radical non-communist op- 
position to Thieu were gradually si- 
lenced, and the last non-government 
daily newspaper, Tin Sang, was finally 
closed. 

Officers and officials of the defeated 
regime, ordered in 1975 to report for a 
period of re-education and told that it 
would not last more than three years, 
are still being held. The French and 
successive southern regimes held poli- 
tical prisoners even longer. Hanoi, 
however, denies that its detainees are 
political prisoners. 

Moreover, the new socialist men of 
whom Truong Chinh spoke had less ef- 
fect than expected on the “decadent” 
South. The southern lifestyle, in fact, 
showed a disconcerting tendency to 
move North. “The decadent culture 
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and outlook fostered by the US-Thieu 
regime is one of the most pernicious 
and dangerous vestiges of the old re- 


gime," one party ideologist warned 
cadres in 1980. 

Not everyone was so alarmist: “Our 
young conscripts now have long hair 
and wear blue jeans," an army officer 
told the REVIEW two years ago, "but 
that hasn't influenced their willing- 
ness to defend their country." 

By 1979, the central leadership was 
ready to concede a crisis, even if they 
could not agree on a solution. But 
paradoxically, it may have been the 
Cambodia issue that finally forced 
them to address their economic prob- 
lems. It is arguable that without 
Hanoi's invasion of Cambodia there 
would have been no economic reform 


anoi had stuck to the course 
H^ through the disastrous 
years of 1977-78. Without the 
prospect of a long-term military in- 
volvement in Cambodia, it might have 
been tempted to tough it out at home 
The sixth plenum of the central com- 
mittee met in September 1979. It ini- 
tiated a major re-assessment of the 
1976 fourth party congress' economic 
strategy and recommended far-reach- 
ing changes — greater initiative for 
local planners; the lifting of some re- 
strictions on the open market and 












material incentives for peasants and 
workers 

The most important of these was the 
contract system, which allowed peas- 
ants, and later workers their 
surplus either on the open market or at 
preferential prices to the government 


to sell 


In one wav, the plenum was an effort 
by the central leadership to catch up 
with the grassroots. In the late 1970s 


some provinces had begun to introduce 
their own under-the-table contracts in 
an effort to encourage production 

f Vinh Phu 
initiated the con- 


The northern province 


which seems to have 





tract system in 1976-77, was one of the 
earliest proponents of contracts. But 
the new policie s are most closely as- 
sociated with Vo Van Kiet, party sec- 
retary of Ho Chi Minh City in the late 
1970s and now deputy premier and the 
country’s planning chief 

The spontaneous adoption of con- 
tracts clearly showed that some grass- 
roots party organisations were ques- 
tioning the wisdom of the central 


leadership. Party organisers in the 
South during the war years were par- 
ticularly adept at doing this. Their dis- 
tance from the North made them look 
to their own initiative. And certain de- 
cisions of the central leadership, such 
as the strategy in the South in 1954-59, 


had shaken their confidence in the 
centre's infallibility 

The southern attitude was perhaps 
best summarised by a comment in a Ho 
Chi Minh City party document: “We 


must strive resolutely to correctly im- 
plement correct politburo resolutions, 
while informing the politburo of the 
actual situation so that it may lead us 
more accurately 


Support for the new policies was by 
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Мане p more ege 'year. Then in 
— April 1982, the policies received offi- 
cial party blessing at the fifth congress. 
The tone of this congress, however, 
— was sharply different from the previ- 
— . eus one. Duan, apparently ailing, was 
unable to read his full report, and some 
of the most prominent members of the 
old guard, including the great war hero 
Gen. Vo Nguyen Giap, stood down. 
_ And the congress itself had been de- 
uet by debates and divisions within 
- the party, brought about, it seems, by 
- the economic debacle. 

— The leadership admitted to mistakes 
| inits previous assessment of the situa- 
tion, its planning and its implementa- 
— tion of policies. It admitted to “subjec- 
- tivism and haste" in thesetting of some 
7 _ development and construction targets. 
— Tt did not, of course, allocate indi- 
vidual blame. But Nguyen Khac Vien, 
- one of the party's best-known publi- 
- cists, had come close to naming Truong 
| Chinh in a letter distributed shortly 
before the congress. 

- And the nature of mistakes once im- 
puted to the land reformers of 1956 and 
the architects of 1976 bore a close simi- 
- larity. Both groups admitted “haste” 
and "subjectivism." In 1956, the or- 
— ganisers of land reform were accused 
` of being out of touch with reality; in 
| 1982, the leadership admitted to an in- 
— correct analysis of the situation. 























policies is far from over. For sup- 

porters of the changes, they are 

the logical reaction to the govern- 

—  ment's inability to mobilise enough 

capital or natural resources to improve 

living standards. One reason that the 

| government cannot mobilise resources, 

` of course, is because of its lack of 
` trained cadres. 

And this is the reason another still- 
significant segment of the party is sus- 
© picious of the policies. Any improve- 
— ment in production which escapes the 
Ж government’ s control, the opponents 
— A argue, 


3 B: the debate over economic 
a 


is a political threat: it will 

— strengthen the hand of private 

= capitalists, the immediate ideological 
enemy. 


— Reformers counter that domestic 
Capitalists аге no longer any threat; 
С opponents of the reforms disagree. The 
reformers do, however, seem to be 
—— gaining an increasing amount of sup- 
port from Duan. 

_ The irony of the debate is that it is 
— being waged on ideological rather than 
practical grounds. The economy has 
improved markedly since 1982, but the 

x improvement is only relative. Popula- 
- — tion growth is still outstripping food 

] production, and the rice harvest is still 
К extremely susceptible to the elements. 
The planners speak of major improve- 
ments by the end of the decade, but for 
the moment the struggle for subsis- 
tence goes on. п 








The Soviets cash їп 
on the rift with Peking 


“The restoration 
and consolidation 
of solidarity within 
j the socialist system 
and the. interna- 
tional communist 
movement ... is of 
extreme impor- 
tance,"  Vietnam's 
leaders stressed at their fourth party 
congress in December 1976. At the 
time there were some hints of problems 
with Peking, notably the conspicuous 
absence of a Chinese delegation at the 
congress, but no sign that the next few 
years would see Vietnam firmly in the 
socialist bloc and at war with China. 

Relations with China, soured by Pe- 
king's rapprochement with the United 
States, collapsed when the Chinese 
took Cambodia's side in Vietnam's 
next war — its border conflict with the 
Khmer Rouge. In 1978, ethnic Chinese 
in northern Vietnam — exempt from 
military service during preceding wars 
and enjoying some degree of protection 
from the Chinese Embassy in Hanoi — 
became restive and started to leave for 
China. Peking accused Hanoi of perse- 
cuting them, cut off aid and withdrew 
Chinese technicians from Vietnam. 

In fact, some Chinese refugees in 
Hongkong later told this correspon- 
dent, the first wave of departures had 
been instigated by the Chinese Gov- 
ernment. "Peking mobilised a number 
of patriotic Hoa [ethnic Chinese] to 
return to the motherland," one ex- 
plained. A second wave, however, 
was stimulated by Hanoi: Vietnamese 
officials gave the Chinese a choice be- 
tween moving to an unspecified and, in 
some cases, a mildly menacing area 
outside Hanoi, or leaving the country. 
Most, as Hanoi undoubtedly intended, 
chose the latter. 
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Until 1978, Hanoi's relations with 
Moscow were close but not intimate. 
Vietnam initially resisted Soviet ef- 
forts to obtain a Soviet-Vietnamese 
friendship treaty and to persuade 
Hanoi to upgrade its observer status in 
the Soviet-bloc Council for Mutual 
Economic Aid (Comecon) to full mem- 
bership. The Vietnamese also refused 
the Soviets military base rights at Cam 
Ranh Bay and Da Nang. 

But Hanoi began to warm to Soviet 
advances in 1978, especially in the sec- 
ond half of the year when relations 
with China had reached a crisis point 
and Hanoi had decided to overthrow 
the Khmer Rouge regime in Phnom 
Penh. In June of that year, Hanoi 
joined Comecon, and in November the 
friendship treaty was signed. Then, 
after the Chinese invasion in February 
1979, port visits by Soviet warships 
began to increase. Now, the US claims, 
Cam Ranh and Da Nang are de facto 
Soviet bases. The latest reported addi- 
tion to Soviet military strength. in 
Vietnam is a squadron of MiG23 fight- 
ers, 

The Soviets have benefited enor- 
mously from the relationship — they are 
now a political power in a region 
where, until a few years ago, they were 
relatively insignificant. These benefits 
will probably make them think twice 
before sacrificing relations with Hanoi 
in favour of improved Sino-Soviet ties. 
However, they have paid a price for 
their friendship with the Vietnamese 
— about US$1 billion a year and a lot 
of frustration at what they say is 
Vietnamese mismanagement of Soviet 
aid. 

But for the time being both sides, 
though not totally comfortable in the 
relationship, are satisfied with it. 

ee OON DOE 
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Le Duan: The Viet- 
nam .Communist 
Party secretary- 
general, who is cur- 
rently being pro- 
jected in a series of 
Nhan Dan articles 
as the architect of 
the 1975 victory in 
the South against the United States— 
backed Saigon government. The series 
also portrays Duan as the dominant 
figure in Vietnamese communist his- 
tory since Ho Chi Minh, and some ob- 
servers believe Duan may ultimately 
.come to be viewed as Ho's spiritual 
successor. 

Duan is the only top Vietnamese 
leader to have worked in the northern, 
central and southern regions of the 
country, and in rural as well as urban 
areas, during his years as a political or- 
ganiser. 

He first surfaced in party histories in 
1931, only a year after the Indochinese 
Communist Party was formed. Later 
that year, Duan was arrested by the 
French colonial authorities in connec- 
tion with his propaganda and training 
activities in the North. He was released 
in 1936 and began organising railway 
workers. Soon after, he was moved to 
the old imperial capital of Hue, in cen- 





victo 









tral Vietnam, and in 1939 he moved | 


south where he spent most of the next 
16 years. 

Duan was arrested in Saigon soon 
after his arrival and was not released 














from prison until 1945. After his re- 
lease, he was placed in charge of the 
party regional committee for the 
South, but was soon called back to 
Hanoi where he argued for armed 
struggle, rather than a political solu- 
tion, with the French. He then moved 
back and forth among the country's re- 


gional committees during the war | 


against the French and later with the 
US-backed Saigon government. 
Le Duc Tho: The politburo's man 


on the spot during the Ho Chi Minh | 


offensive, which ended with Hanoi 


in control of the whole of Vietnam | 


in April 1975. Tho was Duan's deputy 
in the south during the war against 
the French and, more recently, has 
been known to stand in for Duan 
when the latter has been ill or travel- 
ling abroad. He is currently head of 
B68 — the special Vietnam Communist 
Party Central Committee section in 
charge of Cambodian affairs — in ad- 


| dition to a number of other important 


positions. 
Tho arrived at the Ho Chi Minh cam- 


Duan; Tho; Dung: dominant figures. 





paign headquarters on 7 April 1975 on 
a motorbike. One of his brothers, Mai 
Chi Tho, was at the time a senior 
member of the communist under- 
ground in Saigon. Another brother, 
Dinh Duc Thien, was a deputy com. 
mander in charge of logistics for the 
final attack. Characteristically, one of 
Tho's first acts when Saigon surren- 
dered was to write a poem, discreetly 
dedicated to Duan 

Van Tien Dung: Commander of the 
Ho Chi Minh campaign. A northerner 
from a working-class background, he 
is famous inside the party for with- 
standing 40 days of torture before es- 
caping his French colonial captors in 
1944. He is creator of the so-called 
blooming-lotus tactic — capturing an 
enemy position by striking first at its 
nerve centre, then fanning out to mop 
up secondary positions. The tactic was 
made famous in part by Dung himself 
in his memoir of the Ho Chi Minh cam- 
paign, The Great Spring Victory 

Not all Dung's colleagues ap- 
preciated the tactic. Tran Van Tra, one 





... and the war 
that still 
goes on 


Although there were 
reports of heated 
debates in Hanoi 
4 before the Vietnam- 
ese invasion of 
Cambodia in De- 
cember 1978, the 
Cambodia policy 
since then appears 
to have been unaffected by the coun- 
try’s continuing domestic policy de- 
bate. Both supporters and opponents 
of Vietnam's present economic poli- 
cies, for example, seem to regard Cam- 
bodia as a vital security issue. 
Initially, at least, it did not seem a 
particularly expensive policy. The 
Soviets provided fuel and military 
hardware. Vietnamese troops live 
without luxury and are paid next to 








nothing. and the Vietnamese economy 
would probably have been unable to 
absorb much of the aid which the non- 
communist world cut off after the in- 
vasion. 

Some Western observers suggested 
that the diversion of manpower from 
civilian reconstruction to the army 
would further damage the economy. 
But the Vietnamese economy had just 
about hit rock bottom in 1978, un- 
employment was widespread and, in 
Ho Chi Minh City alone, 100,000 young 





people were coming on to the job mar- | 
ket each year. The jump in conscrip- | 


tion — partial figures from the South 


suggest that the number of young men | 


drafted annually doubled in 1977-79, 
though ethnic Chinese’ were still 
exempt — may have been viewed by 
the leadership as a relative advantage. 

It not only took the unemployed off 
the streets, but it gave them a greater 
ideological exposure than they would 
have received in civilian life. Most 
young soldiers seem to be members of 
the Vietnam Communist Party (VCP) 
youth group: In civilian life, members 





of the group are still in the minority, 
and about 60% of new VCP members 
come from the armed forces 
Problems, however, were not slow in 
developing. Vietnamese sources said 
soon after the invasion that the 1979 
Vietnamese-Cambodian friendship 
treaty committed Hanoi to aid roughly 
equivalent to US$25 million annually. 
The Vietnamese would provide addi- 
tional aid when needed. The sources 
hoped the aid programme would not 
last long. That hope has not been fulfil- 
led. A 1983 International Monetary 
Fund report noted a sharp increase in 
the category of Vietnam's budget, 
which covers defence spending and 
commodity aid to Cambodia and Laos. 
Meanwhile, at home the desertion 
rate seems to have jumped sharply 
along with conscription. One sub-dis- 
trict of Ho Chi Minh City was com- 
mended for regularly exceeding its 
conscription quotas it provided 
about 140 recruits a year. One year it 
was also commended for encouraging 
its 59 deserters to give themselves up. 
— PAUL QUINN-JUDGE 
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to every situation. And though the 
blooming lotus worked well against 
conventional enemies, it was less suc- 
cessful in 1978 against the Khmer 
Rouge. But Dung is still an important 
figure in Vietnamese politics, while 
Tra has lapsed into disfavour and 
obscurity. 

Pham Hung: Political officer during 
the campaign. Head of COSVN, the 
party's office for southern Vietnam, at 
the end of the war. A southerner anda 
longtime internal-security specialist, 
Hung was organising the party's inter- 
nal security in the South as early as the 
late 1940s. He is now a politburo 
member, deputy premier and minister 
of the interior. 

Nguyen Van Linh: In charge of pre- 
parations inside Saigon during the 
to life im- 
prisonment at the age of 15 and spent 
six years on the prison island of Con 


- Dao — his first of two stays there — be- 


fore being given amnesty. A north- 
erner, Linh has spent most of his rev- 
olutionary career in the South, much of 





that time underground in Saigon. He 
worked closely with Duan while he 
was in the city in 1958. 

Considered a rising political star at 
the end of the war, Linh was elected to 
the politburo in 1976 but was dropped 
in 1982. His organising skills, it seems, 
were not adaptable to peacetime. He 
was also frequently reported to be ill. 
Linh is still party chief of Ho Chi Minh 
City, a position he has held off and on 
since 1946. 

Le Duc Anh: “Our secret weapon," as 


— опе Hanoi official describes him, Anh 


was deputy commander of the Ho Chi 
Minh campaign. He was almost un- 


— known until given full politburo status 
— in 1982. A southerner — probably a 


rubber worker from the Tay Ninh area 
— he worked closely during the war 


А A : 
- with Vo Van Kiet, another southerner 


now playing an important role in the 
politburo. Anh is currently in overall 
command of military operations in 
Cambodia, and is the most likely suc- 
cessor to Dung when he finally steps 
down as chairman of the Council of 
Ministers. — PAUL QUINN-JUDGE 
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Why we are not going 


along 


For weeks now, the 
United States and 
its media have been 
4 indulging in an orgy 
of reminiscence and 
self-examination, 
marking the 10th 
anniversary of the 
traumatic first de- 
feat ever suffered by a nation which 
had thitherto believed that no chal- 
lenge, material or human, was beyond 
its capabilities. The tones of these 
retrospectives vary from Nixon- 
ian self-justification to guilt-ridden 
breast-beating. “Remember Vietnam!” 
is hardly likely to become as un- 
equivocal a jingoistic slogan in the 
American consciousness as “Remem- 
ber the Alamo!” 

A Greek chorus to this introspective 
drama has been supplied from the 
dozens of US newspaper, magazine 
and TV journalists, many of them old 
hands from the war years, specially in- 
vited to Vietnam for the anniversary 
(perhaps 300 or more have made or are 
due to make the sad pilgrimage to the 
former killing fields). Why, readers of 
the REVIEW may ask, is a correspon- 
dent from the region's foremost 
magazine not joining this throng? The 
answer is not without interest: we were 
not asked to the party, nor were re- 
quests for visas granted. 

Let us eschew any flavour of sour 
grapes: a visa to Vietnam is nothing 
much to crow about these days, and the 
REVIEW's then regional editor, David 
Jenkins, made an extensive trip there 
last autumn (REVIEW, 8 Nov. '84). It 
would be pleasant to be able to claim 
that Hanoi is interested in playing host 
only to journalists sympathetic to its 
plight, but many of those now filing 
their reports have a healthy contempt 
for the tyranny which Hanoi has im- 
posed on the whole of Indochina and 
for its barbarous expulsion of hun- 
dreds of thousands of boat people. 

It is not even possible to claim that 
Hanoi welcomes only reporters with- 
out depth, perspective or background, 
for some of those filing stories are in- 
telligent and experienced veterans in 
Vietnam and Cambodia. 

Nor is there any evidence that Hanoi 
is discriminating against the REVIEW. 
In some respects, the REVIEW has pub- 
lished articles which cannot have been 
unwelcome to Hanoi. Back in 1981, the 
present writer penned a cover feature 
entitled Bleeding Vietnam White 
which argued that the history of Japan 
in the 1930s and China in the 1960s in- 





with the crowd 


dicated that it was counter-productive 
for any group of countries to gang up in 
an attempt to isolate and weaken the 
Confucian societies of East Asia. 

It predicted that the concerted ef- 
forts to bring Vietnam to its knees on 
the part of Asean, China and the US 
would probably only intensify the ar- 
rogant hard line of the stubborn, iso- 
lated men who rule Vietnam while in- 
creasing their dependence on Moscow 
(thus giving the Soviet navy and air 
force base facilities at Cam Ranh and 
Da Nang). 

Anyway, it was nauseating that 
Asean and the US should make com- 
mon cause with the mass murderers of 
the Khmer Rouge. Hanoi should be in- 
duced to withdraw from Cambodia, I 
argued, by offering it regional guaran- 
tees and other policy options. 

And the REVIEW has had its access. 
Not only did Jenkins make his trip last 
year, but this magazine is still singled 
out by Hanoi if it wishes to get a mes- 
sage across to the people who matter. 
Thus it was that Nayan Chanda, our 
Washington correspondent and an old 
Indochina hand, was able to file his 
exclusive story breaking the news that 
the US newsmen would be invited 
(REVIEW, 31 Jan.). 

Chanda revealed that this was the 
result of a Vietnamese politburo deci- 
sion, approved by a central committee 
plenum held in Hanoi in mid-De- 
cember 1984, to adopt a new flexible 
policy, aimed at an eventual settlement 
of the Cambodia problem and normali- 
sation of relations with the US. The 
first shots in the campaign were to bea 
newly cooperative attitude on the 
search for American servicemen miss- 
ing in action (MIAs) and the invitation 
of “a large contingent of the US press" 
to Hanoi. Within three weeks, a White 
House official was invited to Hanoi 
and told that Vietnam would step up 
the number of technical meetings on 
the MIAs and expedite the return of 
identified remains of US servicemen. 


U nsurprisingly, Hanoi doles out its 
visas to foreign pressmen strictly 
according to its own foreign-policy re- 
quirements, orchestrating access with 
skills equal to those with which 
Foreign Minister Nguyen Co Thach 
conducts Hanoi's diplomacy on the 
Cambodia issue. Visas are used to pre- 
pare public opinion in a given target 
country, as when a large contingent 
of the French press was invited before 
the visit of Vietnam's elder states- 
man Pham Van Dong to Paris in 1977, 
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or when Australia: 
companied theil 
Bil Hayden on. 
Hanoi. 

Influential writers.are.invited from 
countries such asJapan and Sweden to 
help create publie support for Hanoi's 
requests for aid; correspondents from 
Jakarta are asked s it they can chip 
away at . Aseà olidarity апа 
strengthen ' the ‘constituency. in. In- 
donesia which favou a Cambodia 
settlement. , 

Journalists are also 
іп as part of.hu | 
сіѕеѕ — to covera 
of Vietnamese occup. 





‘eign. Minister 
is recent trip to 


















riodically let 
páganda exer- 
ine withdrawal 
troops from 








Cambodia, tó. witness the trial of 
countér-revolutionaries plotting to 
overthrow the regime or to mark the 


anniversary of the 1954 victory over 
the French at Dien Bien Phu, 

These stage-managed affairs create 
worldwide coverage on: subjects of 
Hanoi's choosing. In addition, they 


biting in a sizable. amount of hard curs. 


rency for Hanos empty coffers: the 


costs of hotels, transportation and the. 


(mandatory) service 
terpreter in Vietnam 
| estin the world. 

; Напоі objective in inviting the 










he anniversary of the fall of Saigon to 
‘insinuate the Vietnam of today into the 
American consciousness. It does not 
matter if the reporters’focus on pov- 
erty, on Vietnam's dependence on 
Soviet aid, on corruption, re-education 
camps and Amerasian children; they 
also report Hanoi's desire to normalise 
relations with the US and its determi- 
"nation to soldier on in Cambodia. The 
tal effect may not be negative. 
While, 
"purpose in inviting the large contin- 
gent of American newsmen, there is no 





particular reason to suspect discrimi 


nation. against the REVIEW there аге 
many grounds for the conclusion that 
Hanoi has blacklisted two of its corres- 
pondents, Chanda and our present In- 
doehina correspondent, Paul Quinn- 
Judge. There is plenty of evidence to 
suggest that these two are being denied 
visas simply because they know too 
much about the country and their 
sources are embarrassingly good. 

The pattern of hostility towards 
Quinn-Judge, who may be doubly un- 
welcome today because he speaks ex- 
cellent Vietnamese, has become clear, 
Не has undoubtedly written many ar- 
ticles on such matters as Vietnam's in- 
ternal debate.over economic, reforms 
and on relations with the Soviet Union 
which may not have been welcome, but 
good sources have made it abundantly 

. clear that his main “transgressions” in 
;:Hanoi's eyes date back three years. 

_ In Look back in.aerimony (REVIEW, 1 
2).Quimüsudge analysed. the 


rnalists ac- 


_ American newsmen is obviously to use | 


in view of Hanoi's evident. 
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| tank in the 


war memoirs of Tran Van Tra, à former 
shadowy commander of Vietnamese 
forces in the South, which revealed 
acute differences between Hanoi and 
its senior commanders in the field 
which were undoubtedly still causes of 
dissent within the leadership of post- 
war Vietnam. Earlier that year (View 
from the front, Review, 9 Apr. '82), 
Quinn-Judge had reported on the de- 
teriorating morale of the Vietnamese 
occupation troops in Cambodia. 


ut Quinn-Judge's worst “crime” 

was an earlier scoop *— A Vietnamese 
Cassandra in the REviEW of 26 Febru- 
ary 1982 — which revealed that one of 
Hanoi's main publicists, then living in 
France, Nguyen Khac Vien, had writ- 
ten a letter to Hanoi's national assem- 
bly bitterly criticising the failures of 
his country's leaders. Hanoi's displea- 
sure was; conveyed to Quinn-Judge 


€ Journalists — even critical 
journalists — are welcome as 
long as their material is grist to 
Hanoi's foreign-policy mill, 
but journalists with good 
contacts who reveal not only 
the extent of Vietnam's 
poverty, inefficiency and 
corruption but who can point 
to deep differences within an 
outwardly unified leadership 
and to friction between 
Vietnam and its client states of 
Cambodia and Laos, are 
obviously not welcome. 


Ка ы аы ا ی‎ a) 


who was instructed to "reflect" on his 


à writings: , 
; Since then-he has been allowed into | 
Vietnam- three times: once en route for | 


the.1983:troop. withdrawal from Cam- 
bedia, once: for Thach's press confer- 
ence aft. » the Vientiane Indochina 
“summit,”. the other in 1984 for the 





Dieg Bien Phu commemoration. All | 


were group.Misits and no special travel 
or interviews.were allowed. Frequent 
applications for. visas since have been 
unsuccessful, Hanoi has also obviously 
communicated its displeasure to Laos 
and Cambodia.(Khmer officials have 
hinted that ithe Vietnamese have “ad- 
vised against "granting him visas). 
Chanda also suffers from the dis- 
ability, in Hanoi's eyes, of knowing the 
country well;dand speaking fluent 
Fr ench) from the days he first special- 
ised in Indoehinese studies at univer- 
sity. For several years he covered the 
Vietnam War for-us from Saigon (the 
cover of thisdssue of the REVIEW fea- 
tures. his. p graph of a Vietnamese 
nds of Saigon's presi- 























dential palace’ seconds after if. 
crashed through the wrought«ir 
gates on 30 April 1975), and hew 
mained in what became Ho Chi Mi 
City for some months. Later, as.¢ 
diplomatic correspondent he ret 
to Vietnam several times. 
Chanda's critical reports on Vie 
nam's domestic political and economi 
pees were tolerated until 1971 
and he dates his visa problems as fror 
the open rift between China and Vi 
nam in that year, After Vietnam, 
vaded Cambodia in 1978 and. 
Chinese attempted to teach Уйа! 
lesson in early 1979, Hanoi suffere 
Dullesian paranoia; one was ef 
friend or an enemy. 
As early as May 1978, Chanda: 
exclusively pointed to-the downgrad 
ing of Gen. Chu Van Tan, one ¢ 
founders of Vietnam's army and 6 
Gen. Le Quang Ba, former chairman 
the Minorities Commission, In an 
cle entitled A massive shock for Viet 
nam (REVIEW, 10 Aug. '79) Chand 
vealed that Ba and Tan (both of w 
belonged to one of the trib mi 
which straddle thes 





















































family ties in 
under house a 
The same ar 
scoop: news of the del é 
eran Vietnamese leader, 
member Hoang Van Hoan, « 
founders of Vietnam's ` ; 
party and a close colleague of Ho 
Minh, to China. | 
Hanoi was stung by this blow to 1 
гате у nurtured 1 image et solidar} 





REVIEW of 18 April 1980. e 
Chanda's exclusive interviews, 
ducted in Peking, with Prince No 
dom Sihanouk, the then Chi: 
foreign minister Han Nianióng 
defector Hoan, the latter pair bot 
sisting that any deal with Vi 
would be extremely dangers 
country having. completely 
under the influence of the pro-So 
anti-Chinese Vietnamese party secret 
ary-general Le Duan and his clique... 


handa's 1979 scoop led to a len 

period during which all his vi 
plications were refused by Hanoi (he | 
did visit Cambodia where, apart from 
the presence of Vietnam’s-acc 
troops, anything the visiting ] ; 
could see was good in comparison with 
the horror of the years of the Khmer 
Rouge). ` 

Finally, in early 1981. Chanda was 
allowed back because the Vi 
wanted coverage of the I 
foreign ministers’ conferenc 
Minh City; he was able to bluff 
to Hanoi where he interviewed 
head of Vietnam's Planning Cony 
sion, Nguyen Lam -— the f 
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се 
sation, spoke frankly 
nomic difficulties, and of policy differ- 
ences within Vietnam’s leadership and 
was extremely critical of the Soviet 
Union. The resulting dispatch, A last- 
minute rescue (REVIEW, 27 Feb. '81), 
caused the Soviet ambassador to lodge 
a formal protest with the Vietnamese 
Foreign Ministry which calmed the 
envoy by describing the article as an 
invention by a bourgeois journalist. 
Within a few months, Lam was re- 
moved from his post. 

The last straw for Hanoi was proba- 
bly the Pen Sovan affair. Reporting 


America's legacy: once 
bitten, twice shy 


By Nayan Chanda in Washington 


Twenty years after 


the first United 
States Marines 
landed on the 


beaches of Da Nang, 
and 10 years after 
the last of them 
were lifted by heli- 
copter off the US 
Embassy roof in Saigon as Hanoi's 
victorious soldiers marched into the 
South's capital, Vietnam has ceased 
lo be a country in the eyes of many 
Americans — including official Wash- 
ington. 

It now stands as a metaphor for the 
failed military adventure it was and 
for future such ventures which might 
also fail. And, exactly like the reflect- 
ing black granite Vietnam veterans' 
war memorial here, Vietnam also 
serves as a mirror for America's self- 
examination, which has continued in 
earnest to this day since the end of the 
Vietnam War in 1975. 

It is this continuing desire to look at 
itself anew which has led to the current 
massive outpouring of articles, com- 
mentaries and documentaries in the 
US on the occasion of the 10th anniver- 
sary of America's first wartime defeat. 
Hundreds of column inches in news- 
papers and magazines have been de- 
voted to analysing why the Americans 
went to Vietnam and what it has done 
to America. 

The fact that Cambodia is still view- 
ed here as a "sideshow" to the Vietnam 
War was again demonstrated when the 
10th anniversary of the fall of Phnom 
Penh to the Khmer Rouge on 17 April 
1975 went by unnoticed as American 
politicians, scholars and journalists 
debated the “meaning” of Vietnam for 
America. 

The anniversary has come as a re- 
minder that America as a nation is fi- 
nally emerging from the ailment that 
affected many of its Vietnam veterans 
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cow was building up its influence in 
Cambodia at Hanoi's expense and how 
as a result strains were developing be- 
tween Sovan, secretary-general of the 
People’s Revolutionary Party of Kam- 
puchea, and Hanoi 

Sovan was toppled from power on 4 
December 1981 and replaced by the 
present Cambodian leader, Heng 
Samrin. The official reason for 
Sovan's departure was ill-health but, 
thanks partly to Chanda's reports, it 
was plain that he had been a victim 
of Vietnamese displeasure. Since the 
spring of 1981, Chanda's numerous 




















— called post-Vietnam traumatic 
stress disorder. America is now look- 
ing at the experience withouttoo much 
guilt, and there appears to be a re- 
emergence of confidence in American 
power, 

But this renewed self-confidence is 
nevertheless tempered by the memory 
of Vietnam. There is still debate over 
whether, as President Ronald Reagan 
has said, the US went to Vietnam on a 
"noble cause," but all seem to agree 
that the US does not need another 
Vietnam, which could again sap Ame- 
rican energy and divide the nation 
without enhancing its national in- 
terests. 

It isonly now that America is coming 
to terms with the colossal cost of its 
Vietnam adventure. A total of 3.7 mil- 
lion men served in the war zone, 58,022 
of them were killed in the fighting and | 
300,000 came home wounded. Their 
names, inscribed on the black granite 
veterans' memorial, dedicated in late 
1983, are belated recognition of their 
sacrifice. About 200,000 Vietnam vete- 
rans claim they suffer from the effects 
of the deadly herbicide Agent Orange 
and have so far obtained US$180 mil- 
lion in compensation from the com- 
panies which produced the chemical. 
Thousands of veterans have committed 
suicide since their return home. Peter 
Martin, who has written extensively on 
the moral and cultural issues raised by 
the Vietnam War, puts the suicides fig- 
ure at 50,000. 

Only in the past few vears have Viet- 
nam veterans emerged from the 
obscurity of shame and neglect to talk 
about themselves and stake a claim to 
the respect of their government and 
neighbours who, under the conscrip- 
tion system in force during most of the 
war, drafted them into the military and 
sent them into combat. 

Changing popular perceptions nó 
longer view them as incipient psy- 






















Hanoi and me revelations 
about its squabbles and problems in 
the pages of the REVIEW has been the 
Vietnamese-language overseas broad- 
casts by the BBC and the VOA. The 
BBC regularly summarises the 
REVIEW's coverage of Indochina and 
prevents Hanoi from selling its bland 
version of events and developments to 
its own citizens. The effectiveness of 
these broadcasts is proven by the sten- 
cilled exhortations on Hanoi walls: 
"Dung nghe dai dich" (Don't listen to 
the enemy radio). 

Vietnam can boast only a small re- 





Vet protests at US action in Nicaragua: 
Vietnam or Munich? 





chopaths but as patriotic tough guys. 
Some of today's American TV heroes, 
such as Thomas Magnum of the popu- 
lar detective series Magnum PI, are 
Vietnam veterans, and several recent 
Hollywood films have depicted the 
veterans as heroes yet again, returning 
to Vietnam after the war to defeat 
the enemy on a small scale and free 
American prisoners of war still held 
captive 

The presence of more than 750,000 
Indochinese refugees in the US — 
many of them escaping the com- 
munists in the South for political or 
economic reasons and others fleeing 
the genocidal Pol Pot regime in Cam- 
bodia — seem to provide retrospective 
justification for the American involve- 
ment in Indochina. *Noble or not," 
writes Fred Barnes, the political editor 
of the liberal New Republic and a self- 
styled repentant dove, “the American 
effort was better than the alternative.” 


mboldened by his own rehabilita- 

tion as a senior statesman more than 
a decade after his resignation in the 
wake of the Watergate scandal, former 
president Richard Nixon has gone even 
further. “One lesson we must learn 
from Vietnam,” says Nixon in his new 
book No More Vietnams, “is that if we 
do not exercise power for good, there 
are plenty of men like Ho Chi Minh and 
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and occupation of 
murderous expulsion of ethnic Chinese 
and unwanted Vietnamese in leaky 
béats on to the waters of the Gulf of 
Thailand and the South China Sea. The 
very skill of its cynical diplomacy is 
depleting that tiny reservoir of sym- 





pathy, as is its mani ulation of the 
press. 
Journalists = even éritical jour- 


nalists — are welcome as long as their 
material is grist to Hanoi sforeign-po- 
liey mill, but. journalists with good 
contacts who reveal not only the extent 








Khmer Rouge leader Pol Pot who will 
gladly exercise it for evil purposes.’ 
owever, despite the current writ- 
ings « of revisionist history to justify the 
erican intervention, the US today is 
'hastened, cautious power. Vietnam 
produced two very contradictory 
otions. Defeat in Vietnam, followed 
America's humiliation in Iran, the 
Soviet invasion of Afghanistan and 
"eómmunist advances in Ethiopi; 
igola have made the US lose fa 
duced “а yearning among many 
Americans for 
power and pre-eminence. 
- But at the same time, there remains 
38 rong opposition to the commitment 
of American power to any open-ended 
“war, Americans responded positively 
to the US invasion of Grenada but 
heaved a sigh of relief when Reagan 
pulled out American Marines from 
"Beirut after 
killed by a single suicide attack. 






















"While Reagan enjoys unprecedented.’ 


popularity, four out of five Americans 
V oppose his policy of pressuring Marx- 
| Nicaragua. It is because of the 
lels which can be drawn with the 
early days:of American involvement in 
Vietnam — the danger of committing 
US troops to the jungle and marshes of 
Central America. 

The fact is that Vietnam symbolises 
for the US its loss of innocence, It has 
tatight America the limits of its power. 
Aierica, as Reagan loves to say, is 
standing tall again, but he does not 
echo the idealistic optimism of former 
president John Kennedy. In his inau- 
gural speech, Kennedy announced that 
‘thé’ US was ready to “pay any price, 
bear any burden, meet any hardship, 
support any fr iend, oppose any foe to 
assure the survival and success of lib- 
erty." 

Commenting on the lessons of Viet- 
nam, Reagan said: “I think if I had to 
say one thing we learned, it woul Id be 
that never again must the government 
of the United States ask young men to 
go out and fight and die fora cause that 
itis unwilling to win." 

s ^in a major speech in November 
which seems to have laid down the 
ples of Washington's post-V iet- 

ie jolies, US Sec of 
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eade p 
tween Vietnam ded its client alates of 
Cambodia and Laos, are obviously not 
welcome. 
Gen. Tran Hai Phung, the military 
commander of Ho Chi Minh City, said, 
according to the Vietnam publication 
Tap Chi Quan Doi Nhan Dan of Oc- 
tober 1982, that the enemy used vari- 
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| aganda (a mixture < f truth < 







hood), and white propaganda = 
saying things that are tr 





harmful to us an 
On 1 


which are 
tageous to the enemy.” 
Paul Quinn-Judg iN 
the REVIEW pleads guilty to the 
charge. 


































Defence Caspar Weinberger said: "We 
have learned that there are limits to 
how much of our spirit and blood and 
treasure we can afford to forfeit in 
meeting our responsibility to keep 
peace апа: freedom.” Before the US 
ombat forces abroad. he 
said, “there must be some reasonable 
assurance that we will have the sup- 
port of the American people апа... 
congress." And he said thata military 
commitment has to proceed only after 
careful interpretation of “our own na- 
J interest.” 


lesson of Vietnam has been 
learned: is evidenced by the limit 
osed on the number of US military 
1, only 55 of whom are 
sta ioned in El Salvador, to supervise 
counter-insurgency there. Weinberger 
said: "The president will not allow our 
military forces to creep — or be drawn 
gradually — into à combat role in Cen- 
tral America or any other place in the 
world." 
In the debate now being waged in 
Washington over the proposed Reagan 
aid package to the Contra anti-govern- 
ment guerillas in Nicaragua, the argu- 
ments revolve around whether 
Nicaragua is another Vietnam. 
Michael Barnes, a leading Democratic 
opponent of the proposed US$14 mil- 
lion in covert aid to the Contras, called 
the Reagan proposal another Gulf of 
Tonkin- resolution. Overwhelmingly 
passed, the Gulf of Tonkin resolution in 
1964 gave p ident Lyndon Johnson 
yarmaking powers whith 
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‘PLAY IT AGAIN, SAM. 


led the US down the slippers.sli 
Vietnam. 

Former US ambassador t 
ed Nations Jeane Kirkpatricks 
is wrong to use the Vic 
The. right analogy is Mun en: 
Munich. in 19; 38. 
ràclés^ wc 
lovakia М 
for. done N azi 




































would not be we 
Ironically, it 


cans who are fi 
Vietnam” argument 
have tó defend 


recent 
the 


similar criticism. The 
by Stephen Solarz, 


chairman of the House of He 
subcommittee 
irs 


tives on 
Pacific aff 
lion in 5 
sistance iun Car ; 
cised by both о 
crats ds yet another : 
re-engagem 
Solarz has 
it does not involve 
nor is it open-ended, The mon 
year only, he says, and the 
could cut if off next year if it is 
satisfied with the wav H was І 
The administration, in th 
campaign for Contra fundir 
incidentally, Solarz opposes, does 
want to be inconsistent 
aid to the Cambodian resi: 
there is great reluctance to 
prestige again in Indochina. 


tae prov ide 











Many United States 
policymakers are 
still. bitter about 
having lost the war 
n / | in Vietnam, but 
ad they can perhaps 
А n draw some perverse 
Ae f satisfaction from 
the delayed effect of 
some of their actions in hampering the 
communist consolidation of the coun- 
try. 

Washington's programme to pacify 
the countryside by breaking the bond 
between peasant farmers and South 
Vietnam’s communist guerillas — in 
particular, the CIA’s Phoenix pro- 
gramme, which was designed to de- 
stroy the communist infrastructure in 
the South — has had a more far- 
reaching effect on the Vietnamese poli- 
tical scene than the millions of tons of 
bombs and other ordnance expended 
in Vietnam by the US military 
machine. 

By 1967 the US had come to realise 
that despite all the fire- 
power unleashed on the 
Vietnamese countryside, it 
had been unable to weaken 
the underground commu- 
nist political organisation 
in the South. The South’s 
communists, the Vietcong, 
continued to collect taxes, 
assassinate officials and 
conduct guerilla attacks. 

William Colby, the 
former director of the CIA 
and a chief executor of the 
Phoenix programme, and 
his associate, Robert 
Komer, developed the 
Phoenix strategy to “neu- 
tralise" what was called the 
VCI (Vietcong infrastruc- 
ture) by coordinating intel- 
ligence and police-military 
operations. Phoenix com- 
mittees were set up from the national 
down to the district level to collect in- 
telligence on suspected Vietcong sym- 
pathisers and cadres, and to arrest or 
assassinate them. 

According to Colby's own account, 
between 1968 and 1971 some 17,000 
Vietcong had sought amnesty, 28,000 
had been captured and some 20,000 
had been killed. He says that of that 
20,000, more than 85% were killed in 
combat when US or South Vietnamese 
forces attacked Vietcong bases dis- 
covered through intelligence opera- 
tions. 

Colby says only 12% — that is some 
2,400 — of the communists were assas- 
sinated by police or other security 
forces. Despite the corruption and per- 
sonal vendetta attending the Phoenix 
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programme, a large number of experi- 
enced southern cadres were liquid- 
ated. 

Coming in the wake of the devasta- 
tion of the communist party's political 
and military apparatus in the South 
during the Tet offensive of February 
1968, which cost. the communists some 
50,000 lives, the Phoenix programme 
was a crippling blow. Mdm Nguyen 
Thi Dinh, commander of the South's 
National Liberation forces later con- 
ceded: “We never feared a division of 
troops, but the infiltration of a couple 
of guys into our ranks created tre- 
mendous difficulties for us.” 

Addressing the fourth party con- 
gress in Hanoi in December 1976, 
politburo member Le Duc Tho, who 
had long been in charge of the South, 
said: “The grassroots party organisa- 
tion suffered heavy losses — 
hundreds of thousands of 
cadres and party members 
sacrificed their lives or were 
sent to prison.” He did not 





Slain rebel; Colby: conflicting claims. 


specifically mention the Phoenix pro- 
gramme, but another official said that 
Phoenix cost “the loss. of thousands of 
our cadres.” To make up for those 


losses, thousands more were sent down | 


from the North. 


olby, who now runs a consultancy 
firm in Washington, is reluctant to 
take all the credit for destroying the 
South's communist infrastructure, but 
he noted that the programme left a po- 
litical void in the South when Hanoi 
took over. He told the Review: “Sure, 
by the end of 1972 the communist 
infrastructure in the South was virtu- 
ally eliminated. But it was the result of 
the pacification and Phoenix program- 
mes combined.” 
Giving an example of the damage 
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c г said the entire 
party committee in ‘Long An province 
was forced to move into Cambodia. 
The Saigon party committee too had to 
flee the city. As a result the party lost 
touch with its mass base. The Phoenix 
and pacification programmes, he said, 
succeeded in drastically reducing the 
Vietcong political order of battle. “By 
1972, we had virtually won the war,” 
Colby asserted. 

Many would contest that claim, but 
in retrospect it does seem clear that the 
losses incurred by the guerillas and the 
party infrastructure in the South made 
more conventional warfare a necessity 
and northern political predominance 
an inevitable course. 

American scholar William Turley, 
however, warns against overdrawing 
the effect of Phoenix. "Keep in mind,” 
he said, “that during the entire period 
of the war the southern branch of the 
party grew very significantly. They 
[Vietnamese communist leaders] com- 
plained in 1976 of the weaknesses of 
the southern party branch. But in 1976 
they had 273,000 members by com- 

parison with 
è 1959, when it 
was down to 
5,000." Turley 
says the question 
one has to ask is 
how much more 
the party would 
have grown had 
there been no 
Phoenix. 

There is no 
way to answer 
this question. 
Still, the fact re- 
mains that when 
the war ended in 
1975 the number 
of party mem- 
bers in the North was 1.5 
million, nearly five times 
that of the South, and this 
imbalance has taken its toll. 
The cadres who went South, 
especially after the end of 
the war, have frequently 
been insensitive to the spe- 
cial circumstances of the 
South, and some of them were little 
more than rigid, unimaginative and 
even unscrupulous carpetbaggers. And 
their inept handling only strengthened 
the anti-communist prejudices of 
many southerners. 

It is one of those “what-if” questions 
of history that can never be answered 
satisfactorily, but one can still wonder 
whether the policies of the Vietnam 
Communist Party would have been the 
same if its southern branch had not 
been so stunted in the war. Even if the 
post-war policies, which were pro- 
ducts of a variety of internal and exter- 
nal factors, had been the same, the im- 
plementation by indigenous southern 
cadres with a better understanding of 
the population could. perhaps have 
been more successful... — NAYAN CHANDA 
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- “Information about money is becoming 


almost as important as money itself. 
That's why we developed CitiBanking." 


Р 
From The Citi of Tomorrow:..CitiBankin$ today. 
How much to invest? Where to invest? When to 
invest? The right information at the right time can 
make a crucial difference to your company. The 
difference between investment success and failure, 
profit and loss. 

CitiBanking gives you that information. Accurately, 
reliably, electronically. In seeonds, you can get current 
money market rates. Up-to-the-minute foreign ex- 
change summaries and exposure analyses. Cash avail- 
ability analyses. And more. All with remarkable ease. 

Only CitiBanking gives you real-time access to 
your accounts in over 33 countries—for information 
and transactions. 

CitiBanking gives you unmatched security, too. 
Because you communicate with Citibank offices 
around the world through our own private financial 
telecommunications network. 

To find out how your company can benefit from 
the world’s most advanced electronically delivered 
financial services, call your local Citibank Account 
Manager. You'll get the services vou need to make the 
most of your company’s money, day after day. 
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Only one PC breed 
the exacting stand: 
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The worldwide alliance of two giants of the information processing 
industry, Olivetti and AT&T, marks a new era in the fast evolving field 
of computer technology. But together they represent much more than 
leadership in information systems. More importantly, they are made up 
of people — people dedicated to helping you find successful solutions 
through a better understanding of your computing needs and through 
Olivetti products of uncompromising quality. 


Today, Olivetti delivers such a product, along with all the support 
and service that others sometimes forget. 

Known as the M24 and M21, these top-of-the-range pedigree PCs 
are as easy to use as typewriters and run thousands of “off-the-shelf” 
industry-standard application software.that help you reduce tedious 
and repetitious tasks and free you for more creative work. 


Olivetti PCs — Your best link! 

In terms of connectivity and compatibility, they can be installed side- 
by-side with industry-standard PCs with the ability to handle most 
industry-standard PC programs and cards. 


They can be used as stand-alone PCs or as intelligent workstations 
linked on-line to the leading, large mainframe computers — as well as 
the AT&T 3B series operating on UNIX System V with the PC 
interface. 


Olivetti PCs — Grow with your business! 


Perhaps you have already installed terminals and mainframes, but 
are now-Jooking at expanding. In the long run, maintaining dumb 
termin. very costly. Consider then, how vou could profit from 
installing Olivetti PCs which can function as intelligent workstations to 
increase processing power. 


For more information on the features, functions, benefits and 
expansion capabilities of Olivetti PCs, call Flora. Hong Kong 
5-665211, Kuala Lumpur (03) 227188 or Singapore 7375111. She'll 
soon arrange for a demonstration to show how Olivetti PCs can help 
vou increase your productivity. Alternatively, vou can fill in this 
coupon and mail it to vour nearest Olivetti office. 
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Simply tick appropriate boxes and mail this coupon 


11 Please send me more information on the Olivetti PCs. 
LJ I would like to see a product demonstration. 


*| am planning to buy a PC in the next 





O 3 months 1 6 months [1 12 months 
*| will require [J lunit O 10 units 

| 20 units Û 50 units 11 100 or more 
Name: 
Title: IR 
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Telephone: FEER/02/5 


Gets on with more 


HONG KONG: Olivetti (Hong Kong Limited 
SIF Citicorp Centre. 18 Whitfield Road, Causeway Bav. Hong Kong 
MALAYSIA: Olivetti (Malaysia) Sendinian Berhad. Wisma TAS, 21 Jalan Melaka, Kuala Lumpur 
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SHARP HAS ITALL 
DOES IT ALL. | 


Whatever your copying task, there is a superbly 
engineered Sharp copier all ready to perform it. 
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Expandable Copier 





























Does your office demand speedy 
copywork? And versatile copywork, 
like enlargement/reduction? Maybe 

© 5Е 461 Automat Feeder * you want to keep your options 
open for the future with automatic 
sorting and document feeding 
potential. To satisfy these needs 
choose the SF-900, Sharps New 
Business Copier 

Are you in the market for a 
compact, deskside copier, capable 
of fulfilling basic needs at a basic 
price? Then choose the no-frills 
SF-756 

If you're looking for something 
in between the SF-900 and SF-756, 
Sharp has additional models to 
measure up to your particular 
standard 
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Creative Copier 


SF-900 


New Business Copier 
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MILITARY HISTORY 


All at sea over the army 


The Pakistan Army by Stephen Cohen. 
University of California Press. 
US$27.50. 

hat this book was written by an 

American scholar with fixed ideas 
and a narrow perspective becomes ob- 
vious at first glance. In the best tradi- 
tions of American academia, Cohen 
tries to dazzle the reader with an im- 
pressive list of contents and contacts, 
Graphs and tables are included as 
proof that the author has researched 
the subject in detail. 

But while the book may impress 
those without much information on its 
subject, knowledgeable readers will 
‘spot several holes in the research, 
many prejudices in perception and 


quite a few deductions which are un- |g 


tenable. 

Cohen's research was funded by the 

American Institute of Indian Studies, 
Ford Foundation and the Inter- 

University Seminar on Armed Forces 
and Society. He has also given the 
benefit of his studies to the United 
States State Department which asked 
him to write a briefing leading to the 
book. 

Apart from the American political 
angle resulting from this background, 
Cohen also had the disadvantage of 
having written an earlier, fairly exten- 
sive book on the Indian Army. Had he 
researched both books at the same 
time, his findings might have been dif- 
ferent. But his extensive tour of India, 
his close involvement with Indian mili- 
tary leaders and defence analysts, as 
well as the acclaim for his first book, 
led him to form certain views about 
Pakistan and its role and place in the 
region even before he landed in the 
country. 

Cohen approached his new subject 
with perceptions already formulated. 
To his credit, he has done a good job of 
filling these telescopic perceptions 
with microscopic details dug out dur- 
ing the course of two detailed visits to 
Pakistan (1978 and 1980). 

Some of the misconceptions woven 
into the text include oft-repeated 
views about contradictions in the crea- 
tion of Pakistan, Punjabi domination, 
separatist tendencies in smaller pro- 
vinces, generals' political ambitions 
and Pakistan's insignificance in rela- 
tion to "dominant and democratic 
India." 

One point which provokes im- 
mediate comment is Cohen's assertion 
that Islam serves only as a “veneer” in 
the motivation of a Pakistani soldier, 
particularly іп the other ranks. Fac- 
tually, this is TUS so. It is obviously dif- 








ficult for a foreigner, during short en- 
counters with officers and soldiers, to 
discover the ethos of the Pakistan 
Army. The difficulty is clearly com- 
pounded by the complexity of Islam as 
a system of life, differing as it does 
from the author's concept of religion. 

Pakistan's previous military in- 
volvements have proved that Islam is 
deeply embedded in the rank and file 
of the army and it is the greatest single 
motivating force. It is the soldier's 
faith in Islam that gives him strength 
to stay in forward trenches in the face 
of death; all *veneer" is rubbed off in 
the early brushes of war. 

Just as Cohen misunderstands the 
role of Islam in Pakistan, he is wrong 






e. Yahya; Pakistani Army: y 


about the treatment of Bengali soldiers 
in the pre-1971 Pakistan Army. He 
says that “the segregation and dis- 
criminating treatment against Bengali 
officers. and other ranks” eventually 
led to their’ rebellion with ugly conse- 


quences. | 
j n reality, the British kept the Benga- 

lis out of the military establishment 
as a matter of policy because they re- 
garded them as a non-martial race. 
Pakistan, after independence, reversed 
this policy and opened the door to de- 
fence services for them. As a result the 
representation of Bengalis in the 
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| and political influences on the army 















armed forces began to grow and 
were accepted as equal compatriots in 
arms. i 

Besides their recruitment in all ti 
branches, including navy and air fo 
a separate East Bengal Regiment w 
raised and absorbed into the Pakistan 
Army. Several Bengalis were deco- 
rated for their valour in the 1965 гаг 
with India and there was no complaint 
of discrimination ог segrega 
within the forces. It was in 1970-71 
due to the wave of Bengali nationalis sm 


that the links of Bengali soldiers 
their West Pakistani compatriots 
weakened. Alleged ill-treatment with 
in the army had nothing to do w 
it. 

This erosion of loyalty due to politi- 
cal reasons remained under the surface 
until Gen. Yahya Khan snapped the 
last strings of unity by ordering 
crackdown in March 1971. Disarming. 
of Bengali troops formed part of th 
operation. 

Another untenable observation a 
the author is about the recruitment с 
Sindhis and Baluchis in the present- 






























day army. He writes, "There is stil 
Punjabi reluctance to recruiting . 
from the so-called non-martial re- 
gions.” In fact, persistent efforts have _ 
been made — not entirely without suc- ' | 
cess — to induct a greater number of — 
Sindhis and Baluchis 

The army has somewhat lowered its 
physical standards for recruitment of 
Sindhis in the army, has opened re- - 
cruitment centres in the interior of 
Sindh, has fielded special selection 
boards to pick up recruits f 
Baluchistan and Sindh and has e 
run preparatory courses to enable Sir 
dhis to join the officer corps of the , 
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eign influences on the army gener- 
get rid of Bhutto. “It is the link- 
ge between the Pakistan Army and 
gn powers (especially that of the 
ed States) which made the gener- 
ove against Z. A. Bhutto,” Cohen 


е gov 

bserver of the at 10V 
:(March-June 1977): fall to 
that it was an entirely indigenous, 
xclusively civilian, agitation 
st an unpopular government 
h tried’to cling to power against 
national will. It could be termed a 
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of military strategy should realise 
at Pakistan, with its size and relative 
rength, can pose no threat to a coun- 
as largeas India. On the other hand, 
is the smaller neighbours such as Sri 
ka, Bangladesh, Nepal and Pakis- 
ct idian ambitions. The 


























early would not like to 
especially in view of the fax 
has already exploded an 
“Cohen would do better 
peace rather than 
‚ between two alread 
mutually distrustfu 






fs | knowledge that is to be harvested from 


rategy of Japanese Business by 

| es C. Abegglen. Ballinger Publish- 
ing Co., Cambridge, Mass. No price 

given. | 





т inappropriate title and highly 
misleading blurb on the dust jacket 
suggest yet another volume extolling 
the lessons of Japanese industry. In 
fact: Abegglen can rightly claim to 
speak with more authority on modern 
Japanese business than perhaps any- 
one else. 

He embarked on his study of Japan- 
ese corporations in;the mid-1950s, a 
time when most people would have 
considered it a professional dead end, 
and for the past 30 years has made a 
career out of it — one that successfully 
spans the academic and business 
worlds, and is contemporaneous with 
Japan's economic rise. Abegglen's fine 
„eye sifts the wheat from the chaffin-the 


g the modern Japanese busi- 
vorld. Morgever, he writes | 
learly, to the point an T 
‘Abegglen’s no-nonsense approach 
takes carefully aimed shots at much of 
the cant about the Japanese business 
world that has flowed so abundantly in 
recent years, especially from the pens 
of business-school p ‘also 
gives short shrift to th 
ness that characterises the Weste 
onse to the periodic trade cris 























The long road 
from Bandung 


indonesia’s Foreign Policy by Michael 
Leifer. George Allen and Unwin, Lon- 
don. No price given. | 


f the 30th anniversary celebration of 








in Bandung, Indones 
pri is sti 
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bly the early dealings with the Dutch, 
‘the campaign to gain West Irian [now 
called Irian Jaya], Confrontation with 
Malaysia and integration — sometimes 
called annexation — of East Timor), 





d there are also works highlighting 
105. Studies of 


He shows that whatever the claims + 
made for Japanese management and ' 
business practice, it is not constant and 
Japanese industry has its share of winê, 
ners and losers, well-managed and* 





badly managed companies, of which" 


the bankrupt Japan National Railways’ 
is a prime example. He emphasises that’ 
what are sometimes touted as the vir- 
tues of such practices can also become 
serious impediments to change, espe 
cially during economic downturns. 
Troubled industries cannot shed 
labour easily and the seniority wage 
system is now imposing financial bur- 
dens on companies as the economy 
shifts gear downwards from high 
growth. Mergers and acquisitions to 
strengthen the competitive edge in maz. 
ture or declining industries are rm 
really an option in Japan's business 
culture. E 
Pointing to the future, and the pres- 
sures on Japanese companies to move 
offshore to combat protectionism, 
Abegglen sees Japanese management 
as being very ill-prepared. How do you 
fit in all those people from multi- 
cultural backgrounds and minority 
groups, to be found almost everywhere 
overseas, with the Japanese group, 
which owes its strength to its tight- 
knit, homogeneous and often exclusive 
nature? fa 
There are shrewd insights into in- 
dustrial policy which Abegglen says 
works not because it picks winners but 
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States or Japan, or those contrasting 
the diplomacy of late president 
Sukarno and President Suharto fall 
under the latter category. 

Indonesia's foreign policy has a rela- 
tively short, and not very complicated, 
history. But the first authoritative and 
comprehensive account would necessi- 
tate going over a mass of details. The 
task would have been complicated by 
the fact that diplomacy in Indonesia 
has been more than usually in- 
tertwined with domestic politics as 
well as with the foreign policies — and 
underlying domestic conditions — of 


Hneighbouririg countries. 


_ Leifer has followed developments in 
Southeast Asia for more than 20 years, 
and his rare command of details and 
powers of abstraction have enabled 
him to put the whole history inside just 


.180 pages. Leifer pays a price, though, 


for being cóncise. The book is often 
abstruse and is, despite the publishers’ 
assurance in the cover blurb that it is 
"free of political-science jargon." 
tough going for the average reader. 
One example: "Foreign policy 
{under Suharto] was... subject to com- 
peting pulls. The domestic situation 
and concern over the changes in the 
balance of external influence iri there 
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because it provides inc 
cially financial ones, to 

ustries that are likely to succeed be- 
cause the market has already shown 
them to have promise. He cites com- 
puters, semiconductors and industrial 


robots. 


begglen's comments on foreign 

investment in Japan and the open- 
ness of the Japanese market will raise 
hackles in some quarters. All that is 
needed is patience, persistence, long- 
term commitment and, most impor- 
tant, competitive advantage, he said. 
He does not have much time for those 
who bemoan non-tariff barriers or the 
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gional environment disposed the gov- 
ernment towards a convergence of in- 
terests with the United States and its 
associates. Indeed, this convergence 
had produced an informal alignment 
which, in turn, provoked domestic 
criticism of an unhealthy over-depen- 
dence and a departure from a foreign 
policy tradition which, if adhered to 
faithfully, would. serve the regional 
destiny of the Republic.” 

Perhaps Leifer could have said this 
in simpler language. Some readers may 
also miss the more descriptive treat- 
ment of the colourful individuals and 
their machinations. For instance, 
Leifer writes that by mid-1965, “senior 
army officers had already begun to 
have serious doubts about the merits of 
Confrontation and had engaged in 
clandestine exploratory conversations 
with Malaysian representatives in 
Bangkok and Hongkong.” 

The important roles played by the 
late Lieut-Gen. Ali Murtopo — who 
went on to become the “architect of the 
New Order” — and Gen. Benny Mur- 
dani, now commander of the armed 
forces, are not mentioned. Nor is the 
role of Murtopo's ubiquitous and in- 
the 
Centre for Strategic and International 
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Railways: losers as well as winners. 













competitiye and have aroused resent- 
ment and calls for protection in the 
West, Abegglen says most of them stem 
from own-goals scored by Western 
companies in the 1950s, when many of 
them sold their technology for a quick 
but short-sighted gain rather than 
hoarding it and developing it them- 
selves. The companies which have been 
most successful in facing up to the Ja- 
panese challenge have been those 
which did not part with their secrets. 
Abegglen also 
warns against 
scoring another 
own-goal by un- 
derestimating the 
potential of Japan 
to emerge as a 
technological 
leader. He points 
out that the Victo- 
rian image of the 
great genius push- 
ing back the fron- 
tiers of science to 
give us new indus- 
tries does not real- 
ly fit with research 
in such sectors 
as aerospace or 
the next genera- 
tion of semicon- 
ductors where ta- 
lented research 
groups are more 
appropriate. 


Studies, explicitly mentioned, much 
less assessed, in the book. 

Leifer's is primarily a history, not a 
polemical ‘work or a book of theses. 
Nonetheless it has the running theme 
that a déep feeling of vulnerability has 
co-existed with an abiding sense of 
"regional entitlement" in the Indone- 
sian leaders' minds. 

He shows, convincingly, that an am- 
bivalence and frustration arising from 
these two perspectives — vulnerability 
and entitlement — have been a persis- 
tent feature of the country's diplomacy 
through contrasting political systems. 


e learn from Leifer of the enor- 

mous importance attached to the 
1955 Bandung conference by Indone- 
sians. In the early 1960s, Sukarno tried 
(unsuccessfully) to host a second 
Asian-African conference and in 1965 
he celebrated. the 10th anniversary of 
the Bandung conference — though his 
attempt to turn the event into an anti- 
Malaysia festival misfired. 

Since the days of the late premier 
Zhou Enlai, who attended the 1955 
meeting, the.Chinese have taken a spe- 
cial interest in the Asian-African con- 
ference, which, unlike the meetings of 
non-aligngd states (popularly believed 










mper 
invent ors tucked 
the research-and-development labora- 
tories of corporations which can then 
apply, manufacture, market and sell 


the fruits of their labour 
The shortcoming of the book is the 


inadequate treatment of Japanese po- _ 


litical and social factors, which are 
seen as positive and taken as read. But 
trade conflicts are regrettably, but 
necessarily, becoming highly politi- 
cised given the political strength of the 
constituencies which protectionists, 
especially in the United States, repre- 
sént. It will be extremely difficult to 
remove these conflicts from the politi- 
cal arena as Abegglen, rightly, feels 
should happen. 

So far, the Japanese political re- 
sponse can hardly be called adequate. 


Politicians may pay lip service to the _ 


need to resolve trade conflicts but they 
channel most of their energies into 
their private game of musical chairs 
with positions of power in the ruling 
Liberal Democratic Party and ministe- 
rial posts, a Japanese version of fiddl- 
ing while the Rome of free interna- 
tional trade burns. This could even- 
tually jeopardise the vitality and pros- 
pects of the private sector which 
Abegglen the technocrat admires. Ü 
As a collection of essays and lectures 
the book suffers from a degree (at times 
too high) of overlap and repetition. 
Moreover, there is no excuse for the 
slap-dash editing that mars it. Printing 
errors abound and the contradictory 


discussion of mergers and acquisitions: 


in chapters 9 and 11 needs sorting out. 
— DEREK MASSARELLA 


to be rooted in the first Bandung con- 
ference), allows Peking to participate. 
This time, too, Peking is sending 
Foreign Minister Wu Xueqian to Ban- 
dung — clearly the highest-level dele- 
gation to Indonesia since diplomatic 
relations between the two countries 
were frozen after the 1965 communist 
coup attempt in which China was al- 
legedly involved. 

The Indonesian armed forces, often 
at odds with the Foreign Ministry, are 
apparently unhappy about Wu's ap- 
pearance and have invited Vietnam's 
armed forces chief Van Tien Dung just 
before the Bandung commemoration. 
Indonesian Foreign Minister Mochtar 
Kusumaatmadja asked Dung to re- 
frain from making statements which 
could “embarrass his host.’ 

Leifer's book will provide the 
background to these superficially 
strange manoeuvrings. It will also ex- 
plain why normalisation of relations 
with China is not easy and why, despite 
Indonesia's — and particularly its 
military's — warm feelings towards 
Vietnam, Hanoi “could not be expect- 
ed to contemplate [better relations 
with Indonesia and Asean] as an alter- 
native to the countervailing one with 
the Soviet Union." — SUSUMU AWANOHARA 


47 


away iH ` 














James Clad in Kuala Lumpur 
„sèries of major economic-policy 
reviews, which could modity 
substantially the framework of 
iness in Malaysia, are about to 
before the cabinet. Between now 
‚ the end of the year, the govern- 
nt is set to make far-reaching 
anges in industrial incentives, in- 
tment guidelines, foreign equity 
‘ticipation rules, foreign investment 
arantees and even long-standing re- 
ions on trading with China. 
е list does not stop there: deregu- 
of the financial system, and 
cies to give substance to plans to 
imercialise" ^. agriculture also 
d the agenda. These reforms are 
her prompted or justified by the 
to reduce the current-account 
icit, but some have already met po- 
àl resistance. 
Although Malaysia has made im- 
Sive strides in reducing its cur- 
jt-account deficit both absolutely 
а аѕ а percentage of gross national 
d olicymakers worry that à 
visible payments drain (al- 
M$10.4 billion — US$4.21 bil- 
deficit in 1984) and a less 
merchandise account bal- 
ce than the M$6.3 billion surplus of 
84, could push the deficit up again 
ear (REVIEW, 11 Apr.). 
he overall current-account deficit 
arrowed from M$8.4 billion in 
to M$4.1 billion last year, while as 
percentage of GNP the deficit has 
pped from 14.4% in 1982 to 5.8% 
year. 
s part of the drive to bring the cur- 
nt account into balance, the govern- 
ent is committed to reducing its 
budgetary. deficit and hence its bor- 
ing reeds — the deficit was down 
om M$11.2 billion in 1982 to M$7.3 
ion last year. It is also beginning to 
atise segments of public enterprise 
cut government costs. 
Senior sources within the govern- 
ent told the REVIEW that. Malaysia 
is completely taken to heart" a no- 
nse admonition last year from 
International Monetary Fund: it 
„а government. budget deficit 
nting to 12.8% of GNP.in 1984 
wn from.a peak of 21.8% in 1982) 
was "not sustainable" — even with 
Malaysia’s high credit rating and 
Bountiful resources. 





























"tor, the government. must. stimulate 


: rowth. Not only must there be more 








- Given the retreat of the public sec- | 


“private-sector investment to maintain . 


private investment, more of such capi- 
tal must go into manufacturi ing, ag- 
ricultural or other *productive" areas. 

Each policy review coming before 
cabinet, therefore, aims to cut away 
financing problems or impediments 
blocking private initiative. And each 
of these reforms (leading to less over- 
seas borrowing, more foreign and local 
capital investment and more exports) 
should help reduce the current-ac- 
count deficit. 

A World Bank/United Nations study 
now with the Prime Minister's Depart- 


EXPORTS OF MANUFACTURED 
GOODS 


(M$ million) 


Source: Economie Reports, Minist 
nance. 








ilises - 












































ment (REVIEW, 28 Feb.) urges a 
wholesale revision of incentives to end 
what it calls a “serious bias against 
manufacturing for export.” It points to 
incentives protecting complacent 
manufacturers for the domestic mar- 
ket While penalising entrepreneurs 
seeking to export. Deputy Prime 
Minister Datuk Musa Hitam has told 
parliament that amendments: to the 
1968 Incentives Law could be intro- 
duced later this year, and Prime Minis-. 
ter Datuk Seri. Mahathir Mohamad B 
own Economic Planning Unit is now 
preparing final recommendations.“ 


T he massive paperwork for Malay- 








sia's Industrial Master Plan has 
also thrown up many probl 
(Review, 14 Feb). Both. local 
foreign consultants have reveale 
effective rates of tariff protect 
embarrassingly out of line with 
ernment priorities: reports show exist- 
ing tariffs discouraging . increased 
value-added in. manufactured. pro- 
ducts and inhibiting resource-based 
industries. A wholesale rationalisation 
of the tariff structure is now being 
planned, with many measures to be in- 
troduced in the 1986 budget (which 
parliament will receive in October). 
But genuine reformi of incentives 








Opening doors policy 


o other economic policy decision 

before cabinet is as sensitive as 
suggestions of easing rest 
trading with China, In recen 
ficial Malaysian. trade. fi 
shown persistently a 2: 
in Peking's favour, b 
the imbalance could be double that if 
analysts take into account entrepot 
trade from Singapore and;re-exports 
from Hongkong. 

It is not just in exports that Malaysia 
lags. Kuala Lumpur has’ ‘watching 
with growing unease Singaporeans 
and Thais snatch joint -venture busi- 
ness opportunities in € за, There is a 
growing conviction t “М; ilaysia. is 
missing out on the opportunities aris- 
ing from China’s mod tion and 
open-door policy. 

But suggestions to ге 
ments said to be hobbl 
China slot into. the 























ve impedi- 
trade with 
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politically risky 








category. The Home Affairs Ministry 
closely watches contacts between Ma- 
laysian Chinese and their ancestral 
homeland, and a government-owned 
trading. company, Perbadanan Na- 
sional (Pernas) retains a monopoly in 
approving many types of imports from 
China. 

This security dimension naturally 
impinges on traders' ability to follow 
up business and visit China freely. if 
visas to the bi-annual Canton trade 
fairs are parcelled out meagrely, the 
commercial consequences are not dif- 
ficult to imagine. Apart from the Can- 
ton visits, Malaysian Chinese under 55 
years old find it hard to obtain ap- 
proval to visit China, though 367 Ma- 
laysian businessmen | have | visited 
China so far this year, according to 
Deputy Trade and idustry Minister 
OoGinSun.  — 

The ground is be 






epared for. 









THE STAH. MALAYSIA 


means coming to grips with the con- 
tentious, 10-year-old Industrial Coor- 
dination Act (ICA). The ICA sets per- 
centage and quota rules for employ- 
ment of and equity participation for 
bumiputras — indigenous Malaysians, 
mainly Malays. "Objectives concern- 
ing the ethnic and/or national compo- 
sition of the workforce and capital 
stock,” the World Bank/UN advisers 
said carefully, "are best dealt with by 
incentives." 

Yet some might see abolishing the 
ICA's licensing powers as a retreat 
from the New Economic Policy (NEP), 
the 20-year programme begun in 1970 
to "eliminate the identification of eco- 
nomic function with race," mainly by 
transferring corporate equity, jobs and 
skills to bumiputras. And, naturally, 
protected domestic manufacturers are 
obviously not keen to see their advan- 
tage eroded, adding another political 
problem for the reforms to surmount 

For balance-of-payments reasons, 
the cabinet may also take some specific 
decisions about agricultural invest- 
ment. Malaysia 
last year spent 
more than M$1.2 
billion on food 
imports; at the 
beginning of 
1984, the govern- 


Musa; Malaysian farm: decisions likely. 


some changes to the rules. Prime 
Minister Datuk Seri Mahathir 
Mohamad has asked for a thorough 
review of relations with China — in- 
cluding commercial relations — and 
the Foreign Ministry has been at work 
for the past six months orchestrating a 
major review of the “contact ques- 
tion." It is known that Malaysia's am- 
bassador in Peking had a long audi- 
ence with Mahathir earlier this year — 
and the prime minister (who is sche- 
duled to visit Peking around Novem- 
ber 1985) has apparently accepted the 








SOME FUTURE SOURCES OF GDP 
(by % at factor cost, 1980-2010) 


Agriculture 


Mining & quarrying 
Manufacturing 
Construction 


* Including forestry and fishing 


Source: Final Report, Malaysian Industrial Policy Studies Project 


1984 


ment announced a "National Agricul- 
tural Policy" in part to "commer- 
cialise" agriculture (REVIEW, 24 May 
'84), but little has happened since to 
give these ideas direction and force. 


roposals to boost exports of some 

special food lines — vegetables or 

pork products to close neighbour 
Singapore — are at last emerging. 
Aquaculture is also being touted as a 
foreign-exchange saving alternative to 
importsof special seafood. Someof Ma- 
laysia's 13 state governments are being 
pressed to make land available to local 
“agribusiness” interests: sources said 
Perak, Pahang and Johor have shown 
willingness to cooperate. 

Although agricultural investment 
remains tied to ethnic restrictions ón 
land ownership, the central govern- 
ment is making some headway to 








need to seek more business gains from 
a country he has described on other oc- 
casions as a “long-term [security] 
threat” to Southeast Asia. 

The possibilities of freer commercial 
ties have also interested the Chinese. 
The REVIEW understands that provin- 
cial-based construction firms from 
China recently bid for road and rail- 
way contract work in Malaysia. While 
Peking's expectations of winning a 
tender are not high, “a journey of a 
thousand miles begins with a single 
step." — JAMES CLAD 


ad 


А 


FAR EASTERN ECONOMIC REVIEW e 2 MAY 1385 














facilitate food 
sales directed to 


Singapore New 
incentives can be 
expected in the 
October budget 
Malavsia also 
wants to attract 
more foreign capte 
tal. But the gov- 
ernment  realises 
that its foreign- 
investment rules are a hindrance 


Compared to the Philippines, Thailand 
or Indonesia, Malaysia has compli- 
cated eligibility criteria that have re- 
mained little changed in the past de- 
cade. In addition, foreign investors say 
NEP bumiputra participation rules 
also scare them off 

Foreign governments are also un- 
happy about legal distinctions 
separating companies that have nof 
"restructured" under the NEP from 
those that have. The United States; 
Japan and some West European states 
want investment guarantee or taxation 
treaties with Malaysia to give foreign 
enterprises the same treatment that 
“restructured” firms enjoy 

Up for cabinet approval, therefore, 
are plans urging increased use of tax 
credits or reduced corporate income 
tax rates as incentives for foreign in- 
vestment. The investment and tax 
treaties issue is part of this exercise 
Mahathir spoke last year about giving 
foreign investors 70% ownership in 
certain manufacturing enterprises, 


even if they mainly sell to the domestic 
market 
Although he has been silent about 


his intentions since then, the hinted re- 
vision amounts to à marked change 
from strictures only allowing a con- 
trolling foreign stake in firms produe- 
ing solely for export within free trade 
zones 

Another tantalising hint of changing 
foreign investment come 
from Finance Minister Daim Zainud- 
din. Earlier this year he told a Singa- 
pore audience that Singapore-control- 
led companies operating in Malaysia 


rules has 


might not have to restructure as 
quickly or as thoroughly as other 
foreign firms 

Changes to foreign-equity rules are 
among the most important that cabinet 
could approve this year. At present 


foreigners must accept bumiputra par- 
ticipation as well as phased-out major- 
ity control by 1990 under the NEP. The 
REVIEW understands that the issue now 
turns on whether the 30% bumiputra 
equity stake should remain sacrosanet 
Sources in the Prime Minister's De- 
partment suggest that Mahathir could 
countenance almost total foreign own- 
ership if the firms can show a high 
transfer of technology potential or im- 
aginative use of local resources. But re- 
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and NEP enthusiasts within | 


Mahathir’s United Malays National 


pus sation (Umno): , 
aW Bike pro osed freeing of the finan- 
cial system (REVIEW, 25 Apr.), the cen- 









` tral bank wants to cut away controls 


on interest rates, in part to make gov- 
ment securities more competitive, 
ecially now that foreign borrowing 
ance the deficit.is no longer in 
iVour. Up to now, domestic finance 
has come mainly from a captive market 
Treasury paper — pension and 
r savings funds. The authorities 
appear ready to open up other 
s.of the capital market, such as 
gn-exchange dealing. 
t genuine deregulation will ruffle 
# feathers of some well-nested birds. 
ectly or indirectly, government or 
hiputra institutions have large 
es in at least 10 of the largest com- 
ercial banks, including the three 
'gest banks, which.tower in asset 
ms above their domestic com- 
tors. Some of these interests — as 
as foreign and non-bumiputra 
‘held banks — may not be keen to see 
anking profitability eroded in a freer 
ketplace. It is not clear whether the 
rmal freeze on new banking li- 
ces in effect since the 1970s will be 


ed. 



















































ost issues boil down to how 
secure the government feels in 
changing policies that have 
in place for as long (or even 
onger) as the 15-year NEP. Despite 
соп plaints; most non-Malays in posi- 
ions of influence accept that the NEP 
fis both proper and necessary to main- 
ain national stability. 
. But without reducing commitment 
p the NEP, many economic advisers 
ieve (and Umno's coalition partners 
gently suggest) that the Malay- 
| ated government should begin 
relax some of the NEP’s institu- 
ional constraints to achieve private- 
stor growth that will help redress the 
'current-account problem. Apart from 
thnic factors, uncertainty about 
bal trade has also made for a more 
ermined.mood in cabinet. "It's get- 
Ing-harder to say, 'tidak apa-apa' 
don't worry], a senior, non-Umno 
ninister told the REVIEW. 
4$. pot surprisingly; others, take a less 
beat reading of government resolve. 
ey fear civil service inertia and 
struction ‘of the fundamental “fact 
life" of Malaysia's economy — the 
rules and practices of the NEP that 
rofoundly affect the choice, size and 
mposition of private investment in 
this country. 
I Both schools of thought, however, 
agree that decisions are likely to be 
‘bolder after, rather than before, the 
"next general election — one factor 
‘among many fuelling expectations of 
‘an early election, perhaps before the 
Ictober budget. п 
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A muddled manifesto 


Developed and developing countries seem unable to agree 
on the content and agenda for needed economic reforms 


By Robert Manning in Washington 


Ll Ud questions remain over the 
prospects for trade and monetary 
reform in the aftermath of the special 
meeting of the International Monetary 
Fund Interim Committee and the joint 
IMF/World Bank Development Com- 
mittee from 17-19 April, though both 
pillars of the world financial system 
received a general endorsement for 
their financial policies. 

The impetus for the special meetings 
was to keep within the IMF framework 
discussions of debt and finance issues 
as an alternative to developing-coun- 
try calls for a global conference. But 
they were not without confrontations. 
There were disagreements over trade 
issues and a row between the Group of 
24 (G-24, representing the less-de- 
veloped countries, or LDCs) and the 
industrialised nations, over the United 
States-led push for a new round of 
trade-liberalisation talks. 

This portends serious rifts on key is- 
sues such as the expansion of the Gen- 
eral Agreement on Tariffs and Trade to 
include services and high-technology 
trade. The G-24 scepticism towards a 
new trade round was evident in its 
final statement, which emphasised the 
decline in resource flows to LDCs and 
their debt problems. 

In the section on trade, the G-24 said 
the precondition for a new trade round 
of the Gatt is a rollback of current pro- 
tectionist measures. Moreover, the G- 
24 emphasised that the new trade 
talks, “must be confined to trade in 
goods only" and should have as the 
basic objective, "significant enlarge- 





ment of access for developing coun- 
tries' exports to the markets of the de- 
veloped countries. " 

This rift delayed the final com- 
munique of the Development Commit- 
tee for seven hours. as officials 
sought unsuccessfully to bridge the 
gap. The result was an ambiguous, wa- 
tered-down version of the G-24 posi- 
tion. The committee did not list any 
preconditions for a new trade round, 
but called on all governments to resist 
protectionism and to give priority to 
"unfinished business of the 1982 Gatt 
work programme. " 

It explained that this could "lay. the 
basis for the general participation of 
all countries in the trade negotiation 
round." But the committee noted that 
“a number of countries have decided to 
embark" on a new trade round 
nonetheless; 

The question of the nature of prop- 
osed talks on monetary. reform was 
another point of contention. US As- 
sistant Treasury Secretary David Mul- 
ford elarified the proposal made re- 
cently by Treasury Secretary James 
Baker for a conference of major indus- 
trialised countries to improve. the 
monetary system. 

Referring to a study by the Group of 
10 developed nations (G-10) that is to 
be the basis of their discussions, Mul- 
ford said: “It looks as though the study 
will conclude that no major reform of 
the monetary system is necessary." 


"Thus, the Baker proposal boils down to 


an offer to host a caucus of industrial 
countries to discuss "improvements" 
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in the monetary system based on the G- 
10 study. 

Such talks would remain within the 
framework of the IMF Interim Com- 
mittee, which would formally make 
any decisions on altering the monetary 
system. Mulford stressed that the US 
sees “no need to go back to a fixed-rate 
system” of exchange rates. 

The apparent shift in the US stance 
on monetary issues seems to be con- 
nected with the low 1.3% first-quarter 
growth figure released by the US Com- 
merce Department. Offically, the ad- 
ministration of President Ronald 
Reagan has not revised its 3,4% growth 
projection for 1985. But US officials, 
fearing an ebb in the recovery, are now 
emphasising the need to synchronise 
the mix of fiscal and monetary policies 
among the US, Japan and Western 
Europe by “enhanced surveillance" by 
the IMF. 

Thus, the US would like to see Japan 
import more, Europe adopt faster 
growth policies, while the US reduces 
its budget deficit, now estimated by 
the administration to be $213 billion 
this year. 


he G-24 objects that the Baker pro- 

posal denies them “full partner- 
ship" in the monetary talks. Mean- 
while, a host of G-24 proposals on debt 
and finance were ignored, including a 
call for a new issue of special drawing 
rights (SDRs), the creation of a task 
force to study debt, an IMF Special 
Facility to cushion debtors against 
rises in interest rates and a call for 
US$3 billion to be added to the World 
Bank's concessional lending agency, 
the International Development As- 
sociation. 

With regard to IMF and World Bank 
policies, there appeared to be consen- 
sus on what some called, “the two new 
ladies" — Miga (Multilateral Invest- 
ment Guarantee Agency) and Myra 
(Multi-Year Rescheduling). The World 
Bank's proposal to create Miga was en- 











to "improve the investment climate in 
expect- 
ed to be approved at the next World 
Bank/IMF annual meeting in Seoul in 
October. 

Myra is less a formal institution than 
a modus operandi based on the recent 
Mexico multi-year rescheduling model 
to "reward" debtors who have im- 
plemented adjustment policies. The 
Interim Committee urged that adjust- 
ment efforts be supported by “a readi- 
ness to restructure past maturities of 
loans extended by private and official 
creditors." IMF managing director 
Jacques de Larosiére said the meet- 
ings *reaffirmed the case-by-case ap- 
proach" to the debt problem. 

The Interim Committee conceded 
that a number of countries still have 
serious debt problems, and that LDC 
"commodity prices and terms of trade 
have not recovered," but offers no new 
instruments for increasing capital 
flows via either the IMF or the World 
Bank. Proponents of a new SDR allo- 
cation lack the votes to implement 
such à-move. Arguing against a new 
SDR allocation, Baker said that global 
reserves “have grown by 10% a year 
since 1982." 

World Bank president Tom Clausen 


AUSTRALIAN BUSINESS FOR SALE 


Opportunity to purchase Australian business — Simulated Indoor Plant Supply. 
Head Office, Workrooms and Showrooms in Melbourne. Showroom and Office 


in Sydney. Agents in other States. 


Main structure sales to Offices, Shopping Centres, Hotels, Restaurants and 


Homes. 
Includes growing Party Plan Section. 
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1 ase until the Seoul m 
due to what he described ‘as, “i 
momentary pause" in bank lendin, PR 
expected to total less than US$11 t єй 
lion in fiscal 1985 (ending 30 June) = 
US$2 billion less than bank projections ў 
Baker seized on tliis point and told the 
Interim Committee that “the World _ 
Bank's main arm, the International _ 
Bank for Reconstruction and De ju 4 
ment [IBRD], can lénd up to US$13 bile _ 
lion annually indefinitely without 
capital increase.” 

But at the conclusion of the 
ings, Clausen said he projected IBI 
lending at US$40-45 billion from f 
1986 through fiscal 1988, and thus t 
need for a capital increase, “at least 
large as the last one" (which: 
US$40 billion). f 

Baker said private bank lendin 
non-oil LDCs shrank from US$45 
lion іп 1981-82 to US$14 billion im — 
1984. According’ to IMF figures? _ 
foreign direct investment in the T ! 
World totalled US$9.6 billion — about — 
14% of all capital flows. If direct ing ' 
vestment increased by 10% а year, if _ 
would still provide less than 20% 
what the IMF projects would be res 
quired to sustain 4.5% annual Û J 
growth. а 
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Turnover nearing A$2,000,000. Growth averaged 96% per year over last З 
years. High potential for U.S. firm wishing to enter Australian market. Good Pro- 
fit. Many Supply Contacts Asian area. Price: A$500,000, plus stock at cost (ap- 
prox. A$350. боо). For further details, brochure, etc., contact: 

P. Dunn, Accountant. 

Suite 29, Albert Square, 37 Albert Road, 

Melbourne 3004, Australia. Phone (03) 26 5626 
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AUSTRALIA 1 
AUTOMOTIVE INDUSTRY А 


А well established business іп the automotive industry is available for i 
sale. 


The business is situated in Melbourne and has ап annual turnover in 1 
excess of $3,000,000.00 with a high profit margin. 


Sale of the freehold premises from which the business is operated can 
also be arranged. 


Enquiries: Coady Dwyer and Associates, 
Solicitors, 324 St. Kilda Road, Melbourne, Vic. 3004 


Tel.: 03. 699.4255 Telex: AA 35590. 
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/" By Francois Nivolon in Vientiane 
B. ine years after the communist 
ive [e takeover, Laos gives the outward 


'appearance of a country subdued by an 
ج‎ — uncompromising socialist regime. But 
à closer investigation shows the socialist 
transformation is far from complete: 
-ecollectivisation of agriculture is still 
- minimal, small business activities are 
hA cm and even some import-ex- 
___ port business is carried out by private 
i irms. 
E The 1981-85 five-year development 
~ plan has curiously never been made 
Ё _ public — only its outlines are known — 
— but Western experts agree they are 
realistic, given the country's lack of 
basic infrastructure. Emphasis has 
"been put on agriculture, restoration of 
— infrastructure, education and public 
` health. 
The socialisation of agriculture is 
- still limited, with less than 20% of pro- 
13 duction under state control. Officials 








n out the country, only pom 
_ 700 are considered 
5 "exemplary," even if pro- 
- duction from most of them 
_ Îs limited. The state gets 
most of its agricultural out- 
put from small-scale farms. 

Peasants are required to 
| deliver to the government, 
| asa form of income tax, 100 
— kg of paddy per ha of fertile 
soil and 80 kg for rice fields 
— with low yields. Very little 
rice is bought bv the state, 
which permits farmers to 
dispose of their surplus 
in the free market or 
“in exchange for consumer 
goods. 

_ There is no sense of urgency in bring- 
Ang agriculture under overall state 
control. Deputy Prime Minister 
'Phoumi  Vongvichit has  scotched 
rumours that collectivisation, after a 
first attempt failed in 1978, would be 
stepped up again. "We cannot go post- 
haste. Socialisation must be carried 
out slowly, accor ding to the Lao popu- 
lation possibilities," he said. State 
farms, it is generally acknowledged, 
— have been a financial failure. 

The last rice crop, covering a total 
area of 800,000. һа; produced 1.2 mil- 
lion tonnes of paddy, or slightly more 
than the country's needs, and Western 
experts agree that self-sufficiency may 
well be sustained in the future. Other 
main crops last year included coffee 
(6,000 tonnes), maize (90,000 tonnes), 
sugar cane (50,000 tonnes), cotton 
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` Deliberate change 


Laos slowly rebuilds itself in the socialist mould, but 
hampered by the rate at which it can absorb foreign aid 


(8,000 tõħnes) and tobacco (8, 000 ton- 
nes). 

Reafforestation and resource exploit- 
ation, implemented with the assist- 
ance of East European countries and 
Sweden, is one of the most significant 
programmes under way in Laos. To 
complement it, the World Food Pro- 
gramme (WFP) has worked out a three- 
year US$1.5 million programme to de- 
liver food rations to Luang Prabang 
mountain peasants who volunteer, 
during the off-season, to carry out 
reafforestation work and establish ter- 
raced rice fields. 

Apart from a planned Soviet-built 
200,000-tonne cement plant, the deve- 
lopment of industry is limited and has 
no real priority in national planning. 
The output of tin 
at the Phong 
Tiou mines has 
fallen to 250 ton- 


nes a year but should increase with the 
exploitation of new veins. A prelimi- 
nary study carried out by French ex- 
perts in 1962 indicated the presence of 
two high-quality iron-ore deposits on 
the Plain of Jars, with próbable re- 
serves of 2 billion tonnes. 


ut the same infrastructure prob- 

lems as in 1962 still remain: the 
construction of a railway and, in Viet- 
nam, the building of a sea port for ore- 
loading and transportation, would cost 
billions of dollars. 

Reconstruction of the 1,200-km 
Highway 13 linking southern Laos 
with Vientiane and Luang Prabang 
should be completed by the end of this 
year, due largely to technical and fi- 
nancial assistance from the Soviet 
Union. The building of the last bridge 














under vU Рене о fu 
landlocked Laos, Highway 9, linking 
the Mekong river town of Savan- 
nakhet to the coast of Vietnam, should 
be entirely rebuilt with Soviet and 
Vietnamese aid by 1990. Work on a 
number of bridges has now been com- 
pleted with the help of Sweden, Hun- 
gary and Czechoslovakia. 

Roads built by Chinese engineers in 
very thinly populated areas of north- 
ern and western Laos between 1963 
and 1974 for strategic purposes are of 
little use except, paradoxically, for 
Vietnamese troops on duty along the 
Chinese border. 

Hydroelectricity generation is the 
government's largest source of hard cur- 
rency. Laos uses only 10% of its output 
and exports the rest to Thailand. That 
represents an annual income of US$23 
million, or 90% of its total exports. The 
third and last stage of the Nam Ngum 
hydroelectric project, northwest of 
Vientiane, is nearing completion with 
the installation of a fifth generator. In- 
stalled power will then rise from 120 
mW to 150 mW and exports to Thai- 
land (backing up rural electrification 

of its northeast region) will 
s increase accordingly. 
Laos relies heavily on 
? foreign assistance for eco- 
nomic development. Most of 
that is in outright grants or 
concessional, extremely 
long-term loans. From 1978 
to 1982 disbursed foreign 
aid totalled US$90-110 mil- 
lion a year. In 1983, how- 
ever, due largely to a lack of 
local expertise and poor 
transportation, which to- 
gether blocked further ab- 
sorption, aid declined to 
US$82 million with US$10 
million earmarked for tech- 
nical assistance and US$72 
million for development. 
The figures for 1984 were of 
similar magnitude. 

Of the 1983 funds, inter- 
national organisations pro- 
vided US$13 million, of 
which US$4.5 million came from the 
United Nations Development Pro- 
gramme (UNDP). Western govern- 
ments contributed a further US$16 
million on a bilateral basis. Financial 
assistance from the Soviet Union and 
other socialist countries, of which de- 
tails are rarely available, was esti- 
mated at US$53 million. 

Since 1980, UNDP assistance in the 
form of grants totalled US$21.5 mil- 
lion, of which US$9.5 million went to 
projects completed before the end of 
1984, with US$12 million allocated to 
projects due for completion between 
1985 and 1989. UNDP financing 
through various international agencies 
goes essentially towards the develop- 
ment of agriculture, fisheries, civil 
aviation, education and health. A recent 
grant of US$1.7 million will bankroll 
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Record figures at Sulzer. (met/yr) To date, more than 120000 shuttleless Sulzer Rüti looms have left the Zuchwil 
and Ruti assembly lines. Each day, 140 tons of machine components must be dispositioned by the Sulzer receiving 
station to keep the world's largest weaving machine production plant fully operational. Every day, Mettler scales 
count 20 000 machine parts before they are stocked or forwarded to the assembly bays. 
Surprised? You thought they only needed Mettler scales in clean laboratories? We've compiled a documentation - 


that shows how Mettler scales weigh, count, mix and check anything from 6 tons to 0,000 000 1 grams under the | 
most adverse conditions. We'd like to send you this documentation. 


Я Mettler scales are counting here. 
O T 


Mettler Instrumente AG, CH-8606 Greifensee, Switzerland, Tel. (01) 941 22 41, Telex 54592 - Represented in over 120 countries 


Mettler Precision Scales. Our name carries weight. "JULLE AL — 
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k plants at Luang Prabang and Paks kse. - 
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Development Association (IDA) loans 
was US$4.8 million. Since 1978, IDA 
has extended to Laos five interest-free 
loans repayable over 50 years with a 
10-year grace period and only a yearly 
service charge of 0.75 of a percentage 
em Four loans, totalling US$38 mil- 

, went towards improvements in 
E and one of US$15 million 


_ Was allocated in 1981 for the installa- 
tion of the fifth generator at the Nam 


-— Ngum dam. 


Opec also contributed to the Nam 
Ngum project — a US$5 million loan, 


repayable over 10 years with an annual 


interest rate of 8?5. The oil cartel has 
since furnished another US$5 million 
loan, under the same conditions but 
this time with no interest, to finance 


"the building of five irrigation reser- 


voirs on the Vientiane Plain and a third 
one of US$1.5 million to cover mainte- 


` nance costs. 


The Asian Development Bank pro- 
vided two 30-year loans in 1983 with a 


‘service charge of 1% — US$6.3 million 


for rural electrification on the Vien- 


| tiane Plain and US$8 million for road 
- improvements in the same area. A 
. grant of US$2.5 million was extended 


in 1983 by the UN Capital Develop- 


- ment Fund for the rehabilitation of the 


Mekong River port of Thanaleng, 10 
miles from Vientiane. 
Future assistance from the multilat- 





PLANNING 


Tm: posés on 








pacity о 
country to absorb the funds and to 
maintain equipment supplied with this 
aid. Of 11 projects approved by the 
WFP at a total cost of US$16 million, 
only one has been completed. 

A survey carried out in 1981 by the 
Lao Government, with the help of the 
International Labour Organisation, 
showed that in the field of public 
works alone there would be a shortage 
of 206 engineers, 233 highly qualified 
experts and some 5,000 other staff for 
necessary work scheduled in 1985. 


lmost all Western bilateral assis- 
tance comes as grants from Swe- 
den, the Netherlands, Australia and 
Japan. The Netherlands and Australia 
contribute through the Interim 
Mekong Committee. Swedish aid runs 
to about US$10 million a year: since 
1979, US$24.5 million has gone to two 
forestry projects at Muong Mai and 
Tha Bok, US$1 million for regional 
development near Paksane, 120 km 
northeast of Vientiane, US$1.5 million 
towards irrigation dams, US$12 mil- 
lion for the construction of a vehicle- 
maintenance workshop and US$1 mil- 
lion for the purchase of kerosene and 
consumer goods. 

Dutch assistance runs to about US$4 
million a year. So far, a total of US$4.5 
million has been allocated to irrigation 
and fish production projects, US$3.2 
million to the construction of a river 


Conflict over strategy 


India's economic growth could suffer a downturn during 


the seventh-plan period because of resource constraints 


By Mohan Ram in New Delhi 

ndia's Planning Commission (PC) and 

the Finance Ministry are in a tug of 
war over the size and feasibility of the 
seventh five-year plan (April 1985- 
March 1990) The PC's approach 
paper, prepared in 1984, had envisaged 
a public-sector outlay of Rs 1.8 trillion 
(US$137 billion) at 1984-85 prices, as- 
suming an overall annual growth rate 
of more than 5%. The plan was to em- 
phasise "food, work and producti- 
vity." The National Development 
Council, the supreme decision-making 
body on plan matters, had in July 1984 
endorsed the approach paper but the 
plan could not be formalised because 
of political uncertainties. 

Prime Minister Rajiv Gandhi, who 
succeeded his assassinated mother, 
won the ensuing December 1984 elec- 
tions and reconstituted the PC in Feb- 
ruary 1985. In the meantime, a looming 
resources crunch had raised serious 
doubts about the government's ability 
to finance the projected plan outlay 


54 


without fuelling inflation. A meeting 
of the PC scheduled for 6 April to de- 
cide the size of the 
plan had to be put 
off indefinitely be- 
cause of sharp dif- 
ferences between the 
Finance Ministry 
and the PC, which 
Gandhi heads in his 
capacity as prime 
minister. 

The proposed Rs 
1.8 trillion outlay 
does not appear to be 
such a significant in- 
crease in real terms 
on the just-finished 
sixth plan. Against a 
target increase of Rs 
975 billion (at 1979- 
80 prices), actual 
spending during the 
sixth-plan period is 
estimated to have 


Singh: tax cuts promised. 




































port at Keng Kabao, near Savan- 
nakhet, and US$300,000 to works at 
Thanaleng, the port for Vientiane. In 
1980, the Dutch gave US$9 million for 
the purchase of various commodities. 

Japan is devoting US$3 million 
grants yearly to the development of 
Laos. In 1983, US$2.6 million was 
committed to the rehabilitation of the 
water-supply system in Vientiane and 
Japanese aid is now going towards the 
construction of a pharmaceuticals 
plant which should satisfy most of the 
country's needs when it is completed in 
late 1986. 


exceeded Rs 1.1 trillion. But in real 
terms, spending is likely to have fallen 
short of the target by 20%. The propos- 
ed Rs 1.8 trillion outlay (at 1984-85 
prices) on the seventh plan would be 
equivalent to only Rs 985 billion in 
1979-80 prices, Rs 10 billion above the 
projected sixth-plan total. Proposed 
public-sector investment would be 
33% of the gross domestic savings, 
lower than the sixth-plan achievement 
of 34.7%. And this, after assuming a 
savings rate of 26% against an esti- 
mated 23% during 
the sixth plan. 


On mobilisation 
of resources, the 
seventh plan as- 


sumes that Rs 600.59 
billion will be made 
available from pri- 
vate domestic sav- 
ings to the public 
sector (that is, mar- 
ket borrowings and 
drafts on other public 
savings such as small 
savings, provident 
fund and so on). The 
private sector con- 
tributed Rs 418.32 
billion (at 1984-85 
prices) to the sixth 
plan. *Own resources 
of the public sector" 
are expected to con- 
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pment mainte- 
1982, US$4 mil- 
Тобе at village 











st Laos comes 
ries, But very few 


accor ae to international organisa- 
tions, 550-civilian Vietnamese experts 
were present in Laos in 1983. Gener- 
ally, socialist aid is concentrated on 
road building, civil aviation, agricul- 
ture and especially forestry, telecom- 
munications and technical education. 

Czechoslovakia completed two large 
bridges on Highway 9 and is financing 
the establishment of pig farms with a 
long-term loan equivalent to US$2 
million. It has extended a grant of a 
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tribute Rs 595.49 billion against Rs 
479.29 billion during the sixth plan. 
This sector comprises three items: 

» Balance from current revenues, 
which is expected. to be negative 
(minus Rs 39.18 billion) in contrast to à 
contribution of Rs 59:94 billion during 
the sixth plan. This is because tax re- 
venues are not rising fast enough to 
meet the increase in non-plan expendi- 
ture on items such as defence, interest 
payments and subsidies which to- 
gether add up to more than 75% of the 
total non-plan spending. 

» Internal resources of public-sector 
enterprises, due to go up from Rs 82,08 
billion to Rs 225.6 billion. In the past, 
the major contribution to this item 


came. from the oil sector (because of : 


stepped-up domestic oil output and 
higher prices). But this contribution 
cannot.expand comparably during the 
seventh-plan period. So non-oil pub- 
lic-sector enterprises will have to show 
& much better performance than in the 
past. This additional resource mobili- 
sation, as an official document points 
out, will have to come from increased 
efficiency of operation as the scope for 
further rise in product prices is limit- 
ed. - 

» Additional resource mobilisation 
through tax effort, from Rs 337.27 bil- 
lion during це sixth plan to Rs 409.03 
billion. 


e government admits. | | 


| ; Bulg: 
USO 00 “vegetable соіа о аре y 
plant, and a team of 40 Soviet experts | 
recently completed a survey for a | 
pipeline from Da Nang in Vietnam to | 
Savannakhet. | 
Scholarships are an important form | 
of socialist assistance. Vietnam 
granted 5,300 scholarships in 1983 for | 
the training of skilled Lao workers and | 
for higher education at. university | 
level. Also in 1983, 1,200 students re- 
turned from Vietnam to Laos. The | 
Soviet Union is extending 350 scholar- | 
ships a year, East Germany 200, Bul- 
garia 40, and Czechoslovakia 40. Some 
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that the environment for concessional 
external borrowing has deteriorated 
and cautions against large-scale com- 
mercial borrowing, the seventh plan 
projects a rise of net external aid to 
Rs 199.84 billion from the net borrow- 
ing of Rs 84.87 billion during the sixth 
plan. Even if all these projections (in- 
cluding a 26% savings rate) turn out to 
be realistic and were to materialise, the 
resources mobilised would not exceed 
Rs 1.4 trillion, leaving a shortfall of 
Rs 400 billion. The planners assume 
aggregate deficit financing to be Rs 
100 billion over five years but the sixth 
plan had provided for deficit financing 
of Rs 50 billion which in reality turned 
out to be more than Rs 128 billion. De- 
ficit financing has already reached Rs 
33.49 billion in the first year of the 
seventh plan. 


here are differences between the 

PC and the Finance Ministry 
on how to reduce the shortfall. The 
government is not inclined to step up 
its taxation effort beyond what has al- 
ready been assumed in the approach 
document. In fact, the first budget of 
Gandhi's “new look" government (for 
1985-86) made a liberal lowering of 
taxation (REVIEW, 28 Mar.). 

Finance Minister . Vishwanath 
Pratap Singh has told the PC that 
there will be a further reduction in tax- 
ation in the coming years. His ministry 
is against increased taxation but 
thinks it would be possible to find the 
resources for the plan through more ef- 
ficient collection of taxes at reduced 
levels. But an influential section in the 
PC is sceptical about this. 

On the whole, the PC has serious ap- 
prehensions about leaving a huge gap 
of Rs 400 billion (22% of the proposed 
outlay) uncovered. Inflation might get 
out of control and deficit financing 
could zoom. There might be no escape 
from a scaled-down plan if it is to in- 
volve non-inflationary financing. But 
Gandhi told the first meeting of the re- 
constituted PC in February that “the 
resource position is undoubtedly very 
tight. However, it would be wrong to 
respond to the situation by cutting our 
plans.” 

The Finance Ministry may have the 
last word. First-year allocation of the 
seventh plan has been fixed at Rs 185 
billion compared with Rs 173.51 bil- 
lion in 1984-85, which is no real in- 
crease if inflation is taken into ac- 
count. “In view of the resource con- 
straint, while determining sectoral 
priorities, I have considered it prudent 
to complete projects already under im- 
plementation rather than taking on 
new starts,” the finance minister told 
parliament. The government seems re- 
conciled to a scaled-down plan and 
lower investment in view of the re- 
sources crisis and it means a less am- 
bitious growth rate. The sixth plan has 
achieved its target of a 5.2% average 
growth rate but this could be lower in 
the seventh plan. 











be prospect of a new Chinese cur- 
rency being introduced in the 
Shenzhen Special Economic Zone 
(SEZ), may not be as immediate as re- 
cent news reports indicate. Vice-Pre- 
mier Yao Yilin told Hongkong report- 
ers in Peking recently: “We intend is- 
suing a currency for the SEZ and are 
now making preparations for the is- 
suance, but we have not ac- 
complished the preparatory work." 

` Yao and Shenzhen officials suggest 
that the SEZ currency will be intro- 
duced only after the customs border 
separating the SEZ from the rest of 
Guangdong province — and thus the 
rest of China — is in operation. It is 
not known, Yao said, when this will 
happen, though the construction of 


the. border fence is now completed. 


thout an effective “second bor- 


is des as this has been called, it would 


imi ible to limit the use of the 
currency within the zone. 





A Yao is the first top-level official 
to say that the SEZ currency may 


not appear until 


perhaps 1987. 
Earlier 


lem of enforcing 
controls 


along 

the second bor- 

der, but proba- 

bly more to the 

debate within 

the. decision- 

ma circle 

about its effec- 

tiveness as a sol- 

ution to the pro- 

blem of black- 

market foreign-currency trading in 

the SEZ. Statements about China's 

apparent intention to issue the cur- 

rency have not been accompanied by 

any explanations of its rationale. 
Current official thinking is to peg 


| the new currency to the US dollar, 
said Shenzhen Vice-Mayor Li 


Chuanfang, and to make it freely con- 
vertible. Once the SEZ currency is in 
place, all other currencies — the ren- 
minbi, Foreign Exchange Certifi- 
cates (FECs), and the Hongkong dol- 
lar, which is now the main currency 
in Shenzhen — will be withdrawn. 
The possibility of the other major 
SEZ — Xiamen in Fujian province — 
having its own currency is even further 
down the road. Even after the Shen- 
zhen currency is introduced, it will 
have to go through a trial period be- 


fore the State Council dide кыры 
to introduce special units elsewhere. - 
At the recent Chinese People's Po- 
litical Consultative Conference - 
(CPPCC) — a national advisory coun- - 
cil — the topic which generated the - 
most heat among the members was - 
the Shenzhen currency plan. Sources | 
say this was a hot topic because many - 
of the participants were enterp i 
operators who were suffering 
Hongkong dollar black-market 
change operations. Private 
petitors (mostly the ѕо-саї 
kong compatriots) sell the Ha 
currency at a higher black 
rate dan the official Rmb 0. 


cial export prices and Hood 
market in pica and Macau. 


m Several. oí k 
ose arreste 


the йткени! 
against {һе їп- 
troduction of the 
special currency, 
and the call for 
the withdrawal 
of the FECs and 
banning of use 
of the Hongkong 
dollar in Shen- 
zhen, stem not from hurt pride that 
China's own currency was no longer | 
accepted in many places in Shenzhen 
but rather from the damage to the 
commercial interests of many mem- 
bers. 

How foreign banks will operate in 
this messy situation is a big question. 
The State Council announced on 12 
April that fo banks can now 
apply for branch licences in the four. 
SEZs. The regulations allow fi 
banks to deal in foreign exch: 
well as renminbi) in the zones, Шен 
only with foreign customers or 
Chinese corporations which are in- 
volved in joint ventures with жин Кие 
firms. It is not known. whether: ese 
banks will be liable should 
their customers be f. foun f 
foreign-exchange à 
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What makes Morgan 
the most innovative bank 
... anboth the Eurobond 
. and syndicated loan markets 





When Euromoney magazine asked the 
: |; leading participants in the world’s capital 
~ markets which bank is the most innova- 


Шуе in the international bond and syndi- 


. cated loan markets—"the best house for 
introducing successful new techniques" 
— Morgan ranked first in both areas. 

"Morgan is a corporate finance-driven 
merchant bank,” Euromoney wrote. “It 
tends to see the securities business from 
a company’s point of view; its corporate 
finance officers estimate how the bank's 
forex, swap and Eurobond capabilities 
can minimize costs and meet the partic- 
ular needs of the client company" 

Morgan has earned this recognition by 
putting our uniquely comprehensive set 
of capabilities to work for the long-term 
interests of our clients. | 

[1 As a major participant in the capital, 
credit, and local currency markets—as 
well as in worldwide foreign exchange, 
government bond, and bullion markets— 
we find many innovative ways to exploit 
intermarket arbitrage opportunities for 
our clients. 

C] Morgan is the only intermediary 
that can act with equal proficiency as 
either principal or agent in rate and cur- 

-rency swap transactions. Our strong 

“capital position, reflected in Morgan's 
ААА/Ааа credit ratings, enhances our 
role as principal and can reduce client 
costs and risks in each swap we arrange. 

LJ Because we concentrate on the 

International capital markets, we devote 












The Euromoney Poll 


*Which bank is the 
most innovative in terms of 
new instruments and pricing?"* 





Eurobonds 





Rank QN MD 
À Morgan Guaranty 96 
2 Crede wine First Boston - 71 


3 Salomon Brothers 


4 Merrill Lynch 47 
6 Orion Royal 8 
Swiss Bank Corporation 8 
8 Manufacturers Hanover 6 
9 Citibank 5 
Morgan Grenfell 5 
Samuel Montagy 5 
Smith Barney, Harris Upham 5 


Syndicated Loans 














1 Mor Guaran 48 
2 Citibank 45 
3 Chase Manhattan 27 
4 Samuel Montagu 18 
9  CreditSuisse First Boston 1 
8 Bankers Trust 9 
7 Merrill Lynch 6 
8 Bank of America 5 
Manufacturers Hanover 5 

10 Chemical Bank 4 
Lloyds Bank International 4 





"Asked of managers in the international bond and syndi- , 
oe Mentis pad October 1984 

all our worldwide resources to providing 
superior service in these markets. 

To illustrate Morgan innovation: 

For the Mass Transit Railway Corpora- 
tion of Hong Kong, our Eurobond under- 
writing subsidiary, Morgan Guaranty Ltd, 
was lead manager for the first Hong Kong- 
dollar-denominated floating-rate note 
issue. In this HK$500 million transaction, 


. The Morgan Bank 















we pioneered the use of the US, Treasury. 
style auction also employed in woss 
cessful issues for the Kingdom of Swe 
The first of these issues, for $500 million, 
gave Sweden the lowest cost related to. 
London Inter-Bank Deposit Bid Rat 
achieved in the Eurodollar floating-rate 
note market. s 

Other recent examples: profitable. 
Deutschemark defeasance transactions 
for three major U.S. issuers: zero-coupon 
Eurobond issues which we swapped into 
floating-rate funding for Electricité de 
France, Nordic Investment Bank, and 
Swedish Export Credit; a highly suc 
$125 million exchangeable floating-rate 
note issue for the Korea Exchange Bank; 27 
and Eurodollar bond issues swapped inte 
yen for four major Japanese borrowers 

Let us compete for your mandate. 
You'll find we deliver imaginative, cost- 
effective services in the capital markets 
with the same high quality and skill thar. 
have long been hallmarks of all Morgan 
banking business. 


Morgan Guaranty Lid, Edinin 
15 Queen's Road Central, Hon 
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Morgan Guaranty Ltd, New Kokusai 
Building. 4-1 Marunouchi 3-chome. 
Chiyoda-ku, Tokyo 100 

Morgan Guaranty Trust Company, 23 Wall 
Street, New York, NY 10015 
Offices in Tokyo, Hong Kong, 
Seoul, Taipei, Melbourne, 53 
Jakarta, Kuala Lumpur, and Ми 







n a centralized telecommunications network, rural 

areas could mean problems. 

Because the small rural exchanges are normally 
dependent on the metropolitan centers. All trans- 
mission paths run to and from outlying areas to the 
central exchange. If one of these paths is cut off, the 
rural communications system breaks down. Vulner- 
ability is thus built into the system. 

Centralized systems also suffer from high capital 
costs. Because delivered capacity is usually greater 
than actual needs. 

The Nokia Telecommunications concept is com- 
pletely different. 


Our systems are decentralized, so that even a small 
rural exchange operates independently. It continues 
to function even if it’s completely cut off from the 
metropolitan exchange. Maximum reliability is built 
into every Nokia system. 

State-of-the-art digital technology makes Nokia 
rural networks extremely cost-effective. And you 
don't need a special operating environment. A Nokia 
DX 200 digital exchange can be installed in a con- 
tainer! 

What's more, our systems are highly compatible. 
There's no need to remove your existing equipment. 

Nokia networks are built for controlled growth. 


We will get you 





Start with the sys 
as conditions change. The system grows to fit your 


stem you need today, and expand it 


needs—not vice versa. 


WHO IS NOKIA? 


We're a Fortune 500 company and one of the leading 
industrial groups in Scandinavia. Nokia employs 
30,000 people worldwide and has an annual turn- 
over of USD 1.7 billion. 

Our state-of-the-art expertise ranges from infor- 
mation systems and dedicated networks to public 
and mobile tele phone systems. 

We pioneered digital transmission in the late 


au 
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1960's, and in 1982 we installed the first fully digital 
local exchange in Europe. 

Our customers have specific problems that 
demand specific solutions. Like the systems we've 
designed over the past two decades in more than 35 
countries, including Hong Kong, Singapore, Indonesia 
and the People’s Republic of China. 

So if telecommunications is one of your top 
priorities, give us a call. We've got the answer 


NOKIA 


NOKIA CORPORATION, 541 ORCHARD ROAD 109-01. LIAT TOWEF 
TEL. 733-8922. TELEX RS 50160 NOKIA. ASK FOR DIRECTOR 
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The Oriental, Bangkok. 


Something to write home 
about since 1876. 


Joseph Conrad, 

Noel Coward, Somerset 
Maugham. These names 

spring most readily to mind 
when thinking of The Oriental's 
litany of literary-minded guests. 

Our most flattering writeup how 
ever, appeared not in a work of fiction, but in 
the authoritative pages of the `` Institutional 
Investor", which asked a hundred prominent 
international bankers to nominate the world's 
best hotel. 

They chose The Oriental and have contin- 
ued to do so for the last three years. 

From The Oriental, you're 5 minutes from down 
town. And mere seconds from sailing across the River of 
Kings to dine on Thai cuisine and feast your eyes on a 
classical dance performance. . .or to our health centre and 
sports complex. 

Within our gardens are two swimming pools, and 
within our hotel, both the renowned Normandie and Lord 
Jim's seafood restaurant. 

True, we offer only 400 rooms. Buy vou will enjoy 
the distinct advantage of a devoted staff of 1000. 


The Oriental, Bangkok 


A member of Mandarin Oriental Hotel < 


Hong Kong: The Mandarin. Bangkok: The Oriental. Manila: The Mandarin 


Jakarta: The Mandarin. Macau: The Oriental. Vancouver: The Mandarin 
Singapore: The Oriental (1986). Kuala Lumpur: The Oriental (1986) 
Hong Kong: The Excelsior, an Associate of Mandarin Oriental 

For reservation, call TheJeading“Hotels of thé*World or your travel agent 
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With the imminent expiry of MFA-III, pressure groups 
are gearing up to push their conflicting interests 


By Paul Sillitoe in Hongkong 


B: lines are being drawn for 
negotiations on the future of the 
Multi-Fibre Arrangement (MFA), the 
decade-old pact which regulates global 
trade in most textiles and garments. 
The pact seems likely to survive, 
though perhaps in a more restrictive 
form amid mounting protectionism — 
particularly in the United States. 

The current version of the pact, 
MFA-III, expires in mid-1986 and 
must either be renewed or scrapped by 
then. Talks on its future begin in July 
in the Textiles Committee of the 
Geneva-based General Agreement on 
Tariffs and Trade, under whose aegis 
the MFA operates. 

Preliminary positions prepared by a 
group of 21 developing-country tex- 
tiles exporters, and the US and the 
European Economic Community — far 
and away the most important players 
among the developed importers — 
suggest a consensus for renewal of the 
MFA for an unspecified term. 

The alternative would be to disman- 
tle the arrangement and conduct the 
affected 80% or so of world textiles 
trade under the rules of Gatt itself. 
That would mean scrapping the bilat- 
eral export-restraint agreements ope- 
rated under the MFA and returning to 
a regime of global, non-discriminatory 
import control (under the most- 
favoured-nation principle). 

In practice, however, a free-for-all 
might easily result which could 
quickly degenerate into a trade war. 
Unilateral, non-discriminatory import 
control looks good on paper but makes 
enemies in powerful places: to comply 
strictly with the letter of the Gatt rules, 
a European country, say, wishing to re- 
strain imports of garments from East 
Asian suppliers, would have to apply 
the same global restraints to all other 
suppliers — including Western ones. 

*For all its failings, the MFA is very 
detailed and provides an element of 
certainty," said a source familiar with 
the main exporters' position. Some in 
this camp feel the best hope for the 
Geneva negotiations is the apparently 
moderate line being taken by some in 
the EEC. 

The community, through its com- 
mission, has not made public its stand 
on what should follow MFA-III's éx- 
piry. But semi-privately, officials have 
indicated that a further extension of 
the MFA is favoured, possibly on 
slightly more liberal terms than the 
current version, and perhaps carrying 
a commitment to phase out the pact 
within a certain time. 
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To some extent this reflects the view, 
espoused most strongly by Gatt it- 
self (REVIEW, 26 July '84), that the MFA 
was established as a temporary mea- 
sureto help the Western textiles indus- 
try to “reorganise” following the rapid 
rise in imports from developing coun- 
tries — particularly in East Asia — in 
the early 1970s. That purpose has 
largely been served, it is argued. 

Indeed, many in Europe now recog- 
nise that the MFA has not only im- 
posed a lopsided burden on a small, 
conspicuously successful group of ex- 
porters; it has also, by way of heavy 
quantitative restrictions, served to 


raise prices in protected countries (be- 
cause exporters most affected by the 
restrictions seek steep qualitative 
gains. Hongkong is perhaps the most 
striking example of this move up-mar- 
ket). 


A. Organisation for Economic Co- 
operation and Development study, 
Costs and Benefits of Protection, cites 
the MFA in several cases underlining 
the disadvantages of heavy protection. 
It notes: "The disproportion between 
costs and benefits has been particu- 
larly great in cases involving highly 
discriminatory and complex restric- 
tions imposed on a large number of po- 
tential suppliers — as, for example, in 
the MFA." 

The OECD report cites a study of the 
British clothing industry which 


suggests that the average increase in | » Establishment of the right of dè- | 


"We CN ACRES 





items such as jeans, 30-50%.” 


of ıd for lower-d 
Even more significant — especially — 
as a bargaining point for developing- _ 
country exporters — is the recognition 
that technological change and produc- _ 
tivity growth have probably done more 


to reduce employment in the textiles | 


and clothing industry of the EEC, and 
perhaps to a lesser extent in the US, 
than have low-cost imports 









The OECD says that, in the longer - 


term, “protection can accelerate capi- 
tal-labour substitution, further redue- 


ing industry employment. Capital- | 


2 2 є 
labour ratios in the textiles industry, — 


for instance, have gone from being well 
below the manufacturing average in 

the 1950s to some 20% above average 
now." 

Again citing a British study, the re- 
port notes the estimate that productiv- 
ity growth in that country's textiles in- 
dustry will reduce employment by 
nearly 40% over the period 1983-97. - 
“Abolishing the MFA would, 
over the same period. involve а 


ing' each of these jobs costs UK 


as much as the yearly wage of a 
textile worker." 

But if there are welcome indi- 
cations that the Europeans are 


the opposite appears to be the 
case in Washington — which is. 


general and more inclined {0 
hammer textiles in particular. It 
is clear the US textiles manufae= 
turers’ lobby is now more If 

fluential in decision-making” 
than at almost any time in the 


lobby favours a toughening of 
the MFA as a means of applying 
further restrictions to the lead- 
ing exporters. 

The REVIEW has learned that 


turers Association, for one, has 
suggested extension of the MFA on _ 


fall in employment of only 7%, _ 
equivalent to 13,000 jobs. ‘Sav= — 


consumers annually about twice | 


past. It is also clear that this - 


the American Apparel Manufac- — 


20 


taking a more realistic position, ` 


becoming more protectionist in. — 


А 


terms that would involve considerably 7 


greater restraint, including: 


A 
> Coverage by the MFA of textiles and 
clothing made from all fibres. At pre- | 


sent, the natural fibres silk, ramie and 
linen, for example, are not restricted 
under the MFA. 

» Removal of guaranteed growth and 
flexibility provisions. These provisions 
have become progressively 
with each MFA renewal. Although 
overall growth limits set in bilateral 
agreements are very tight, such flexi- 
bility provisions as swing and carry- 


over permit manufacturers to meet — 


changes in demand by swapping ехе 
port quotas from product category to 
category, or by "borrowing" quota 
from a future issue. 


» 


». 


tighter ıı _ 


| 













By Shada Islam in Brussels 


rospects of a return to worldwide 

free trade in textiles are dis- 
counted as an "illusion" by European 
textiles producers who have started 
clamouring for continued protection 
of their industry as preliminary posi- 
tions are taken over the future of the 
General Agreement on Tariffs and 
Trade's Multi-Fibre Arrangement 
(MFA). 

"A return to the general rules of 
Gatt cannot be contemplated" for the 
international textiles trade, said 
Camille Blum, president of the As- 
sociation of EEC Textile Manufac- 
| turers. “Such a move would create а 

| situation of permanent insecurity 
due to the uncontrollable unilateral 
measures which will be taken," he 
warned. But community consumer 
| organisations say MFA restrictions 
- have led to higher prices for textiles 
| and garments in Europe. Prices could 

fall by about 10-15% if the MFA is 
abolished, they say. 

Caught in the middle of the two 
| warring groups, European Commis- 
| sion officials are being very cautious 
- | about making public pronounce- 
—— | ments on the future of the MFA. It is 
* clear, however, that no one in the 

_ | EEC really believes the MFA can or 
— | will be abolished. 

E. "The suppression of the MFA 
would be politically unrealistic and 





= veloped-country importers to apply 
| different policy approaches to differ- 
= ent groups of exporting countries. This 
` suggestion has not been expanded 
upon, but obviously any such move 
— would be aimed mainly at further re- 
` straining imports from the dominant 

_ East Asian suppliers. 
| Amid signs in Washington that a 
| broad coalition of interests has begun 
E lobbying for a new, tougher MFA — 
| the apparent objective of the hard-lin- 
_ ers being a reduction in absolute terms 
— of textiles imports — the exporters fear 
- that these bullying tactics could dilute 
X what sympathy they find in Europe 
. and in the American importer/con- 

. sumer lobby. 

_ The exporters have begun the pro- 
- Cess of solidifying their stand through 
_ workshops conducted under the Pro- 
. gramme of Cooperation Among De- 
veloping Countries' Exporters of Tex- 
к tiles and Clothing —a forum which has 
| operated under the auspices of the 
j United Nations Conference on Trade 
and Development since 1980. Repre- 
sentatives of 21 developing countries 


b. held their latest meeting in Mexico 
1 City in April and are scheduled to meet 


62 4 
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Textiles are unsuited to the free-trade arena, say European 
producers, though consumers disagree 
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inopportune," the EEC commissioner 
for external relations, Willy de 
Clercq, told Belgian textiles produc- 
ers recently. De Clercq stressed that 
“we will have to find a balanced solu- 
tion. On the one hand, we can't risk 
disrupting the restructuring of the 
EEC textiles industry. On the other, 
we can't forget that the liberalisation 
of world textiles trade is the ultimate 
objective of the MFA." 

EEC officials point out that they 
still do not have a formal negotiating 
stance. "The process of drawing up 
an EEC position on MFA renewal has 
not even begun yet," said one com- 
mission expert. Formal European 
Commission proposals are expected 
to be sent to the 10 member states' 
capitals for study and debate by the 
beginning of June, he said. Ministers 
might then take several weeks to ap- 
prove or modify the commission's 
suggestions. 

One of the possibilities under study 
is relaxation of some of the more de- 
tested provisions — such as the anti- 
surge clause — included in the EEC's 
bilateral pacts with developing coun- 
tries. But community in- 
dustry will probably re- 
sist such moves despite its 
publie support of *the in- 
terests of the genuine de- 
veloping countries," 


again in Seoul in Sep- 
tember. It is believed a 
further meeting may be 
held in China early in 
1986. 

A communique issued 
after the Mexico City meeting said par- 
ticipants reaffirmed their agreement 
that their approach to the fulfilment of 
the Gatt ministerial declaration of 
1982 — which calls for the eventual re- 
turn of textiles trade to Gatt rules — 
"should be determined by the funda- 
mental principles of the multilateral 
trading system.” These include non- 
discrimination; comparative advan- 
tage; prohibition of quantitative re- 
strictions, and favourable treatment of 
developing countries. 


he Mexico meeting stopped short of 
producing a detailed, unified nego- 
tiating position. It did generate suffi- 
cient unanimity of views to be hailed 
by several participants as an impor- 
tant achievement. However, this no 
doubt reflects the fact that a number of 
governments have yet to firm up na- 
tional negotiating positions. 
It is believed a minority among the 
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er few years i 
the last such rériewal also are pushed 
aside by EEC industrialists. Labour 
representatives are equally adamant 
that the community should continue .. 
to restrict textiles imports from the + 
so-called low-cost nations. Complete 
liberalisation, they say, will lead to 
even more job losses in the communi- 
ty's textiles sector. 

The threatsto-jobs theory can still , 
be heard in the EEC, though experts 
now admit that most of the un- 
employment in the textiles sector is 
the result of technological change 
and the ensuing increase in produc- 
tivity. More and more people now 
share the view that Europe's textiles 
industry will probably survive any 
elimination of the MFA. But, as one 
expert pointed out, such survival 
would be “ugly.” 

The United States’ stance during 
the upcoming MFA renewal talks 
also will influence the community's 
negotiating position. EEC specialists 
fear that the imposition of threatened 
new restrictions by the US adminis- 
tration could lead to a diversion of 
Third World textiles exports to the 
community. 

De Clereq told Belgian producers 
recently that he wanted other indus- 
trialised countries to contribute to a 
more “satisfactory balance” in world 
textiles trade. “The Japanese,” de 

¬. Clercq continued, should 
__ š “open up their markets,” 
sand the American admin- 
istration should reject 
moves by congress to re- 
duce imports. 
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21 currently favours a re- 
turn totheopen Gatt system 
from mid-1986. For one 
thing, it has been suggested 
that relatively newer sup- 
pliers, and those with rela- 
tively narrow product bases, find 
market access easier under a global 
import-quota regime. 

And suppliers with a substantial ca- 
pacity to retaliate against protec- 
tionist actions — China, forexample — 
may be better suited to the open sys- 
tem. Then too, some exporting coun- 
tries have encountered expensive dif- 
ficulties in the administration of bilat- 
erally agreed export quotas and might 
prefer an import-control regime. 

The majority believed to favour an 
extension of the MFA appears to be 
motivated on the one hand by pes- 
simism over the prospects for orderly 
non-MFA. trade in the present climate 
or for development of a viable export- 
based alternative to the MFA, and on 
the other by optimism that those in the 
importers' camp who favour liberali- 
sation of the existing pact, perhapsasa 
staging post to its abolition, will pre- 
vail. п 
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in the right shape? 


Ask Swiss Bank Corporation 


"If investment management were 
just a matter of making the right 
guesses, there would be even 
more new names getting into the 
act every day, and far fewer old 
names still around." 

Jacques Rossier, 

Senior Vice President 


However, as Mr. Rossier puts it, 
the first thing to remember about 
investment management 

is that you have to be very clear 
about your investment objectives. 
And for that, you also need 

to know how the external factors 
and the range of possibilities 

can affect these objectives. This is 
why many investors are look- 

ing for even more than an ability 
to make sound decisions when 
they choose a portfolio manager. 
They want to know what 

they're getting into, and they want 
to make sure their objectives 

are sound. So a good investment 
manager has to know his 
customers as well as his markets. 
It's a good reason for 

going to a good bank, with the 
organizational resources and 
experience to give you 

the “up-front back-up" you need. 


Swiss Bank Corporation > 


Schweizerischer Bankverein 
Société de Banque Suisse 


The key Swiss bank 


General Management in CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide _ 
network (branches, subsidiaries and representatives): Europe: Edinburgh, London, Luxembourg, Madrid, Manchester, Monte Carlo, Paris. North America: 
Atlanta, Calgary, Chicago, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogotá, Buenos Aires, Caracas, 
Lima, Mexico, Panama, Rio de Janeiro, Sào Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran Africa: Johannesburg. - 
: ‘Asia: Hong Kong, Singapore, Tokyo. Australia: Melbourne, Sydney. 
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y Husain Haqqani in Islamabad 


akistan has extended its system of 
rebates to exporters in an attempt 
! boost exports and reverse a worsen- 
ig in the country's external accounts 
which have caused foreign reserves to 
run down US$800 million in the past 
nine months. The government has also 
troduced concessions aimed at at- 
acting greater 
nking system by Pakistanis working 
road. 

As the main part of its strategy, 
ich was put into effect ahead of the 
ational budget) rebates of 7.5-12.5% 
1 be provided on exports of 22 man- 
etured items, nine semi-manufac- 

гапа three commodities, in äddi- 


<port items. 
у rebates, which cover such 
aditional exports as textilés, carpets, 
gical goods, tarpaulins and sport- 
goods as well as new items such as 
flowers and fruit, will cost the 
ernment Rs «900+ 1 000" million 
$56.6-62.9 million). Existing ex- 
‘rebates already involve almost 
ce this amount. 





By Colin James in Wellington 


mall investors queued outside 
branches of one of New Zealand's 
biggest building societies to with- 
savings on 17 April, following 
Ours that the society was about to 
sh: This was a rare event in New 
land, which has not seen a serious 
гота financial institution since the 
308, and it highlights the uncer- 
inty in the finance and currency 
arkets since the Labour government 
ẹgan deregulating them last July. 

The Countrywide Building Society 
lickly repulsed the rumours, enlist- 
B the Reserve Bank (New Zealand's 
mtral bank), its own banker, the Na- 
лопа! Bank.of New Zealand, and act- 
g Finance Minister David Caygill to 
е statements saying that it was 
sound. The*small investors who got 
ught up in the panie were ‘assured 
"that their savings records — and qual- 
ifications for house loans — would not 
suffer if they returned their withdr aW- 
als. 


to the existing, list of subsidised ; 


There seems no reason to doubt. the 
triple assurances on Countrywide, 














"imported consumer goods. 
the faling value of the local unit 


Islamabad adds many more products to its export-subsidy 
Scheme in a bid to check falling foreign reserves 


Finance Minister Mahbubul Hag 
said he expected the subsidies to 
stimulate exports, yielding additional 
revenue through increased produetiv- 
ity. Ironically, Hag had to justify the 
subsidies in the middle of a campaign 
for deregulation of the ‘economy, 


| launched by him in an attempt to se- 
remittances to the 


cure support from the new parliament 
for. such policies as privatisation. of 
nationalised industries and a more 
liberal approach to investment and 
trade. 


Officials say the extension of export ; 


subsidies was necessitated by a.de- 
terioration in Pakistan's foreign- ex- 
change position in the wake of rising 


"Imports and falling exports and remit- 


tances. So far in the current fiscal year 


(started 1 July 1984), exports have fall- 
сеп 12% while remittances 


from over- 
seas workers are down 14%. 
ı The rise in imports appears to, have 


_been checked, partly because ofa fall 


in demand due to the high p cost of 
However, 


against most currencies has not yet 


eedom hasi its 5 s price 


w Zealand’s financial deregulation : spawns a run 
on a conservative financial institution 


which accounts for 28%: of all building 
society business. Figures issued by the 
society showed assets totalling 
NZ$445 million (US$203 million), re- 
serves of more than NZ$40 million and 
liquid investments (government stock) 
of NZ$90 million, worth at least 
NZ$80 million at short-notice redemp- 
tion. 

Around NZ$170 million of the socie- 
ty’s deposits were at call and around 
5% of these were withdrawn during 
the run. Had therun been considerably 
more sérious, the society could have 
weathered it. On this basis, the Reserve 
Bank and. Caygill (who had been 
watching the situation for some days) 
thought it better to stay silent for fear 
of making matters worse. The society's 
management thought the same. But 
when the queues developed on 17 
April, all three issued statements. 

Reserve Bank governor Spencer 
Russell said the bank had studied the 


society's latest monthly statement айа: 
could find no substance for the. 


rumours. Caygill echoed that and cori 


| remittances. 











j “rupee in: rebates, 

country. will earn 10 in foreign. 

change, Haq pointed out. *Itisas 

| price. to pay to improve our trade bale 
ance.” According to the finance minis- 
ter, the government does not intend to 

, subsidise exports long term, but an ad- 
ditional incentive was needed to gen- 
erate interest in production for export. 
Middle East and Gulf markets are ех= 
pected to buy most of the subsidised 
Pakistani exports. 







part from increasing and expand- 
ing export subsidies, Haq also an- 
nounced several concessions for over- 
seas Pakistani workers to boost falling 
The measures include 
“permission for returning Pakistanis to 
„maintain -foreign-curreney accounts 
for three years, removal of the condi- 
tion that the. purpose of remittances 
should be specified if the amount ex- 
ceeds a certain limit and permission to 
banks to cash drafts on presentation 
without waiting for advice from the is- 
suing bank. 
— A pricing and rebates committee has 
also been created for the Pakistan steel 
industry to oversee a complex subsidy 
system for steel and engineering goods. 
Domestically produced steel will be 








demned the rumour-mongers. Then, in 
a very unusual move for a profession 
which normally does not discuss 
clients' accounts, National Bank of 
New Zealand chief executive Jim 
Macaulay said: "We consider they 
have got all the liquidity they need +-a 
| hell of a lot more than that mob [the 
people in the queues] can take out.’ 

Rumours about Countrywide first 
surfaced in early March, during the 
liquidity squeeze that followed the 
floating of the New Zealand dollar, 
and surrounded the terminal tax date 
of 7 March. Overnight interest rates 
stayed in the hundreds of per cent — 
one deal was done at 750% — for one- 
week money. The rumours faded, but 
emerged again on 12 April. 

There appear to be two main 
grounds for the rumours. One is the 
image Countrywide has projected ofit- 
self. Until a few years ago, building 
societies were the sleepy hollow- of 
New Zealand finance, serving only a 
small part. of the market. Much: of 
building society. business was in so- 
called "terminating. building socie- 
ties” — in which investors put their 
money in for a fixed term, during 
which they were eligible for ballots for 
interest-free house loans. Those who 
did not win. one of those loans.got their 
money back with interest. Terminating 

“séeieties were prevented: fróm taking 
| on new business by le tion n the 









































sold below cost so its price matches 
that of imported steel, In the case of. 
locally manufactured engineering 
goods, a rebate will be given at the 
point of export equal to the rupee value 
of the difference between the domestic 
steel price and the cif price of imported 
steel for the steel content of the pro- 
ducts. 

-/ The government has set up a revolv- 
ing fund to finance the rebates, and 
several steps are being considered for 
the financial restructuring of the 
Soviet-built steel mill, which began 
production at the turn of the year 
(REviEW, 21 Feb.). 






Soviet-built steel mill: selling below cost. 









Soon after announcing the subsidies, 
Haq, launched a “three-pronged stra- 
tegy to step up the tempo of the econ- 
omy,” including an increase in deve- 
lopment programmes, widespread de- 
regulation. and the ability to make 
tough decisions. He also emphasised 
the need for structural changes for 
which he now requires the support of 
parliament. 

Haq remains optimistic about the 
chances of success of his short-term 
policies and. longer-term strategy 
though the signs are not at all positive. 
Remittances are likely to remain 
below US$2.5 billion this year, while 
the government 
hasalready had to 
draw down for- 
eign-exchange 
reserves by about 
US$800 million. 
Subsidies, mainly 
for price stabili- 
sation, have sur- 
passed the levels 
provided in the 
budget leading to 
deficit of Rs 12 
billion in the 
government's ac- 
counts up to 
March, much 
more than the 
budgeted full- 
year figure of 
Rs 5.8 billion. D 





The other element of their trading 
was akin to the British model. Small 
investors put deposits into the society 
and draw on society funds for housing 
loans. Usually, to qualify for a loan, a 
borrower has to have a record of saving 
with the society. By legislation, the so- 
ciety has to put 85% of its lending into 
house mortgages. With the ending of 
terminating societies, the others, then 
mostly small institutions, began to 
rationalise and merge. Most of the 
building society business is now in the 
hands of two institutions, the United 
Building Society and Countrywide, 
which together account for 70% of the 
market. The remainder is divided 
among 31 other institutions. 


oth United and Countrywide have 

marketed themselves aggressively, 
establishing retail shop-front outlets 
and even automatic teller withdrawal 
facilities. Jazzy advertising, especially 
by Countrywide, has been a feature, 
enticing depositors with attractive in- 


- terest rates. This has given Coun- 


trywide, according to its chief execu- 
tive Peter Martin, a “flash Harry” 
image. This belied the essentially con- 
servative business practice required by 
legislation and in fact carried out by 
Countrywide. Small investors with- 
drawing money reinforced these 
doubts about the society's solidity and 
respectability. 

The broader reason for the suscepti- 
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bility of small savers to the rumours 
lies in the Labour government's rapid 
deregulation of the finance industry. 
From a tightly regulated environment 
under the final days of Sir Robert Mul- 
doon's 1976-84 government, financial 
institutions have found themselves 
free of almost all restraints. This has 
caused strains as the industry has ad- 
justed and begun to acquire the neces- 
sary market sophistication. Deregula- 
tion has cut profit margins, Under 
Muldoon's regulations, most did well 
and reported healthy profits. Over the 
next year or so those profits are ex- 
pected to diminish. In addition, the big 
institutions, particularly the four trad- 
ing banks, are becoming more aggres- 
sive in their marketing. There is wide- 
spread expectation that some of the 
less mainstream and smaller institu- 
tions will find it hard to compete and 
may need to be rescued. 

In this freer environment, building 
societies have been constrained by 
their 85% housing-loan requirement. 
They have asked for a relaxation of 
that rule, without response from the 
government so far. They also want to 
develop ancillary services — such as 
activity in the secondary mortgage 
market which is now developing — to 
enable them more flexible operations 
in their specialist area. Meanwhile, to 
allay the sort of panic that rumours 
caused this month, they are looking at 
setting up a mutual-guarantee fund. [J 








| has been caught by 


Building 
ill will 


A suspended foreign-backed 
project in Sri Lanka runs 
foul of minority shareholders 


By Manik de Silva in Colombo 


he Hongkong-based Overseas Trust 
Bank (OTB), which has operated à 
moderately successful Colombo office 
since 1978, has run into serious diffi- 
culty with an ambitious property deve- 
lopment on a prime 2-acre site in Col- 
ombo's Fort area. Three years after 
the project was vigorously promoted 
on the Colombo capital market by 
Overseas Realty (Ceylon) Ltd (ORCL) 
— the OTB group owns 82% of ORCE/s 
Rs 300 million (US$11.19 million) issued 
capital the building has not gone 
beyond the piling stage and further 
work has been suspended for a year 
with the permission of the Urban 
Development Autho- 
rity. 
In recent months, 
the company, which 


the depressed prop- 
erty market in Col- 


ombo, has faced 
angry criticism from 
Sri Lankan share- 


holders who have 
failed to see any re- 
turn on their invest- 
ment. A winding-up 


application has 
been made in the Colombo District 


Court by one shareholder. ORCL, 
while resisting this application, has 
made an attempt to placate Sri Lankan 
investors by offering to buy back their 
shares at their Rs 10 par value 

The ORCL project, conceived im 
three phases, was advertised as “the 
largest single property-development 
project in Colombo." Phase one was 
to be a six-storey podium block of 
400,000 ft? of commercial space for 
banks. department stores, supermar- 
kets, a swimming pool and other recre- 
ational facilities. Phase two was to bea 
21-storey apartment block comprising 
216 residential units and phase three a 
32-storey office block providing more 
than 260,000 ft? of rentable space 

In a letter to shareholders, ORCL 
said that three Hongkong companies 
(International Consolidated Invest- 
ments, OTB Realty and OTB), styled 
the OTB group, were willing to pur- 
chase for cash all shares held in ORCL 
by Sri Lankan shareholders 

The offer, made after the winding- 
up application, was included with 
ORCL's annual report and accounts 
for 1983-84. The company said its au- 
ditors, Ernst and Whinney, had on 18 
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sia houses over half of mankind. Everyday events are 
ippening here that not only shape Asia's future but 
ct the entire world. Asi Yearbook covers 
ese events, compiles analyses and interprets them. 
essman can afford to ignore them. Nor can any 
| ve or scholar or anyone who has dealings with 
ia. Decide for yourself whether any other single 
edium puts the economic, social and political realities 
Asia at your fingertips as does the Asia Yearbook. 






Now In Its 26th Edition 

e Asia 1985 Yearbook, celebrating its 26th anniver- 
sary. is bigger and more comprehensive than ever 
e. Matching the rapid pace of Asian development, 
ve gone into greater detail, with deeper insight, to 
uce a book that anyone who has any dealings with 
sia should have on the bookshelf. 


е Asia 1985 Yearbook includes a newcomer to every 
iapter — the Databox which gives an instant glance of 
sential data, You will find familiar chapters and fea- 
es as well: a Regional Round-up, The Power Game, 
opulation, Development Banks, Asian Finance, Asian 
vestment, Commodities, Energy. Aviation. Shipping, 
rade & Aid, West Asia, South Pacific and Asian 
Organisations. 

he main body of the book contains chapters on 31 
countries. Each is divided into 3 sections — Politics/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging trom Afghanistan through China, to 


stralia and New Zealand and then back to Pakistan 
via India, Indonesia, Singapore and Malaysia. 
As in the past, the Yearbook has an abundance of 
harts, tables and graphics to illustrate the material, 
uding a full military profile of every country. Each 
untry has a new map to go with its chapter. 


_Country-by-Country Analysis 
“Each country is discussed with up-to-date reviews of its 


minus the mystery, - 
| minus the myth: 
Asia 1985 Yearbook - 


Korea and Japan, down through the Philippines to. 


Politics and Social Affairs, Foreign Relations, Economy : 
and Infrastructure. The Yearbook gives you localised, . 
z first-hand information on everything from market poten- — 
tial and populati ion trends TO. foreign. aid. involvements a 


ا 








and: social and cultural landmarks. Each section has 


. also been supplied with a set of vital statistics compiled 
“against a master questionnaire provided by Yearbook. 


experts. 


How We Did It 

Published by the Far Eastern Economic Review: the 
Yearbook is the result of thousands.of man-hours spent 
every year. Every week, the Review's correspondents 
provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 26 years) to 
keep the Asia Yearbook pertinent. To give you Asia, 
minus the mystery, minus the myth. To-give you Asia as 
only the Far Eastern Economic Review can. 


Soft Cover: HK$170/US$21.95/£20/8$49.50/M$56.50 
Hard Cover: HK$200/US$25.95/£23.75/8$58.50/M$67 

For airmail delivery, please add: zr 
HK$45/US$6/£5/S$13/M$15 


REN CES ene 


To: Publications Division, 
Far Eastern Economic Review, 
GPO. Box 160. 
Hongkong 


FarEasternEconomic 





Please rush me copy/copies of the Asia 1985 Yearbook as 
indicated. | enclose а cheque/postal order for c LL s 


Asia 1985 Yearbook (Soft Cover) 

Price: HK$170/US$21.95/£20/5$49.50/M$56.50 each 

No. of copies by surface 0 by airmail 
Asia 1985 Yearbook (Hard Cover). 

Price: HK$200/US$25.95/£23.75/5$58.50/M$67 each 

No. of copibs C! by'surfáce Ci by airmail" 


*For airmail delivery, please add: 
HK$45/U8$6/£5/5$13/M$15 per copy 
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: ngness to wait 2 
applicable to noh ati ; 
locally held shares, and 
the appropriate: gó | 
thorities. These approvals were sub- 
sequently granted. 

. However, not every S А 
with the bid price, even though OTB 
appeared to have the support.of the 






At ORCL's annual 
March; Cyril Gardiner, 
Colombo businessman, c 
share valuation. He ar 
basis of investment 
far; the shares should b 
Rs 12.20 each. 

` Richard Liu, the deputy managing 
director of OTB, who chaired the meet- 


lenged the 


orth at least 


elleknown 


haton the 
e project RO: 






















lingness and perhaps the i 

other ino OTB gr oup] shareholders to 
view the accounting treatment as а 
separate issue from the valuation of 


the shares for the purpose of making an 


offer." 





But.he insisted that "if the pro- 


| ject can go. forward, this accounting 


treatment is absolutely correct." 


Separately, the petitioner for the | 
winding-up of ORCL alleged that the | 
OTB. branch in. Colombo, as. bankers 


for ORCL; had i access to large sums of 
ORCL money on call deposit at an in- 


Aerest rate of about 10%.a year. "If it 
was deposited on fixed-term, deposit, 
“the interest would not have been less 


than 20% а уеаг... the Overseas Trust 
Bank was riot only to get.the benefit of 
the 10% difference but also to have 





Buoyancy amid turbulence " 


pril, which marks the beginning of 

a new fiscal year for Indonesia, is 
traditionally the cruellest month for 
“the economy. Taxes fall due and busi- 
nesses scramble for rupiah at precisely 
thetime when bank liquidity is season- 
ally tight. To compound matters this 
year, the appreciation of the US dollar 


‘worldwide exacerbated the hesitancy ` 
. to hold rupiah deposits caused by per- - 


sistent devaluation fears, while а 
newly instituted value-added tax 
L scheme lent fresh uncertainties to the 
confusion that still lingers from the 
1983 tax reforms. 

Yet early indications are that the 
economy has weathered the parlous 


first’ quarter ‘surprisingly well In- 


donesia's inflation rate, at 3.6% (an- 
nualised) since the start of 1985, is "the 
lowest in the world," aecording to 
Bank Indonesia (the central bank) gov- 
ernor Arifin Siregar. In calendar 1984, 
inflation ran to 8.8%. Although the 


“lowest in the world" claim may not be 


altogether accurate, enhanced price 
© stability, economists hope, will accel- 
erate the rising trend in rupiah bank 


balances, which built up from Rps 4.4. 


trillion (US$4 billion) in 1983 to Rps 
6 trillion in 1984. 

Just as crucial in alleviating the 
rüpiah liquidity crunch in the private 
banking system has been the better- 
than-expected success of a govern- 
7 ment-promoted money-market scheme 

tò supplant some Rps 313 billion of 

Short-term emergency central bank 

credits issued last September to cash- 

strapped banks. Although only half of 
: this sum fell due in March, nearly Rps 
.:275 billion worth of rupiah paper — 
» idiscounted:-promissory notes and trade 
bills — has already been unloaded by 


anks onto ше government- -designated 








clearing house, Ficorinvest, since the 
money-market scheme was launched 
in February. 

Ficorinvest clearings could nearly 
double again, observers feel, once the 
tive rupiah-laden state banks get over 
their April credit run and grow more 
familiar with the new instrument. 

The Ficorinvest purchases could be 
just the tip of the iceberg, since clear- 
ings through the discount house are li- 
mited to àn unspecified, but miodest 
proportion of each bank's rupiah de- 








posit base. No such limits are placed on | 


inter-bank ‘secondary trading in the 
paper, which could take off signifi- 
cantly if foreign banks’ appetite for 


rupiah assets were topick up enough to | 


make for a two-sided market. So far, 
though, banks have mainly stuck to the 
“sell” side of the market: Ficorinvest 
reportedly has managed to sell back to 
the banks only about 13% of the paper 
ithas cleared. 


he ingredients are there, though, 

for a rekindling of bankers’ interest 
in rupiah assets. The central bank's 
managed float has kept the rupiah on a 
creditably even keel throughout the 
latest vagaries of the US dollar, giving 
further credence to the government's 
oft-reiterated disclaimers of more 
snap devaluations. Currency consider- 
ations aside, international banks seem 
keener than ever on Indonesian risk, as 
evinced by the finer pricing on the gov- 
ernment's latest syndicated Euroloan 
issue (BEVIEW, 18 Apr). World Bank 





| economists, in Jakarta for their annual 


review of the economy, seem ready to 
award Indonesia high marks again. 
One of the numbers most trumpeted 
by the government and its banking 
supporters i is the Mond million bal- 





rgument, à 
men, was not 
together valid as more than 80% oft 
company's funds belonged not to Sri 
Lankan investors but to offshore i 
vestors. 
In an interview with the REVIEW, Liu 
said the OTB group was willing to it 
crease its Hs 10 offer price for the los 
cally held. shares, Informed. busi 
circles said the group might be wi 
to go upto Rs 13.45 or Rs 13.77, 
pending on an acceptable basis of val- 



















the shareholders who are holding D 
for Rs 15 remains to бежева. 
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pressive in tig 
market for: 
chief export. aga: 

central bank part of the credit for th 





rate managenient, whieh has * 
trade-off" between the куйын 
monetary stability, export compel 
tiveness and import substitution. | 

Not content to leave the channelling 
of the export-import flow in the ha 
of foreign-exchange float manage 
the government in April introdu 
sweeping reforms of the customs 
ports systems (REVIEW, 25 Apr. 
sides facilitating trade, these m 
are designed to lower dra 
cost of doing business in Indc 
foreign and domestic firms 
thereby promoting much-needed Ip 
vestment. 


ing of the investment proce: 
enough stimulus for the time 
cording to Ginandjar Kart 
the junior minister in charge of 
moting both foreign investment 

domestic product utilisation. Tact w 
crucial in drawing up investenge 
priorities to avoid creating, | 
the influx of foreign capital thet 


omy [to be] controlled by à 


seven families" as in an uns 
neighbouring country, 
added. 


The official priority scale list 
Ginandjar's Capital investment 
dinating Board (BKPM) is expe 
be completed by July. Tt will in 
rate more inputs than in prev 
from the board's regional offi 
flect the BKPM's new botto 
(rather than top-down) pia 
proach. 





Ш Ир? | 


1 € IS the age of reason dawning? 
E | | Shroff is tempted to believe it just 
- j might be after noting that a United 
— | States proposal for some sort of inter- 
— | national conference on monetary re- 
_ | form has been embraced by the so- 
— | called Group of 10 leading industrial 
— | nations. The crucial factor is that the 
G-10 members agree on the need Tor 
| “surveillance of each other’s domes- 
+ | tic economic decisions which have in- 
__| ternational impact." If only they had 
thought that way five years ago. 
When the monetarist administra- 
tion of US President Ronald Reagan 
came to office in 1981 (to reinforce 
the already-stern monetary discip- 
| lines being practised by Federal Re- 
| serve Board chairman Paul Volcker) 
| it rightly identified inflation as an 
| evil to be combated. 
So did other disciples of Milton 
— | Friedman and von Hayek, such as 
` | Margaret Thatcher in Britain and 
Helmut Kohl in West Germany. But 
did they consult other countries on 
„| how. they proposed to kill inflation? 
— | No, yet they had a clear international 
(let alone moral) obligation to do so. 
As the US dollar is by far the 
world's major international reserve 
ES. and transaction currency, it was 
| | pretty obvious — or should have been 
— | — that any measures Washington 
took on domestic monetary policy 
would impact on international in- 
| ^] terest rates, capital flows and trade. 
— | Likewise European economies to- 
gether serve as a major international 
trade pole and economic locomotive. 
If an international conference on 
aligning "domestic economic issues" 
is possible now, it was also possible 
н then, and it might have saved a lot of 
Er pain. (Granted Opec* did not consult 
= the world before viciously raising oil 
cu prices in the 1970s, but two wrongs, 
E as everyone should know, do not 
Е make a right.) Instead the US and the 
Europeans, to a lesser extent, went 
from one crisis response to another. 
But if that has led them back to 
Square one and a recognition of the 








E | need to re-examine fundamentals, so 
k much the better. 
Lh. It has been à tortuous progression 


to enlightenment. The chain of cause 
and effect so far looks something like 
this: tight money in the US (from 
1980) forces up interest rates. This 
sends the US into recession and thus 
hits international trade. Eurodollar 
rates rise and developing countries 
are hit by a debt crisis. 

US banks are threatened by 
sovereign-debt defaults. Washington 
discovers a “linkage” between trade 


Lk: 


cwm 





and debt — stimulate trade and the 
debt problem will go away. Calls for a 
new Gatt round. Gatt points out 
that trade is being disrupted by ex- 
change-rate swings (REVIEW, 4 Apr.). 

Realisation — maybe it is time to 

start talking about what causes such 
rate movements as the 70% rise in the 
weighted average value of the dollar 
since late 1980. Answer — swings in 
monetary policy. This realisation is 
better late than never, but not a mo- 
ment too soon given the ugly mood of 
protectionism now in Washington. 
Ф THE recent weakening of the US 
dollar does not mean that the prob- 
lem is solving itself and that Wash- 
ington or Europe can gaily revert to 
unilateral monetary-policy deci- 
sions, The reason the dollar has been 
weaker of late (apart from the trou- 
bles of the US banking sector) is that 
US money growth has been high since 
last November and the Fed has been 
pumping reserves into the banks. 

Shroff has long argued (REVIEW, 27 
Aug. '82) that the Fed would "reach 
for the interest-rate lever again" 
whenever credit demand reasserted 
itself. Robert Jones, one of the most 
reliable commentators on US monet- 
ary policy, agrees. 

Jones is predicting an "explosion" 
in US money growth in May-June 
when seasonal demand for credit is 
added to all the reserves washing 
around in the system. The federal 
funds rate will be increased and the 
dollar will rise again in the summer. 
In any case, Jones argues that the 
“dollar cannot plunge because of the 
size of the US fiscal deficit." So, more 
of the same in prospect. 
© GUESSING the size of the Hong- 
kong and Shanghai Banking Corp.'s 
(HSBC) inner or "hidden" reserves 
has long been a popular game among 
analysts. The recent proposals from 
the commissioner of banking to re- 
form banking supervision in Hong- 
kong (REVIEW, 11 Apr.) offer a few 
tantalising clues. The commissioner 
originally suggested a capital/assets 
ratio of 1:10 for banks in Hongkong 
— a level which raised no violent ob- 
jections among local banks it appears 
(provided foreign banks were made 
to play by similar rules). 

Now comes the Sherlock Holmes- 
like process of deduction. On the 
basis of its just-published accounts 
for 1984, the HSBC (parent company) 
has capital and reserves of some 
HK$16.8 billion (US$2.2 billion) 
from which (under the banking com- 
mission's proposed new rules) must 
be deducted around HK$6.7 billion of 





` Back where we started from 


investment in subsidiaries — leaving 
“capital” of some HK$10.1 billion. 

“Risk” assets as defined by the 
commission total some HK$134 bil- 
lion (taking liquid assets at around 
HK$18 billion, loans and advances 
at HK$77 billion and contingent 
liabilities at around HK$39 billion). 
This represents a capital:assets ratio 
of only some 7.5% which, though 
close to the bottom end of the 8-20% 
band the commission is now talking 
of allowing, is quite a way short of the 
10% the bigger local banks were will- 
ing to accept. 

It would not take much stretch of 
the imagination to believe that inner 
reserves of around HK$3.2 billion are 
available to augment stated capital 
and reserves — and thus bring the 
bank comfortably within the 1:10 
range. However, if the authorities 
stick to the letter of the law and insist 
that not only investments in sub- 
sidiaries but also amounts due 
from subsidiaries 
(HK$23 billion or 
so) have to be 
subtracted from 
allowable capital, 
then the picture 
looks very differ- 
ent. That would 
throw up a nega- 
tive capital posi- 
tion of some 
HK$13 billion — 
and would mean 
that hidden re- 
serves of some 
HK$26 billion are being relied on to 
bridge the gap. 

It seems unlikely, however, that 
anything like the full HK$23 billion 
of loans to subsidiaries needs to be 
deducted from the bank's capital to 
arrive at the conclusion that it is 
somewhere near the 10% ratio at pre- 
sent. Such amounts need be deducted 
only where they are of a capital-like 
nature (not quickly recoverable) and 
in a group the size and diversity of 
HSBC, they can hardly all be of this 
nature. To assume hidden reserves of 
anything like HK$26 billion seems 
way out of court. 

Back in 1981, London stockbrokers 
Wood, Mackenzie guesstimated the 
reserves at around HK$3-3.5 billion. 
Fresh transfers have been made to re- 
servessincethen of course, but the bank 
has also been transferring amounts 
from inner to outer reserves to boost 
its stated capital in line with acquisi- 
tions. Shroff would guess that the un- 
disclosed part of reserves now stands 
somewhere around HK$5-6 billion. 
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Happy landings. 
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Chase is the leader in applying state-of-the-art 
technology to your business needs. But we've never 
lost sight of the fact that technology, by itself, simply 
isn't enough. The Chase Partnership works with you. 
Bringing our team of experts together with yours, to 
apply the most relevant electronic banking techniques 
to meet your specific needs. 

It’s the combination of technical excellence, 
global industry understanding and close collaboration 
that makes the Chase Partnership work for you. 


Chase Partnership 
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MARINA 


MANDARIN — AT MARINA SQUARE 
SINGAPORE 


A hotel so special, so spectacular. 
Soon. In the new heart of Singapore. 


The moment you step into the new Marina Mandarin, you'll be 
greeted by a breathtaking sight. The whole interior is designed 
around a spectacular 18-storey Atrium. A gigantic 36 metre 
long modernistic-sculpture suspended from the skylight forms 
the focus of attention. 

Each of our 640 rooms and suites offers the luxury of 18th 
Century oriental splendour and looks out on beautiful views of 
the Marina Bay and city skyline. 

Exquisite gourmet meals are served at our four specialty 
restaurants. In addition, there are casual meal outlets, lounges 
and a discotheque. 

Recreational facilities abound, while connected to the hotel will 
be S.E. Asia's largest shopping mall. 

Marina Mandarin. The most spectacular hotel in the new heart 
of Singapore. 


Opening late 1985. 


P. inc. x . н 
The Atrium: the 18-storey centrepiece 


Managed by 
Mandarin Singapore International 

For more information, please contact: 

Mr Michael T. S. Tan 
Director of Sales & Marketing 
333 Orchard Road, Singapore 0923 
Tel: 7379155. Telex: RS 21528 MANOTEL 

Cable: MANRINOTEL 


Corporate brochure available on request 


Represented by: The“Jeading“Hotels of thee World" 








China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 21 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China’s fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 


A confidential monthly newsletter. 


Exclusive to subscribers. 


ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine. 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
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The Sedul gotê lent sees growing foreign interest in South 


ari 


Korean securities 





Ву Paul Ensor.in Seoul 

he suecessful launching of three 

new. trusts: the:-Korea Growth 
Trust in. March owed. by the Seoul 
Trust (3 milli nits: at US$10.45 
each), and Seoul International Trust in 
April — as vehiclesifor investment in 
South Korea atc evidence of the con- 










tinued keen foreign interest in Seoul’s | 


securities market:«But- one article in 
the terms of the new funds, which to- 
gether amount to. US$90 million, has 
puzzled many foreign investors. 

The rule stipulates that at least 30% 
of purchases made by each fund must 
be bonds, rather than the equities in 
which foreign investors are primarily 
interested. Most observers regard the 
insistence of the Ministry of Finance 
(MoF) upon this provision as a gesture 
of its support for the local bond mar- 
ket, and as a bargaining ploy with the 
foreign investors. 


The issue first came up during: 


negotiations “with manager Jardine 
Fleming over the Korea Growth Trust, 
when the МОР asked that a minimum 
50% of its funds be devoted to bond 
purchases. Jardine Fleming negotiated 
this down to 30%, but the institutions 
waiting for the mandate for the next 
two trusts in the pipeline were report- 
edly irritated. by Jardine's acquies- 
cence. It set a precedent they were ob- 
liged to follow. (The first two open- 
ended trusts launched, the Korea Trust 


and the Korea International Trust Co. ; 


— both floated in 1981, have no bond- 
purchase obligations.) 

Given the size of the bond market at 
around Won 9.7 trillion (US$11.5 bil- 
lion), the approximately US$33 mil- 
lion the three trusts will be obliged to 
sink into bonds is a drop in the bucket, 
but for the MoF it is a gesture of sup- 
port. As James Todd of the Korea Mer- 
chant Banking Corp. reflected: “Ac- 
cording to Confucius, one must gather 
dust to build a mountain: they seem to 
be applying this principle to bonds." 

South Korea’s bond market has al- 
most twice the capitalisation of the 
stockmarket, and as a major source of 
medium-term finance, the government 
would like it to become more active. In 
the government's view, companies 
must reduce their habitual dependence 
on long-term loans, which all too often 
become non-performing, and short- 
term borrowing, which is an inherently 
unstable source of funds. 

While there is no shortage of com- 
panies interested in issuing bonds, the 
markethas traditionally suffered from 
slack demand for the 3,084 issues al- 


ready available, and regulations which . 





as a chance to boost the bond market 


make underwriting new bonds unpro- 
fitable for securities firms and.mer- 
chant banks. Trading is dominated by 
institutional investors, and this has li- 
mited the growth of a seeondary mar- 
ket, with “big hands” privately buying 
and selling among themselves; 
Government regulations’, mean 
coupon, rates are set according to the 
controlled rates оѓ interest оп long- 
term bànk loans — eurrently averaging 
11% — and remain at this yield for the 
first year of issue. After that, yields are 
set in the market, and are currently 


bonds through underwriting is-not as 
profitable as buying them. To get 
around this problem, 
panies are frequently required by their 
underwriters to buy. back:40-5096 of 













` Sales ше (million shares) 
Sales value 


g business, 
with trust companies and, some- 
times, merchant banks taking minority 
roles. 


Imost all bonds are guaranteed by 
banks, which adds to the costs of 
issuing: оп top of the 1.5% fee which 
must be paid to the. guarantor, firms 
are sometimes required to make depo- 
sits in the guaranteeing bank. The cost 
| to the issuing company on an average 
three-year bond is 15-16% of capital 
raised. The governmentjs encouraging 
the growth of non-guaranteed bond is- 
sues, which are beginning to màke an 
appearance on the market. Without the 
1.5% bank fee, the non-guaranteed 
bonds are cheaper, with a higher yield, 
and if allowed to proliferate they 
could drive up interest rates on such 
things as trust funds, which are major 
bond holders. 
The number and variety of com- 
panies issuing bonds are growing once 
again, partly due to government en- 
couragement. According to figures re- 
leased by the Securities Supervisory 
«Board, the number of registered: com- 








around 14%. Because of this, acquiring. 


issuing com- | 








medium firms rose to a value 
367 billion in 484 series, compa’ 
Won 226 bilhón in 385 
1983. 

Government encouragement 
comes in various forms. For" 
the freezing of long-term ba 
hàs driven many to the bond mark 
Underwriters are pressed to as 
targeted small firms in their 
Trusts, whieh usually only un 
3-596 of new issues, are expec 
crease their participation to 
Government bonds make up. 
45% of the series on issue —~ last 
Won 900 billion was raised 
er perd bonds, less than half o 
sales value. Yields on g 
sues float at around 0.1 
point below corporate le 
tend to be in larger denomin 
for shorter terms than 
bonds. 

South Korean companies 
bonds to stocks. They have a 
ing Mealy to unknown 










































and see bonds as just another form of | 
debt. Buyers also prefer bonds, whieh 
are regarded as more stable than {he 
highly speculative stockmarket, The | 
buyers are almost entirely pec 
tional: trust companies. E 
houses and securities firms. Th 
trusts — Korea Investment Trust © 
Daehan Investment Trust iti 
zens Investment Trust 
Co. (which all have international in 
vestment trusts) — account for 45% € 
purchases. 

While demand for funds continues to: 
drive more firms to the bond market 
its weakness is still on the demand 
side, and given the often-contradictory 
development of South Korea's finan» 
cial system, whether this problem will. 
be solved is by no means clear. The: 
three trusts, which have grown from 
nothing to their pre- -eminent p iti on 
as buyers in only 10 vears ikel 
face increased competition for deo 
sits in the near future from commerctal 
banks, which have just been granted. 
rights to offer accounts yielding com 
petitive rates, Demand from s 
and insurance companies are equ 
subject to the whims of the Mc 
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Cutting the losses 
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Australia quickly moves to rein in its budget deficit 
in an attempt to shore up the sliding dollar 


By Hamish McDonald in Sydney 


he Australian Government will 

make an early start on spending 
cuts for the coming fiscal year (begin- 
ning on 1 July) in an effort to boost 
market confidence in the Australian 
dollar, down more than 20% on a 
trade-weighted basis this year. 

The Labor Party cabinet of Prime 
Minister Bob Hawke has also resisted 
pressures to alter the government's po- 
licy of setting domestic crude-oil 
prices to refiners at the same level as 
imported supplies. The sharp increase 
in prices that will thus flow from the 
local currency's fall will boost re- 
venues for the smaller onshore oil pro- 
ducers. More important, the adjust- 
ment for the exchange rate will yield 
a large increase in revenue to the gov- 
ernment, which taxes away most of the 
windfall gain, giving budget planners 
more leeway in their efforts to reduce 
the deficit. 

Hawke and his cabinet colleagues 
met on 22 April as the Australian dol- 
lar fell to a record low of 62.80 US 
cents, which in part reflects doubts 
that the government can keep its com- 
mitment to rein in its budget deficit. 
While the government concedes that a 
substantial correction was necessary 
because of Australia's swelling cur- 
rent-account deficit for 1984-85 — 
heading towards A$11 billion instead 
of an earlier forecast of A$8.5 billion — 
it now clearly feels a *herd instinct" 
has taken over foreign-exchange mar- 
kets, trampling the fundamentals of 
the currency's value in its path. 

But even well-informed Canberra- 
watchers were disturbed when in early 
April Education Minister Susan Ryan 
successfully blocked a move to rein- 
troduce student fees at universities by 
leading a  party-caucus rebellion 
against Finance Minister Peter Walsh. 
It was read as a bad omen for Hawke's 
promised reduction in money terms of 
the 1985-86 budget deficit below the 
current vear's estimated A$6.7 billion 
on total outlays of A$64 billion. 

Hawke has clearly decided that only 
action will allay such fears. A mini- 
budget in mid-May will announce cuts 
totalling more than A$1 billion in 
spending estimates for the coming 
year. The timing also allows new mea- 
sures to operate from the start of the 
fiscal year, without the delayed intro- 
duction caused by the normal August 
budget. Announcing the move, Hawke 
said: “This community simply cannot 
go on running up debts and living 
beyond its means.” 

The impact of the A$1 billion figure 


74 


could not be immediately assessed, 
however, as forward estimates of gov- 
ernment spending and receipts have 
not been released. Federal Treasurer 
Paul Keating believes the estimates 
would give special interest groups in 
the party more ammunition to win 
back allocations. 

The cabinet’s decision to retain the 
import-parity oil price also has sizable 
budget implications. Since 1978 oil re- 
finers have had to pay domestic crude- 
oil producers the Australian dollar 
equivalent of the Arabian Light oil 
price (currently US$28 a barrel), plus 
quality and transport differentials. 
The latest two-monthly adjustment, to 
take effect on 1 May, gives a massive 





A$6.53 rise in the price of crude to 
A$44.97 a barrel. 

The increase would yield an addi- 
tional A$642 million in federal excise 
over a full year, according to Energy 
and Resources Minister Gareth Evans. 
In addition, it brings another windfall 
for domestic oil producers which 
could, according to industry analysts, 
raise profits by 20-30% in most cases. 
Oil stocks in Australian share markets 
have surged in response. 


H awke said this increased oil re- 
venue would not be used to raise 
spending, but woùld instead be de- 
voted to reducing the deficit or taxes. 
To bring the deficit below the present 
A$6.7 billion will undoubtedly require 
this. Two items alone threaten a mas- 
sive widening of the gap: income-tax 
cuts made in November 1984 will adda 
further A$900 million when they take 
full effect in 1985-86, and interest pay- 
ments on public-sector debt will rise 
by more than A$1 billion. 

Keating told investors in New York 









ving, * Keati 
raised "two ot ral issues th 
will preoccupy Canberra this year. 

One is a full.review of the-taxation 
system, to shift. the weight of revenue; 
collection from 'income taxes to indi 
rect taxes. A, Treasury, white pap 
canvassing optidns Экеу to inclu 
a broadly based' consumption tax T 
capital-gains tàx óffsét by reductions 
in direct-tax: scales! ++ wilkibe pub- 
lished in June as preparation for a tax- 
ation “summit! conference of governi- 
ment, business and community leaders 
in July. Through ‘this Hawke hopes)to 
build a consensus-om reform, thought 
is unlikely now that amy changes can 
be applied before 1986587. f 

Keating's other pomt-was that Aus- 
tralia now had the task of avoiding &n 
inflationary surge ‘ftom! the domestic 
dollar's fall. Cushiéning this had been 
one argument against import-parity 
pricing for oil. The mew "price will add 
nearly 4 A cents td ‘the average 52 A 
cents/l paid by Australian motorists 
for petrol — if in faet itis passed: on 
through the retail chain." 

Evans said this alone would add 
about 0.2% to the consumer price 
index (CPI) in each of tthe June and 
September quarters! (Since -CPI 
movements trigger: ап equivalent 
rise in court-awardedo wage levels 
under the government-union incomes 
accord (the next due in October, for 
the January-June half-year) such 
exchange  rate-induced _ increases 
threaten a new ihflatidnary spiral. 
Having them discounted Tom the CPI 
for wage-fixing purposes is something 
the government will obvibusly have to 
watch in coming months. though Keat- 
ing has indicated persuasion is the ónly 
tool envisaged. ! 

Should this. cost-push ‘Бе success- 
fully resisted, the economy stands to 
gain a strong remedial effect from the 
dollar's decline. With. most metal, 
wheat, wool, meat and coking-caal ex- 
ports priced in foreign currencies their 
producers are likely to show substan- 
tial net gains — in most: cases ;out- 
weighing higher interest payments and 
unrealised exchange lossesion foreign 
borrowings (REVIEW, 25 Apr.) Thé dol- 
lar itself appears to have berrefited, 
with foreign-exchange* markéts re- 
sponding favourably to:Hawke's and 
Keating's statements. The Austfalian 
dollar moved up sharply, past-65 US 
cents in New York and more than 52p 
in London, on 23 April. “1 

Steaming-coal producers appear the 
major exception, with their exports 
priced in Australian dollars’ (at an 
average of around A$44 a tonne fob). 
However market-leading contracts 
with Japan for the year from 1: April 
have not been concluded. With the 
Australian dollar down against the yen 
as well, their arguments for a price in- 
crease have strengthened. _ п 
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By Charles Smith in Tokyo 


he Tokyo bull market, which lasted 

from July 1984 to the beginning of 
April, has meant record profits for Ja- 
panese securities dealers. The 17 
largest companies with seats on the 
Tokyo Stock Exchange (TSE) reported 
recurring profits for the six months 
ended March averaging 80% of their 
earnings for the entire previous year. 
In a handful of cases, October-March 
profit levels exceeded the total for the 
1983-84 business year. 

Among the big four, Nomura Securi- 
ties Co, earned 40.9% more than in the 
comparable period in 1983-84, and be- 
came the first Japanese financial in- 
stitution to report earnings of more 
than ¥100 billion (US$405.2 million) 
in a six-month period. The other three 
leading securities companies did al- 
most as well. 

Daiwa Securities Co.'s recurrent 
earnings were up 38.9% for the 
period to ¥67.8 billion, while Nikko 
Securities Co. and Yamaichi Secu- 
rities Co. scored gains of 33% and 
15.3% in recurring profit, to ¥61.9 





Honda ahead 


Reflecting a huge jump in car sales, 
mainly in the export market, Japan’s 
Honda Motor Co. showed a record 
34.5% increase in group net income 
to ¥128.5 billion (US$495 million) in 
the year to 28 Feb. Consolidated net 
sales also hit an all-time high of 
¥2.65 trillion, a rise of 11.7%. 

Of net sales, 26.5% or ¥704 billion 
came from the home market while ex- 
ports accounted for the rest. Signific- 
antly, car sales overseas rose 20.5% to 
865,000 units while local sales also 
climbed, but only by 4.2% to 387,000 
units. Overall, car sales rose 20.3% to 
¥ 1.62 trillion or 61% of the total. 

Reflecting a saturated motorcycle 
market, Honda motorcycle sales 
dropped 7.2% to 2.95 million units, 
causing a 15.4% decline in turnover 
to ¥423 billion. But sales of other 
products, such as lawn mowers, rose 
35.1% to ¥235 billion. 

Consolidated net income per Ame- 
rican or European Share (each repre- 
senting 10 shares of Honda common 
stock) for the year amounted to 
¥ 1,387, up ¥345 on the year before. 

— BRUCE ROSCOE 
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А bull market оп the Tokyo Stock Exchange translates 
into record profits for Japan’s top brokers 





m COMPANY RESULTS (asians 


13.2% share of TSE transactions) and - 
may in any case have been partly delib- 
erate. For some years Nomura has been 
deliberately building up the invest- 
ment-trust and bond-trading sides of 
its business to diminish exposure to 
sudden downturns in the TSE 


| During the October-March half, 
| Nomura moved aggressively ahead in 
the investment-trust sector, launching 
six new funds including one aimed 


billion and ¥49.3 billion, respectively. | 
The combination of higher stock 
prices and sharply increased turnover | 
which marked the 1984 bull market 
meant a big increase in earnings from 
the fixed commissions that Japanese 
securities companies charge when they 
trade shares for clients. However, not 


primarily at women and another offer- 
ing returns in the form of capital gains 
instead of the annual dividends so far 
favoured by Japanese investors. The 
company also expanded its bond busi- 
ness. 

Nomura's diversification strategy 
could pay off if the market turns down 
further in the 
next six months 

as many obser- 
vers now expect. 


HOW THE BIG FOUR FARED 


Operating | o ommission | o, Recurring |% 
(¥ billion) revenue % rise income e rise profit rise 


Even so, it ap- 

omura pears unlikely 
Datta that any of thebig 
Yamaichi 2 É four will be able 
Notes: Unconsolidated results for 1 October 1984-31 March 1985 to match their 


October-March 
performances 
during the second half of the year. 
Nomura is forecasting full-year profits 
of ¥186 billion, which implies that 
second-half earnings will drop to 
around ¥80 billion. Nikko and Daiwa 
expect earnings of ¥110-115 billion, 
while Yamaichi has issued a “prudent” 
forecast of ¥98 billion п 


pared to same period previous уса! 


all companies depended equally on 
this type of income. Some of the small- 
er dealers on the TSE showed increases 
of more than 50% in commissions as 
they cashed in on a rising market. 

For Nomura, the rise was a more 
sober 20.7%, but. this was on a vastly 
larger base (the company claims a 














Daewoo lifts profits 


Daewoo Corp. (diversified trading 
company), South Korea. Results for 
the year to 31 Dec. 1984. Turnover 
Won 4.24 trillion (US$5 billion) vs 
Won 3.38 trillion. Pre-tax profits 
Won 36.32 billion vs Won 35.64 bil- 
lion. Net earnings a share Won 242 
vs Won 273. Dividends Won 50 a 
share vs Won 40 for majority share- 
holders and Won 50 for minority 
shareholders in 1983. Prospects are 
mixed depending on performance of 
global markets. 


Malayan United up 
Malayan United Bank (commercial 
bank), Malaysia. Results for year to 
31 Dec. 1984. Pre-tax profits M$24.6 
million (US$10.1 million) vs M$12.8 
million. After-tax profits M$9.77 
million vs M$5.63 million, Final di- 
vidend 14 M cents vs 9 M cents. Good 
performance despite slower growth 
in banking industry. Board intends to 
upgrade electronic-banking services. 
Rights issue during year increased 
paid-up capital by 50% to M$75 
million permitting continued expan- 
sion. 


| land. Results for year to 31 Dec 


| nes, up 10% 





| company 





Siam Cement solid 


Siam Cement Co. (cement and 
struction materials producer), 


con- 
Thai- 
1984 
Cement production 5.54 million ton- 
Group net profit Baht 
1.07 billion (US$38:9 million), up 
40%. Total dividend Baht 60 vs 
Baht 40. Good performance due to 
strong growth'in the construction 
sector. Performance in 1985 to re- 
main good, but profitability expected 
to be affected around 1986-87 as 
begins servicing loans 
raised to finance current expansion 


OUB issue 


Overseas Union Bank (commercial 
bank), Singapore. Results for year to 
31 Dec. 1984. Group after-tax profits 
S$47.2 million (US$21.5 million) vs 
$$52 million. Final dividend 6% 
gross making total of 16% for the 
year. One-for-five rights at 
S$2.5 a share, making it the biggest 
cash-call in Singapore so far this 
year, which will raise paid-up capital 
їо S$307 million. Profit affected by 
reduced banking income and prob- 
lems in property-related business 


issut 















Bulls lose t 


ONG: profit-taking swamped the mar- 
tin the period, following earlier penetration of 
е Hang Seng Index's 1,500 level for the first 
e in four years. The successful sale of a prime 
site by the government and the weekend decision 
lower the local prime rate by half a percentage 
nt to 9% failed to offset losses. The index 
ropped 18.04 points to close the period at 
87.4. Brokers are, however, confident that the 
ull run still has some way to go. Turnover aver- 
ed a daily HK$328 million (US$42 million). 


























































0: ^ selling spree sent prices on the 
Tokyo Stock Exchange tumbling. The Nikkei 
Dow-Jones Average went into a tailspin, though 
by 22 Apr. it had recovered slightly. It finished 
the period at 12,179.92 points. Daily trading was 
also down, averaging 337.8 million shares. Mar- 
ket anxiety over United States protectionism 
was partly to blame for the fall. The casualties 
Were mostly biotechnology, drug and financial 
issues, though blue chips also took a beating. 











"SINGAPORE: Thé market took a severe beating 
in thin trading as cautious investors stayed on 
the sidelines. Fraser's Industrial Index plunged 
` 78.51 points from 15 Apr. to close at 4,363.87 on 
.22 Apr. The renewed crisis in the Malaysian 
Chinese Association,a pürtnér in the ruling coal- 
ition in Malaysia; dímmed' investor sentiment. 
` Rumours of unrest in the Malaysian state of 
Sabah in the wake of state elections sent the 
"index down almost 50 points on the last day of 
- the period. The daily average turnover amounted 
toa meagre 6.65 million shares. 


KUALA LUMPUR: wall Street trends took sec- 


_ ond place to domestic unease as Malaysian 
Chinese Association infighting and a dramatic 
-election defeat in Sabah for the central govern- 
` ment's chosen рац ў crushed. sentiment at the 
close of the period" Fraser's Industrial Index for 
- Malaysia shed 20 points on the last day, as many 
` counters took double-digit losses amid some- 
= what heavier trading. Daily trading volumes os- 
| cillated by as much as 2 million shares during the 
. period, averaging out to 5.8 million units, valued 
` at M$10.9 million (US$4.5 million). Finance list- 
ings were mixed but plantations, property and 
. motor stocks lost value, while the trend was also 
downwards among most blue chips. 

































— MANILA: Turnover shrank to 124,5 million 
_ shares which grossed P6.2 million (US$345,000). 
_ The mining index was off 4.25 points at 700.88, 
— with a quarter-centavó gain in Philex B more 
` than offset by losses in Lepanto, Atlas A and 
— Atlas B. It seemed that traders had already dis- 
` counted an Atlas announcement about comple- 
= боп of a leaching plant designed to recover at 

` least 5,800 oz of gold and 4,100 oz of silver from 
marginal ores, otherwise thrown away, every 
year. Despite a strong showing by San Miguel, 
the commercial-industrial iridex slipped 0.68 of 
a point to 130.47. For the second period in suc- 
— —eession, the oil index was unchanged at 0.625, 
with little activity taking place. 
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MOST markets in Asia closed lower in the period to 22 Apr. compared with the previ- 
is period. Malaysia's political uncertainties were felt in Singapore and caused both 


markets to decline. Profit-taking accounted for Horigkong’s and Australia's setbacks. 
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AUSTRALIA: The gold rush boosted Australian 
exchanges on 16 Apr. and the Gold Index put on 
50.1 points to hit 973.5 — up 388.9 points on its 
inaugural level in January. Intense trading in 
Broken Hill Proprietary Co. (BHP) options, 
partly as a result of raider Robert Holmes à Court 


AUSTRALIA 


unloading part of his BHP holding, created a Aust. All-Ordinaries Avera 
record A$212 million (US$138.6 million) turnover 16 Apr. was 
on 18 Apr, But the general mood swung to profit- | 17 Apr. 
taking. Over the period the Australian All- A 
Ordinaries Index shed 9.3 points to close at 848.4 | 22 Apr. 
and the All-Resources Index went to 580, down | Change on week >i 
12.3 points. The All-Industrials (which includes PPE PEER 
BHP) showed a marginal gain of 1.5 to close at AS onweek 
1,191.8 points. Ne эре va 
Ampol Exploration 265 eta 
Ampoi Petroleum 187 05 
NEW ZEALAND: Another bout of corporate bid | ^e» Asi = 
activity gave the market the necessary impetus to foster 2% ia 
burst through the index's 1,500 resistance level. APM 256 19 
With several bids in progress, investors charged Fols i4 23 
back into the market with renewed enthusiasm omnes i^ os 
and kept prices moving strongly upward » К н - 
тне з АЙ the period. The jos. рет оѓ Cahon РРА ie o3 
shares moving into the hands of long-term hold- | E ny de 
ers is creating an increasing shortage of scrip, СБА 294 зэ 
which has longer-term implications for the level | Posee RA PU 
of share prices. Hardie J 309 06 
Herald & Weekly Times 43 05 
SEOUL: The bears prevailed, bringing the | SSBC °" ou ТА 
index down 0.79 of a point to 135.48, and pulling | ммноаоѕ -© f 3.09 s6 
average daily trading'down 9.92 million to 13.9 | М умы 28 32 
million. Sluggish sentiment was attributed to Poko Wallsend y 438 A 
gloomy economic prospects and raised interest | iones concrete oad at 
rates early in the period. Leading the fall were Smath 453 «07 
fabricated metals, off 2.04 points, and beverages, ntm Mod 1 Hs 
down 4.78, while wood and wood products Westpac 359 29 
gained the most, up 2.04 points, and basic metals eod ion x 


followed, gaining 0.75 of a point. Пѕћіп Spin- 
ning, due to a 50% capital increase, enjoyed the 
highest price increase, up Won 155 (18 US cents). 


HONGKONG 


Hang Seng Index 
BANGKOK: The rising momentum of previous | 146 Apr. 1, 
periods ended during the period. As most leading 17 Apr. 1, 
issues reached their peak, profit-takers stormed | 18 nas i 
the counters to cash in. As a result, prices sagged 22 Apr. 1: 
for the first time in weeks. However, late buying | Change on week - 
helped recover part of the earlier losses, pushing өй: dann 
the Book Club Index up 0.1 of a point to close the НКЕ onweek 
period at 137.06. Gainers outnumbered losers at MM IET viec rige 
23 to 15, while the rest of the 57 stocks were un- | sa«ota 23580 +04 
changed. Volume amounted to some 2.2 mil- Cheung Kong 1870 19 
lion shares, worth Baht 323.32 million (US$11.8 | Cont inom ir 
million) or a daily average of Baht 64,66 mil- Evergo 090 27 
F E Consortium 059 = 


lion. neis 
TAIPEI: The market dropped markedly again, 
mostly on the back of a recently announced de- 
cline in March exports from the previous year. 
The weighted price index fell 23.21 points to 
close the period at 739.51. Another downward 
drag on the market is the expectation that new 
government regulations to be announced soon 
will prohibit investment and trust companies, 
such as Cathay Trust, from holding large stock 
portfolios, a move that investors fear will flood 
the market. Average daily turnover was a low 
NT$520 million (US$13 million). 
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heung Ming, who is 65, left 

China's Shandong province for 
Calcutta via Hongkong in 1939. At 
the time, young Cheung thought he 
would make some fast money by 
teaming up with his brothers, already 
in India, trading Chinese textiles pro- 
ducts and would be back home soon. 
It took Cheung four decades before he 
was able to do so in 1981, and then 
only for a brief visit. 

“I came here when I was 19 after a 
three-week voyage, bringing with me 
enough money for only a few meals. 
Life was difficult then in our Shan- 
dong village but things have im- 
proved now. I want to go home; I miss 
Shandong food very much. I do not 
want to die on foreign soil," said 
Cheung in his dingy home which dou- 
bles as his workshop for sewing 
Chinese-style tablecloths. 

Behind Cheung's homesickness is 
the unadmitted fact that he has only a 
feeble sense of belonging in India 
despite all these years — a sentiment 
also found even among Chinese 
families who have settled in India for 
several generations. India-born and 
-educated Lau Mahung, whose par- 
ents came from Guangdong nearly 
100 years ago, is one example. "There 
are many things to remind me that 
I'm not an Indian. Indian and Chinese 
belong to distinctly different cul- 
tures. We are, for instance, 
hardworking while Indians are gen- 
erally more relaxed about their 
work," he said. 

Like Cheung, Lau, 55, who owns a 
hairdressing shop in Delhi, also 
wishes to leave India some day, just 
as many of his friends have done since 
the Sino-Indian war of 1962. Unoffi- 
cial estimates indicate that at least 
half — some even say 90% — of the 
Chinese popula- 
tion have left 
India during the 
past two decades, 
reducing their 
number to the 
current several 
tens of thousands. 
Many left for 
the United States, 
Canada, Australia 
and Hongkong, 
for fear of being 
political scape- 
goats of the then 
poor Sino-Indian 
relationship. 

For those who 
remain, lingering 
ugly memories of 
those war years 
hang a long sha- 
dow over their fu- 
ture in India. Lau, 
who worked at his 








father’s shoe factory in Calcutta 20 
years ago, can still recall vividly how 
his friends’ shops were ransacked in 
the outbursts of anger against the 
Chinese at that time. Other Chinese 
families also remember how they 
were watched by Indian police suspi- 
ciously as potential troublemakers. 
To this day, some individuals such as 
Lau still feel insecure about living in 
this foreign country because of their 
experience of that time. Lau, how- 
ever, is the first to confess that the 
Chinese have long been left to pursue 
their own lives peacefully. 


here are no updated figures on 

the Chinese population in India 
but sources at the Chinese Embassy 
in New Delhi say Calcutta, where 
there was once a flourishing China- 
town, has 20,000 while Delhi has 
about 3-5,000. The rest are scat- 
tered in small groups in Bombay, 
Madras and wherever a Chinese 


restuarant can be found. The last 
few years have also seen a small 
number of Hongkong-Chinese cooks 
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coming to work in Indian hotels. 

Aside from catering, Chinese also 
run shoemaking and leather fac- 
tories, dentists’ clinics, and hair- 
dressing and beauty parlours, all of 
which are traditional businesses pur- 
sued by the earlier settlers. While ad- 
miring the Chinese for their diligence 
and meticulous skills in their work, 
the average Indian will, however, 
admit that he has little interest or 
understanding about them. 

"We find Chinese generally 
friendly but maintaining a certain 
distance from us. We never see them 
at weddings, parties or other social 
functions. We know them as the 
barber or the shopkeeper," an Indian 
journalist remarked. "To most, they 
are just another group of foreigners 
who, I feel, could have been better 
integrated into our society had we 
spared more time to try to understand 
them." 

Not suprisingly, the Chinese are 
sometimes mistaken as belonging to 
other oriental-looking races from 
the northeastern Indian states of 
Arunachal Pradesh, Meghalaya and 
Assam. Nepalese and Tibetans also 
pass as Chinese, though Indians 
generally found the former closer to 
their culture because, just as with In- 
dians, religion plays an important 
part in these minorities' lives. 

Few Chinese, if any, have been con- 
verted to Indian religions. Intermar- 
riage is rare and when it occurs, noted 
one observer, is more often with In- 
dian men marrying Chinese women. 
Chinese in Cal- 
cutta mostly go 
to the handful of 
Chinese schools 
there; elsewhere 
in India, parents 
often prefer to 
send their child- 
ren to Christian 
rather than other 
Indian schools. At 
home, the Chinese 
language is spo- 
ken, chopsticks 
are used and Chi- 
nese festivals are 
celebrated. In all, 
except for the li- 
mited interaction 
they have with 
the Indian socie- 
ty, their way of 
life is distinctly 
Chinese. 

— LOUISE do ROSARIO 
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sure the dynamic quality of a 
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vertising pages it carries. Last 
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advertising volume, the Re- 
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LETTERS TO THE EDITOR И 


Belling the cat 


There is an unfortunate tendency 
among some Pakistani intellectuals 
typified by Jamal Rasheed [THE 5TH 
COLUMN, 18 Арг.] to seek appease- 
ment of the Soviets at any cost. It ought 


| 
| 
| 


to beclear by now that the great major- | 


ity of the Afghan people want nothing 


to do with either the Russians or 
their interpretation of Marxism 
Rasheed himself admits that the 


mujahideen groups doing the actual 
fighting in Afghanistan are “autonom- 
ous" — with no substantial links to the 
Afghan parties based in Pakistan 

Let us suppose for the sake of argu- 
ment that, by some miracle, the gov- 
ernments of Pakistan, Afghanistan 
and the Soviet Union reach an agree- 
ment to settle the Afghan problem 


peacefully. Who, then, will bell the 
proverbial cat by persuading the 
mujahideen to lay down their | 


weapons? Will Afghan President Bab- 
rak Karmal go up to the mountains to 
do this? Or will it be the new Soviet 
leader Mikhail Gorbachov? Or Pakis- 
tani President Zia-ul Haq? Rasheed 
again admits that the mujahideen ac- 
cuse their compatriots in Peshawar "of 
stockpiling or selling [weapons] in 
Pakistan." 


" 2 
MIKE CHINO 








Guerilla fighter: intellectual aid. 











This appears to bear out the conten- 
tion of nearly every foreign observer 
who has visited the mujahideen re- 
cently that the latter are receiving very 
little aid from outside and get most of 
their arms from within Afghanistan 
The massive figures quoted for United 
States aid are most probably highly in- 
flated to serve the propaganda needs of 
(ironically) both superpowers. The ac- 


tual figures are likely to be much | 


lower, and are reduced even further by 
the time corrupt bureaucrats in both 
the US and Pakistan have skimmed off 
their share of the funds 

As for Pakistan, there is little appa- 
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there is little that Pakist 

reassure them or to ensure 

safety by grovelling The Soviet lead 
ers unfortunately possess 

ity of street hoodlums and 1 
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peasement, like all bad h 
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weaponry counts for little, because a 
shotgun can kill you just as dead as the 
most modern assault rifle. 

As for the cross-border air-raids 
from Afghanistan, there are many peo- 
ple who believe that these are more 
than a little suspicious. A nightly fea- 
ture of the news on Pakistani TV is 
a solemn announcement that "six 
Afghan aircraft violated Pakistan's 
airspace today and dropped two 
bombs in the Arundu area of Chitral. 
No loss of life or property was report- 
ed." 

Why the Afghan air force should 
be interested in bombing Arundu is 
never explained. The only possible at- 
traction of Arundu — if such a place 
exists — from the viewpoint of the 
Pakistani Government is that no inde- 
pendent observers are permitted to go 
there. It appears that something is cer- 
tainly rotten in Arundu. 

Finally, if the worst should happen 
and Pakistan should indeed face a 
Soviet invasion, the Pakistani people 
would do well to remember that na- 
tions and individuals are sometimes 
faced with the choice of living like dogs 
or dying like men. Death comes to all 
men, and it is not important that they 
die. What is important is how they 
die. 

Tipu Sultan, the great ruler of My- 
sore who defied the British, said that 


he preferred to live like a lion foraday | Koran accepts Sabaeanism as a re- 
rather than as a sheep for a hundred | vealed religion ("religion of the book") 
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years. He died in battle in defence of 
his country and his memory remains in 
the hearts of millions. Who remembers 
the name of the man who killed him? 

Lahore M. 1. KHAN 


The Sabaean star 


ı2, In reply to the 
: query on Sri 
, Lanka's World 

Religion Day 

postage stamp 

[TRAVELLER'S 

TALES, 11 Apr.], 

the five-pointed 

“star” with the 
= ‚ two longer points 

Andata between the 
000) 922 460 Baha'i logo and 
the cross is not 
so much a “star” as the symbol for the 
human body. The two longer points are 
representative of legs, and the upper 
three points are the head and the out- 
stretched arms. 

While this symbol has been used 
throughout history in various ca- 
balistic arrangements, it is also one 
of the chief symbols (together with 
the moon and the sun) of the very 
ancient, but still extant and monothe- 
istic Sabaean religion, whose origins 
are located in Mesopotamia, around 
the ancient metropolis of Haran. The 


hives 444 
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on par with Judaism and Christianity. 

The population of believers of 
Sabaeanism in the world is about three 
times that of Zoroastrianism and may 
not exceed a total of 300,000, spread 
out from parts of Yemen, through parts 
of East Africa into Asia Minor with 
some adherents even as far afield as the 
Indonesian archipelago. 

Sabaeanism seems to have been the 
major religion of the Syriac-speaking 
peoples between 1900 BC and 900 BC 
and, as recent research is beginning to 
show, its impact was over a truly vast 
area of the ancient world, and its fun- 
damental beliefs of a single God, the 
Day of Judgment and Revelation 
through a succession of prophets ante- 
dated similar concepts in earliest 
Judaism by several centuries. 

Colombo JAMSHED FOZDAR 


Sri Lanka’s madness 


A. Charles portrays the Sri Lankan 
Tamils as “a threatened people” [LET- 
TERS, 4 Арг.], but who is responsible 
for the “military presence” in the north 
and east? Sri Lanka is one of the few 
remaining democracies in Asia, but 
when extreme Tamil terrorists backed 
up their political demands for seces- 
sion with arms and terror, was the 
elected government expected to stand 
by and watch? In the north, the face of 
the enemy is unknown — terrorists are 
everywhere — while the ordinary peo- 
ple of the north are passive or have 
been murdered into silence or ac- 
quiescence. 

Charles does not speak of the lamp- 
post murders of Tamil “traitors” by the 
terrorists; the axing of a Tamil govern- 
ment agent on his way home to Jaffna; 
the massacre of a Tamil family includ- 
ing children in the Eastern Province, 
and the innumerable summary execu- 
tions of fellow Tamils. He pontificates 
from the sanctuary of his London exile, 
while his compatriots have been 
pushed forward to the firing lines in 
this internecine war. 

It must be hell for the Tamils in 
Jaffna. Tamils in the south are much 
safer and better-off. A Tamil, C. H. 
Chelliah, writing to the Ceylon Daily 
News on 5 April, said: “We as a minor- 
ity are better-off among our Sinhalese 
brethren than with our ethnic cousins 
across the Palk Straits.” 

From both sides we must decry this 
madness and speak out loud for justice 
and equity for all Sri Lanka's citizens, 
in the language of humaneness, and 
not in the language of the bullet. 
Colombo V. T. NAVARATNE 


As regards A. Charles' statistics on 
the Tamil presence in the armed 
forces and police service in Sri 
Lanka, there is no bar for any race 
to enter these services. Tamils 
have opted to join the more congenial 
positions in the civil service, foreign 
service and various other professions. 
An analysis of their numbers in these 
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il community are endeavouring 
initially to separate. an eighth c of the is- 
land in the north, holding 6% of the 
total population of 15 million, for self- 
government by the Tamils. Sub- 
sequently they wish to annex the east- 
ern part of the island also, as they have 
openly declared. 


„armed attack against the duly elected 


democratic government. Part of their | 


strategy is to attack the Sinhalese in 
the north and east, destroy public 
property, and provoke.the majority 
Sinhalese to attack the Tamils who live 
in various parts of the island, in order 
to: discredit and condemn Sri Lanka 
before the world. Fortunately the 
Sinhalese have exercised the greatest 
restraint since the July 1983 incidents 
despite the grave atrocities committed 
by the Tamil extremists. The govern- 
ment owes it to the people to deploy the 
armed services to stop the terrorists. 
The moderate Sinhalese and Tamils 
wish to coexist in peace, develop the 
country in unity and share the benefits 
on a just and equal basis. 
Kuala Lumpur A. WIJAYAWICKRAMA 


I read with interest the reaction of 
Buddhists about your use, or misuse, of 
the name “Khomeini.” While regret- 


.| ting my strong protest as a Buddhist at 
"this gross misuse of religious parallels, 
| 1 would like to point out to the readers 
| that the REVIEW is not entirely to be 
| blamed. I теса well that the use of 


Khomeini on the Buddhist clergy was 
initially started іп a small-circulation 
Sri Lankan journal, the Lanka Guard- 
ian. I believe its percolation. to your 
journal was natural given the fact that 
the editor of that Sri Lankan journal 
was also the REVIEW's local correspon- 
dent. Hence, the mischief committed 


"must be traced to the origin and the 


blame must be directed to those who 
should get.it. I do sincerely hope the 
readers óf your journal get the correct 
perspective of misplaced analogy. 

Colombo BORUEPA SILVA 


€ This correspondence is now closed. 


The untold story 


Your report on the resignation of presi- 


dent C. V. Devan Nair [11 Apr.] missed | 


the point completely. Just one week 
before his resignation, Singapore 
Prime Minister Lee Kuan Yew very 
convincingly assured parliament that 
there was no need for cabinet ministers 
to declare their assets because Lee 
knew everything there was to know 
about his ministers. | 

Yet on the day Nair resigned Lee told 
parliament that neither he nor any of 
his cabinet ministers knew about 


` Nair's drinking problem. So how much 


does Lee know? What else are we going 


to find out about his old friends? 








happened in Sarawak was: not told 


| Minister Lee’ Kuan Tay 
| strong plea in the parliament 
To this end they have launched an | 


crease the salaries of his cabinet mi 
ters. 


all Third World eae s are cor d 
cause they are not paid as hand 

as his cabinet ministers. He even qw 
to the extent of generalising that T? 
World leaders could be hypocri 
accepting comparatively 
salaries. 

Lee's repeated emphasis that u 
cabinet ministers are handsome! 
they areliableto be corrupt has 
implications, If his claim prc 
rect, then it can be inferred that r 


| of his civil servants such as those 


customs and immigration servi 


much is adequate to prevent cor 
tion? 

It is pointless to compare the 
ings of à politician to those of a bus 
ness or professional tycoon. It is Шор 
cal to equate monetary reward 
safeguards against corruption. Even 
a prime minister is paid S$100,0 
(US$45,000)a month, thereisno guaran 
tee that he will not succumb toc 
tion. Lee cited the case of forme 
panese prime minister Kakuei T 
He.must have been quite har 
paid when he was prime ministe 
yet he was convicted of corruptio 
the other hand, would Lee say t 
Zhou Enlai was corrupt when, 
prime minister of China, he was paid | 
not more than 8$500 a month? | 


has proved that monetary i 
aloné does not generate high ү 


tors such as due recognition for 
done, pride in one's job and a 
sense of commitment. 

No matter how much a minister 3 


| paid, he is expected and required to beê. 


honest and to carry out his duties v 


mitment. There exist sa 
against corrupt practices. 

I was surprised that none of 
backbenchers nor the two members of 
the opposition pointed out to Le 
fallacy of his argument to ji 
further increase to the salaries of his 
cabinet ministers. It is an accepted fact 
that no honest politician can mai 
much money as a business 
Anyone interested only in am 
wealth should not be a ponn dan 


comparing Singapore 
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i modest c 

could not help to solve the comment 
problems when Singapore was part of 
Malaysia, he should not crow too 
loudly of his achievements in Singa- 
pore. 


Kuala Lumpur ‘MALAYAN OBSERVER’ 


. . 

Ancient ritual? 

Brian Cloughley's incisive article on 
India [THE 5TH COLUMN, 25 Apr. 
should be made compulsory reading 
for all those American congressmen 
who are falling over themselves in try- 
ing to placate Indian Prime Minister 
Rajiv Gandhi and win his favours, in- 
cluding lucrative high-technology 
contracts. Indeed, the attitude of 
India’s leadership, like the ancient 
land itself, never changes. It is full of 
hypocrisy, cant, pretension and pom- 
posity. 


Hongkong SYED ALI 


Hanoi blarney 


The article by Paul Quinn-Judge and 
Hamish McDonald, Deadline on com- 
promise [21 Mar.], gave valuable in- 
sights into the naive and amateur 
character of the latest mission to Viet- 
nam of self-styled peacemaker Austra- 
lian Foreign Minister Bill Hayden. 

It is not the first time that Hayden 








has fallen into the masterly Vietnam- | 
ese trap, by taking the most recent pre- | 


sentation of the uncompromising Viet- 
namese stand on Cambodia as a “con- 
siderable advance" towards a solution 
of the Cambodia conflict. In 1983, 
Vietnamese Foreign Minister Nguyen 
Co Thach laid a similar trap by flatter- 
ing Hayden that Australia was the only 
country in the region which could 
“play a very positive role for peace and 
stability in Southeast Asia" [REVIEW, 
14 July 83]. 

Hayden most readily took Thach's 
blarney as an indication of an alleged 





to deis endis ccc between 
Asean and the Vietnam-dominated In- 
dochina об” Any bloc-to-bloc meet- 
ing would, however, amount to accept- 
ing Vietnamese domination over Cam- 
bodia [REVIEW, 18 Aug. '83 and 2 Aug. 


]. 

When the French socialists came to 
power, they, too, had some wishful 
thinking concerning а so-called con- 
ciliatory Vietnamese position towards 
a peaceful solution of the "Cambodia 
conflict. They, however, were intelli- 
gent enough to let themselves be fooled 
by Vietnam only once. 

Lenin once-termed mediocre brains 
working involuntarily for the com- 
munist cause “useful idiots." How long 
will the Australian public let Hayden 
work involuntarily for the interna- 
tional acceptance of Hanoi's concept of 

“special relations” with Cambodia and 
Laos which is,'in fact, the Vietnamese 
version of the Brezhnev doctrine in 
Southeast Asia? 
Hamburg 


Initial response 

You are wrong about the acronym used 
for video in Japan [TRAVELLER'S 
TALES, 4 Арг.} VD stood for Valen- 
tine's Day. I regret this dose of realism. 
Kobe DAFYDD GORONWY-ROBERTS 


PETER SCHIER 


€ Somehow that makes it worse. 


A matter of scale 


А map without a scale is as incomplete 
as a dog without.a tail At best, your 
REVIEW MAP of Zhuhai Special Econo- 
mic Zone [18 Apr. by Frank Tam 
should be called a, diagram. Further- 
more, may I assure your readers that 
Taipa and Coloane islands are alive 
and well, and have not been removed 
from the territory of Macau, yet. 

Macau CRAIG DUNCAN 
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Real estate in the United States 
offers excellent security and tremen- 
dous profit potential. And many of 
the best investment opportunities in 
the United States are in Texas: a big 
state with an even bigger future. 

Hollowell-Pettit specializes in 
Texas real estate. We search out 
secure investments with high profit 
potential, and handle all the details 
of the transaction from purchase to 
administration and sale. 

For information on real estate 
investment opportunities as big 
as Texas, write to Paul Pettit, 
Managing Director, Hollowell- 
Pettit Inc., 11408 Audelia Road, 
Suite 4737, Dallas, Texas 75244 USA. 
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the world of Air Traffic Control automation. Fault- rae 
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nomic prospects. Pages 46-50. 





Page 16 

The French Government springs a 
new independence plan on New 
Caledonia which virtually assures 


| ‘the indigenous Kanaks of control 


— and just as surely raises fear 
and anger among the large white- 
settler population. 


Page 20 
Sabah's new chief minister quickly 
consolidates his power and estab- 
lishes his government's legitimacy 
in the eyes of Malaysia's federal 
government by swearing in his 
cabinet only two days after ousted 
chief minister Datuk Harris Salleh 
and his political allies failed in a bid 
to retake power. 
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The tiny port city of Macau, at the mouth of 
China's Pearl River, has been a Portuguese set- 
tlement for more than 400 years, but signs are 
that, after several hesitations, China is moving to- 
wards re-establishing its sovereignty over neigh- 
bouring Hongkong. This will be no big sacrifice as 
far as Lisbon is concerned: it has wished to be rid 
. of this, the last vestige of its once vast overseas 
territories, ever since the 1974 revolution. But for 
the people of Macau there are anxieties as well as 
new opportunities in the unknown future. Hong- 
kong correspondent Emily Lau and China trade 
writer Louise do Rosario look at the possible scenarios for Macau as 
well as at its own very idiosyncratic people and politics, while assistant 
business editor Liz Carver looks at the territory’s far-from-brilliant eco- 


strife, the Prachakorn Thai! Party- — 
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Pages 66-69 
Washington concedes its over- 
valued dollar is hurting its exports 
in the wake of Japanese Prime 
Minister Yasuhiro Nakasone’s 
buy foreign exhortation to his. 
| nation' s consumers. | 

















| Page 70 
China’s special economic zones 
come under attack as à costly а 
inappropriate way of meeting the 
country’s economic-developm 
needs. 



































Cover picture by Nancy Nash. | Page 79 

| Taiwan's trade with China is grow 

| ing quickly through Hongkong and: 
Singapore — and through direct 
smuggling ~~ and Taipei has de 


| cided not to interfere. 


one of the four groups in Thai- | 
land's ruling coalition — faces an 
uphill battle as the city of Bangkok 
prepares for an absorbing by- 


election on 12 May.” 


Page 28 - 

Caibouián Tenita fi 
have intensified 
Vietnamese troops deep inside the 
country, following *5- SUC- 
cessful: dry-seasc fensive 
which forced the А 
abandon most of their base с Imps | 
along the equatry’s border with | 
Thailand. 


Page 27 
Suffering from worsening. internal 
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ngkong 
‘tending credibility tor China 





The only civilian witness who 
claims to have seen the 21 Au- 


gust 1983 assassination of 


- Philippine opposition leader 


Benigno Aquino told the chief 
prosecutor in the murder trial 
of Aquino's accused killers on 
30 April that a soldier from the 
Metropolitan Command fired 
a gun at the back of Aquino's 
head. Rebecca Quijano, dub- 
bed “the crying lady” for her 
reaction to what she saw, also 
said the opposition leader was 
shot while still descending the 
service stairs of the China Air- 
lines aircraft which brought 
him back to the Philippines 
from the United States, where 
he had been living in volun- 
tary exile. 

Quijano's statement sup- 


‘ports the prosecution's con- 


tention that Rolando Galman, 
who the military claims shot 
Aquino on the tarmac, could 
not have been the assassin. 
Twenty-five military men and 
one civilian are charged in the 
case of conspiracy to murder 
Aquino. Quijano's formal tes- 
timony before the court hear- 
ing the case was to begin on 2 


May. — GUY SACERDOTI 
` Peking protesters 
want to come home 


- Several hundred former Red 


Guards, "rusticated" to the 
distant rural areas of Shanxi 
province 17 years ago during 
China's Cultural Revolution, 


were ordered to return to 
Shanxi by top Peking officials 


after staging a public protest 
in the capital on the steps of 
the nation's communist party 
headquarters. The protesters 
were demanding to be allowed 
to return to the city perma- 
nently. 

Although many former Red 
Guards have been allowed to 
return home, the protesters 
fall into categories without a 
claim acceptable to the au- 
thorities: they have either 
moved from the Shanxi coun- 
tryside into towns or have 
married local people.— MARY LEE 


` UN cash crisis for 
Thai refugees 


The United Nations Cambo- 
dian relief operation, which 


"estimates that recent Viet- 


namese border raids have 
swept a total of 230,000 Cam- 
bodians into Thailand, is fac- 
ing an acute cash shortage. 
Tatsuro Kunugi, coor- 


14 





dinator of the operation, told a 
meeting of donor countries in 
a report on 2 May that from 
the end of June this year it will 
need an additional US$15 mil- 
lion in cash and food to meet 
its immediate needs for the 
rest of the year. One of the 
most urgent problems is clean 
water, since the refugees lost 
access to water supplies when 
they lost their previous camps. 

Prospects for raising the 
money look dim, with only the 
European Economic Commu- 
nity having committed itself 
in advance to new allocations 
— US$200,000 for the UN pro- 
gramme and US$380,000 for 
the Red Cross. — TED MORELLO 


Burmese army destroys 
heroin factories 
Burmese army troops recently 
destroyed secret heroin 
laboratories set up by ethnic 
Shan insurgents at five hill- 
side hideouts in Monghsat 
township of eastern Shan 
state, which borders Thailand. 
An official statement said 
three battalions of troops 
which mounted the operation 
from 24 February to 20 March 
killed’) 20 insurgents and 
wounded many others, and 
seized large quantities of 
chemicals and utensils used in 
processing . opium, some 
firearms and food supplies. 
The statement also: said 


| 21,206 acres of secret opium 





plantations were destroyed in 
a search-and-destroy opera- 
tion mounted by combined 
squads of army, police and 
local people in the Shan, Ka- 
chin and Thin states. —M.C. TUN 


for Nakasone 
, SAYS survey 


The popularity of Japanese 
Prime Minister Yasuhiro 
Nakasone's cabinet touched a 
new peak in mid-April, ac- 
cording to a poll conducted by 
the Yomiuri Shimbun, one of 
Japan's three leading daily 
newspapers. The poll gave the 
cabinet a support ratio of 
55.9%, beating its previous re- 
cord last November. 
Nakasone, now six months 
into his second two-year term, 
is the only Japanese prime 
minister to achieve such a sup- 
port ratio from a Yomiuri 
Shimbun poll for his leader- 
ship team at this stage of his 
term. The cabinet's popu- 
larity reflects the public be- 
lief that the prime minister 
has been far more successful 
than his predecessors in the 
field of foreign relations. 
— CHARLES SMITH 





New Ja 
line to 


cargo 
Pacific 
A new Japanese cargo airline, 
Nippon Cargo Airways (NCA), 
will start flights. across the 
Pacific on 8 May following the 


conclusion of long-running 
talks on aviation between 
Japan and the United States 
on 30 April. Other points ag- 
reed between the two govern- 
ments include stepped-up 
flights from Saipan in the 
Marianas Islands to Tokyo for 
US-based Continental Air 
Micronesia and a phased ex- 
pansion of trans-Pacific pas- 
senger flights through 1989. 
NCA, which received an 
operating licence from the Ja- 
panese Ministry of Transport 
in August 1983, is a joint ven- 
ture between banks, shipping 
lines and All Nippon Airways 
(ANA), the largest Japanese 
domestic carrier. The inaugu- 
ration of NCA’s trans-Pacific 
service marks an important 
step in ANA's campaign to 
break Japan Air Lines’ mono- 
poly of international services. 
— CHARLES SMITH 


Hongkong Land signs 

Exchange Square tenants 
The Hongkong Land Co.'s al- 
batross, the twin-tower Ex- 
change Square — built on one 
of the costliest sites in the 
world on the Hongkong 
waterfront — has been some 





32% let, the company an- 
nounced on 25 April. Seven 
floors have been rented to IBM 


World Trade Corp., with 
smaller areas taken up by 30 
other tenants. The company 
says its initial monthly rents 
are about HK$20 (US$2.6) a 
ft? (exclusive of service 
charges). If other tenants come 
into the 1.2 million ft? of the 
completed two towers at simi- 











lar rentals, that would indi- 
cate an initial return of only 
5% for Land on the HK$6.5 
billion. cost. A third tower, 
scheduled for completion in 
mid-1988, will bring the total 
cost to HK$8.5 billion. 

The total 360,000 ft? on 
which Land has received com- 
mitments does not include the 
unified stock exchange, the 
American Club or the Securi- 
ties Commission, all long- 
committed tenancies. Of the 
agreements signed, 24 are 
from tenants new to Hong- 
kong Land property. After ad- 
justing for tenants moving 
from other Land buildings, 
the net gain to the company is 
208,000 ft? of lettings. 

— ANTHONY ROWLEY 


Australia removes rate 
limits on small loans 


The Australian. Government 
has taken the country's finan- 
cial markets further down the 
path of deregulation, with re- 
moval of interest-rate controls 
on bank loans of less than 
A$100,000 (US$67,100). Small 
business and personal-finance 
loan rates will be set by indi- 
vidual banks, and no longer 
subject to a 14.5% ceiling. The 
only loans still subject to in- 
terest-rate controls are those 
for owner-occupied housing. 
The decision to free the small- 
er loans from interest ceilings 
reflects a need to make more 
finance available in those 
categories. Banks have wel- 
comed the change, especially 
with foreign banks moving 
into the Australian market 
later this year. The new en- 
trants are unlikely to want to 
do business in unprofitable 
sectors, and leaving interest 
ceilings intact would have 
meant existing banks would 
have to carry the entire bur- 
den of providing small loans. 


Bangladesh and the Soviet 
Union signed their 14th an- 
nual barter-trade protocol on 
28 April, providing for ex- 
change of commodities worth 
£32 million (US$38.5 million) 
on either side. On the 
Bangladesh side, exports will 
mainly consist of jute and 
leather products, tea, cigaret- 
tes and tobacco, cosmetics and 
soaps and household utensils. 
The Soviet Union will export 
machinery, tractors and trail- 
ers, machine tools, cement, 
cotton, zinc and some fuel pro- 
ducts. — S. KAMALUDDIN 
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_ INDIAN SUMMER 
Singapore's former president, 
C.V. Devan Nair, who is in the 
United States for medical 
treatment, is considering the 
possibility of retiring to the 
southern Indian city of Madras 





















' moment, itis taking steps to clear 
e way for future arms deliveries 
— and, in doing so, is sending a 
message to Hanoi that its support 
for Asean is unwavering. In a 
letter sent.on 25 April to the : 
respective chairmen of the United: 








and senate's foreign affairs . 
committees, William Ball HI, 
an assistant secretary of state, 
welconied a proposal by 
Congressman Stephen Solarz to 
give US$5 million in 
"appropriate aid" to the non- 
communist factions of the 
tripartite Democratic 
Kampuchea coalition. However, 
Ball held out two reservations: 
any military aid should be given 


















| THAI HIGH FLIERS 


1.4 May — just four days after the 
expiry ofa 30 April deadline for 
the US Congress to veto the sale. 
| The Royal Thai Air Force мап! 


. the proposition must first be 






States House of Representatives’ ` | 


ТОО COOL FOR COMFORT 





under Washington's Military 





ИШ THE WEEK 





ogramme rather 

government's 
Economic Support Fund, as 
proposed by Solarz, and the US. 
should retain control overthe aid 
programme. 


A United States Air Force team 
carrying a letter of offer for... 
Thailand to purchase F164 jet .. 
fighters was due in Bangkok on 








о buy 12 of the superjets, four 
ess than originally planted but 





considered by the Thai cabi 
the sale goes through, Thailàn 
will be the first Southeast Asian 





One reason Prince Norodom 
Sihanouk recently decided to 
offer his resignation as president 
of the anti-Vietnamese 
Democratic Kampuchea 


| coalition government wasthat he 


was upset with China's cool 
reaction to his proposal | 
for talks on the Cambodia 









problem whieh would involve a 
leading Khmer faction 
including the Vietnam 
Heng Samrin regime in 
Penh. This, together wi 
Sihanouk views ss Peking. 
failureto ex ugh 


ro: 
















of his audacious share 
acquisitions, is planning to 
expand his operations into 
Hongkong through a local 
company he is about to b 
about HK $100 million (E 
million). Sources s 
use the compan: invest 
base in the same way as his 
Australian vehicle, Sunshine 
Australia Ltd. Lee's recent 
partial bid for Hooker Corp. 
raised his stake in the giant 
property firm from slightly less 
than 20%, to à little more than 
3095. After a vigorous effort to 
kéep him out the Hooker board 
may now relent and admit Lee 
to their ranks. 






















| BANGLADESH 


President H. M. Ershad extended his te- 
nure as chief of the army for another year, 
Ittefaq newspaper said (29 Apr.). 


CHINA 

Hundreds of Peking residents, who 
were sent to the countryside in 1968, held 
a sit-in demonstration at City Hall in:Pe- 
king.demanding residence permits for the 
capital (25 Apr.). The protest ended after 
officials ordered demonstrators.to return 
to the countryside (20 Apr.). 


HONGKONG 
Governor Sir Edward Youde held dis- 
cussions with British Prime Minister Mar- 
. garet Thatcher in which he pressed her to 
back a Hongkong Chinese member on the 
joint liaison group (24 Apr.). 


INDIA 

At least 12 people were wounded in 
fresh clashes in Ahmedabad (24 Apr.) 
More than 1,000 army reinforcements 
moved into the city. A senior judge of Af- 
ghanistan's Supreme Court announced 
his defection in India (26 Apr.). Ten people 
were injured and 122 arrested in rioting in 








































Gujarat over.a government policy reserv- 
ing jobs and college places for the lower 
castes, it was reported. A bomb suspected 
to have been planted by Sikh extremists 
exploded at' a public meeting in Punjab 
killing oné person and seriously wounding 
another (28 Apr.). Protest strikes by gov- 
ernment workers shut down four cities in 
Gujarat after police baton-charged strik- 
ers, the Press Trust of India said (20 Apr.) 


INDONESIA ` 





j. The f 
ruled that it will count th 
solve the disputed election 
assembly of opposition leade 
Pimentel (30 Apr.) 


SOUTH KOREA 
President Chun Doo Hw 


t 


by 50 demonstrators v 


The 30th anniversary celebrations of | Apr.) 


the Bandung conference opened. Chinese | 
Foreign Minister Wu Xueqian had talks | 
with his Indonesian counterpart Mochtar | 
Kusumaatmadja (24 Apr.). | 


PACIFIC 
Militant Kanaks in New Caledonia re- | 
leased 37 people they were holding on | 
Mare island after negotiations with au- | 
thorities, a spokesman for French special | 
envoy Edgard Pisani said (30 Apr.). | 
i 


PHILIPPINES 

А woman witness to the Benigno 
Aquino murder, said she saw à soldier fire | 
a gun at ће opposition leader's back as i 





| ally declaring a merger with 


| SRILANKA 


| erm Provin 


| TAIWAN 


Korea Democratie Party, a 
said (30 Apr). 


The army started movin 
‚ which ha 
clashes between Tamils and Mus 
Apr.) 








A man who attempted to hij 
Airlines jet to Hongkong 
flask of water was overpo 
rity officials aboard the aircraft 
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Ukeiwe; French koope in Noumea; Pisani: call for a ‘fight to the end.’ 


France’s new plan for independence pleases Kanaks but upsets settlers 


Solution, Paris fashion 


By Hamish McDonald in Noumea 


ith a new plan for self-deter- 

W mination in New Caledonia, 

the French Government has set 

the explicit goal of independence 

under Kanak (Melanesian) rule for the 
Pacific territory. 

Promises that their rights will be 
protected by close association of the 
new state with France and a reinforced 
French military garrison have failed to 
prevent a deepening sense of betrayal 
among French settlers. Their outrage 
threatens a new wave of violence as 
French authorities set out to achieve 
the desired result. 

The plan will see the abolition 
within the coming weeks of the territo- 
rial assembly formed after elections 
last November. With most Kanak vot- 
ers boycotting the polls the anti-inde- 
pendence Republican party, the RPCR, 
gained 36 of the assembly's 42 seats 
and went ahead to form a government 
— despite continued civil disruption 
by the Kanak Socialist National Liber- 
ation Front (FLNKS) who declared 
their own provisional “government of 
the republic of Kanaky.” 

The assembly's demise had been all 
but inevitable within two weeks of its 
formation, however, when French Pre- 
sident Francois Mitterrand handed 
former agriculture minister Edgard 
Pisani the task of defining another po- 
litical structure acceptable to all par- 
ties in New Caledonia. 

The final plan, announced in Paris 
by Prime Minister Laurent Fabius on 
25 April, steps around the main obvi- 
ous pitfall — a referendum, in which 
whites, together with Asian and 
Pacific immigrant communities, who 
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hold the balance, could combine to 
outvote the Kanaks and return the ter- 
ritory to a political deadlock. 

Pisani had suggested such a vote 
next September on the single question 
of "independence in association with 
France." He envisaged only a slight 
modification of the present universal 
suffrage, by limiting the vote to resi- 
dents of at least three years' standing. 
With only a small number of civil ser- 
vants and military thus excluded, the 
54,000 Europeans and 30,000 Wallis is- 
landers, Polynesians, Indonesians, 
Vietnamese and others could easily 
outvote the 62,000 Kanaks. 

This population balance is not en- 
tirely accidental. Previous French ad- 
ministrations deliberately encouraged 
migration from metropolitan France, 
overcrowded Pacific possessions and 
elsewhere in the 1960s as a bulwark 
against the stirrings of independence 
then showing in neighbouring Eng- 
lish-speaking Pacific territories. 

Mitterrand and Fabius have grasped 
the referendum nettle. They have de- 
cided to divide New Caledonia into 
four regions, each of which will elect 
by universal suffrage its own council in 
August this year. The council members 
in turn will combine to form a new ter- 
ritorial congress which will decide on 
independence by the end of 1987. The 
French Government has taken advan- 
tage of an imprecision in the language 
of the French Constitution concerning 
the cession of territory. It mentions 
only that the “consent” of the people 
concerned must be obtained, but not 
how this should be done. 

Meanwhile, France would under- 





take a new development programme 
through the regional council to redress 
economic inequalities, and would 
“reinforce” its military presence in 
Noumea to reflect the “strategic in- 
terests” of France in the region. 

The Mitterrand-Fabius plan was im- 
mediately welcomed by FLNKS leader 
Jean-Marie Tjibaou. Speaking in 
Paris, he said his people would partici- 
pate in the August elections. “We are 
not going to spit in the soup,” Tjibaou 

said, adding that the new plan was a 
workable way towards independence. 

The reason for Tjibaou’s optimism 
became apparent when the Fabius 
cabinet announced draft legislation 
for the new system on 30 April. To the 
settlers it confirmed all their suspi- 
cions that “magouille” (gerryman- 
dering) was on the way. 


t a congress of the RPCR in Nou- 
Ae: on 28 April, about 1,500 par- 
ty activists sang their anthem, 
Toujours Français (Forever French) 
and catcalled at the mention of Mitter- 
rand, Fabius or Pisani. Under a huge 
French tricolour awning, the head of 
the RPCR cabinet in the present ter- 
ritorial assembly, Dick  Ukeiwe, 
warned that the party had reached the 
“ultimate phase” of its struggle, and 
called on the party to unify for a “fight 
to the end.” 

Ukeiwe’s unusually strong language 
surprised many observers who saw 
him as a moderating influence. A 
Melanesian himself, Ukeiwe has suf- 
fered for his role at the head of the 
largely non-Kanak RPCR assembly- 
men. His home on the island of Lifou 
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has been burnt down 
by FLNKS supporters 
and his family forced 
to take refuge іп 
Noumea. 

Signs of differences 
with the RPCR's chief 
powerbroker, local 
' French businessman 
Jacques Lafleur, had 
- been noticed in recen 
—weeks. Ukeiwe had 
` produced his own plan 

(mat would give the 
|| Kanaks substantial 
-autonomy іп about 

half the territory cov- 
‘ering the east Coast 
„of the main island 
and. the Loyalty Is- 
lands. 

In a display of unity-and toughness, 
Lafleur followed Ukeiwe at the RPCR 
congress by warning that the result of 
putting one ethnic group in power over 
ое would be “civil war." Lafleur 
said fhe RPCR Might mountan “active 
boyc@tt” of th igust elections and 

the use of violence was possible. 

To some outside analysts, these 
RPGR warnings rang hollow. A white 
boycótt of the August elections would 
delight the Kanaks and probably Pi- 
sani as well. Having declared that the 
Kanak boycott of the November elec- 
tions did not affect the legitimacy of 
the result, the RPCR is in a bind. 

"ThesFrerich security force in New 
Caledonia. — numbering some 6,380 
gendarmes, riot police, local police and 
regular troops — remains large in pro- 

. portion to the 146,000 population. It 
could #easily prevent any seizure of 
power;'by. the settlers, though some 
whites: believe French troops would 
not firé'on their “kithjand kin." 

But: ithe: anti-independence groups 
do: have the means to bring the Mitter- 
rand government's plans to a bloody 
halt: “Everyone lias. a hunting rifle in 
the. cupboard,” said one observer of 
local politics in Noumea. "There are 
small bands of КРОН supporters form- 
ing, büt so far without any attempt at 
overall organisation. In some senses, of 
course; the fact that it is undirected 
makesiit more dangerous.” 

The strongest eard in the RPCR hand 
is its backing from the. conservative 
opposition in metropolitan France, the 
neo-Gaullist Republican Party (RPR) 
which has seized on New Caledonia as 
an example of Mitterrand's fumbling 
and cession of vital:national interests. 

Elections in France for the national 
assembiy are expected around March 
next yedr, with conservatives confi- 
dent of-ousting Mitterrand’s socialist 
party from control of parliament. The 
conservatives could then obviously 
block any new legislation proposed by 
Mitterrand, whose own term runs to 
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tion already passed is less certain. 

Lafleur thus warned his followers 
that the six months after the August 
territorial elections, running to the ex- 
pected French elections next March, 
would be “particularly difficult” as 
the socialists would be able to transfer 
power to the Kanak minority. 

Any hopes of the settlers being in- 
duced into dialogue with. the au- 
thorities must now be extremely faint. 
Pisani, who returns the bitter hatred of 
the settler community with patrician 
contempt, did not bother with any 
public statement when he flew back to 
Noumea on 28 April. He immediately 
closeted himself with aides to work on 
the new electoral system. 


gu he new regions, announced in 
Paris, drastically alter the exist- 

ing electoral -balance:. The 
Noumea region taking in 60% of the 
New Caledonia population will contri- 


“bute only 18 members to the 43-seat 
territorial congress. The Kanak vote is 
expected to prédominate in the three 


other regions — one covering the Loy- 
alty islands, one the north of the main 
island, and the other the southern half 
apart from the, Noumea enclave — 
which supplies.the other 25 congress 
members. “This has broken the power 
of Noumea over New Caledonia,” said 
one analyst in Noumea, The one'sop to 
the RPCR is that the existing territo- 
rial assembly and.cabinet will remain 
right up to the elections, But this could 
tie the party, leaders to.a "responsi- 
ble" role on the side of order during the 
campaign — when the main threat of 
disruption. will come from their own 
followers. К 

Through. the principal local news- 
paper, the extreme anti-independence 
Les Nouvelles, settlers have been 
warned that guarantees given before 
independence.by Kanak leaders could 
be torn up.by the new state with the 
applause of the Third World majority 
in the United „Nations: The. “сот- 
munist" FLNKS could then invite 
another foreign power such as the 
Soviet Union to replace the French. 

The ultimate guarantee that. Mitter- 
rand can show to the settlers is a mili- 
tary presence that if^necessary could 
hold the new state to its promises. A 
provision of the Mitterrand plan is a 
continuation of the French grip on the 
instruments of power — the military, 
the police and the legal system. 

French armed.-forces. chief of staff 
Gen. Jeannou Lacaze was dispatched 
within days of the Fabius announce- 
ment to make, an inspection.of New 
Caledonia, arriving on 1 May. Lacaze 
was to “synthesise”, various studies on 
a stronger military. presence set in mo- 
tion by Mitterrand. himself after his 
lightning visit on 29 January. u 
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revisited 
Despite China's opposition, 


the question of local 
representation is again raised 


By Emily Lau in Hongkong 

fter the Sino-British joint declara- - 

tion on the future of Hongkong. 
after 1997 is ratified some time before - 
30 June, officially marking the begin- 
ning of the 12-year transition period, a · 
joint liaison group (JLG) consisting of - 
Chinese and British officials to “en- 
sure a smooth transfer of government - 
in 1997" will come into being. zf 


cally excluded from the group by. 
China, but the- Unofficial (non civil- ` 
servant) Members of the Executive and 

Legislative Councils (Umelco) are-de- 6 

1 ing some say in the vital transis 
dob periit Ew ou " 

- The senior member-of the Executive 
Council (Exco), the highest policymak- 
ing body, Sir Sze-yuen Chung, said he: 
hopes Umelco members will be al 
lowed to attend JLG meetings ebekî 
they are not members, because this 
would boost. the confidence of 
Hongkong's people in their future 
under Peking's rule. According to 
Annex II of the joint declaration, the 
JLG is for liaison only and will not be 
an organ of power. It will conduct con- 
sultations on the implementation of 
the joint declaration and will consist of. 
five members from each side. 

Since the signing of the declaration, 
Umelco has been lobbying for a part in; 
the JLG. But Peking and London have. 
resisted their demand, saying the JLG 
is a diplomatic group, so the members. 
must be government. officials. Failing, 
to win direct representation, Umelco | 
has asked for the right to attend the, 
JLG meetings as observers. This is, 
partly because of fears that Peking and, 
London will. not look after Hongkong $, 
interests. Some Umeleo members also 
see it as a way to boost their stature ing 
the community. T 

Speaking at a Legislative Council. 
(Legco) meeting on 1 May, unofficial, 
Cheung Yan-lung said there was suspi- 
cion in the past of the British Govern-; 
ment's intention in relation tothe Bri- 
tish Nationality Act and the Sino-Bri- 
tish negotiations. "The same suspicion: 
will arise again if there is no local par- 
ticipation in the joint liaison ıgroups | 
The result will be serious damage to, 
the confidenee which has just re- 
turned," he warned. 

Another unofficial, Rita Fan, said 
Hongkong people would ask for more 
direct participation in the JLG as the. 
government becomes more representa- 
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Hongkong people have been specifi- | 


pation later on more 
. natural,” Fan said. 

- . The British Government is aware of 
the political significance of appointing 
a Hongkong Chinese to the JLG. Not 
only would it satisfy parliament, it 
would also be seen as a token of direct 
_ Hongkong participation in overseeing 
| the affairs of the transition. Therefore 
it has nominated Eric Ho, a Hongkong 
—— Chinese who is the secretary for trade 
— and industry and holds a Hongkong 
— British passport as well as a New Zea- 
land passport. The other four members 
— are David Wilson and Tony Galswor- 
` thy from the Foreign Office in London, 
Peter Thompson from the British Em- 
bassy in Peking and the Hongkong po- 

litical adviser John Boyd. 

The Chinese have consistently ob- 
= jected to having a Hongkong Chinese 
| inthe British team for the JLG, saying 
_ dt would not be right for Chinese to 
-— Conduct diplomatic negotiations with 

Chinese. According to the Chinese 

— memorandum attached to the joint 

declaration, all Hongkong Chinese 

— compatriots, whether they hold Bri- 

| tish Dependent Territories Citizens’ 

(BDTC) passports or not, are Chinese 

nationals. This could mean that Hong- 

kong Chinese holding foreign pass- 

— ports would be regarded as foreign na- 

—  tionals. Any Hongkong participation 

| in the original negotiations was also 

- rejected by Peking as an unacceptable 
“three-legged stool." 





i tonestage, an official Chinese source 
t in Hongkong said they would not 
— Object to a Hongkong Chinese if he 
— A held a foreign passport. So there were 
| rumours that Britain was thinking of 
— — giving a full British passport to a 

Hongkong official in order to make 
him acceptable to the Chinese. But 
government sources have consistently 

М denied that, saying they wanted to in- 

| Sist that on principle a Hongkong 

- Chinese should be in the JLG regard- 
less of what passport he holds. The cur- 

_  rentobjection is that since the JLG will 
` exist until the year 2000, it will be very 
‘awkward for the British side to have a 

— "Hongkong official, since that person 

_ will become Chinese in 1997. 

Several months ago, a Hongkong 
Government source said Britain had 
- hominated John Chan, deputy secret- 
ary for general duties in the Hongkong 
— Government to the JLG, but China ob- 
Р, pe because Chan holds a BDTC 














_ passport. An Exco source now con- 

E that Chan had never been nomi- 
^ “nated to the JLG, but to the Land Com- 
—— mission, which will be set up according 
— _ to Annex III of the declaration to con- 
| Sulton land problems during the trans- 
ition. The Exco source tried to play 
{ down the disagreement, but admitted 
= there was only а 50-50 chance that 
| Ho's nomination would be approved 
by Peking. 
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Indonesia’s 1955 Bandung conference commemoration places 
Suharto on the world stage but achieves little else 


By Richard Nations in Bandung 


f the commemoration of the 30th an- 

niversary of the 1955 Bundung con- 
ference is remembered at all, it will 
probably be less for its contribution to 
the cause of non-alignment than to that 
of Indonesian President Suharto, who 
emerged from the official “Celebration 
of the Bandung Spirit” as a moderate 
Third World statesman at a moment 
when the non-aligned movement is 
preparing to select its eighth chairman 
for 1986-89. 

A 19-paragraph declaration, adopt- 
ed by unenthusiastic applause be- 
hind closed doors at the commem- 
oration, no doubt saved the three-day 
gathering from the oblivion to which 
most forecasters had assigned it. But 
the declaration captures none of the 
elan of the 1955 Bandung com- 
munique, which inspired the non- 
aligned movement — proclaimed in 
Belgrade six years later — and it was 
adopted by a procedure which many 
thought robbed it of any significance 
in might have had. 

Indonesian Foreign Minister Moch- 
tar Kusumaatmadja welcomed to Ban- 
dung delegates “from more than 80 
countries and liberation movements.” 


And while the leaders who attended | 


this new gathering might not have 
matched in brilliance the controversial 
and eccentric leaders from the 29 
countries who met here 30 years ago — 
such as Indonesia’s Sukarno, India's 
Jawaharlal Nehru, Egypt's Gamal 
Abdel Nasser and North Vietnam's 
Pham Van Dong, among others — this 
year’s group can be credibly presented 
as reflecting international recognition 
of Indonesia's seminal role in Third 
World politics, a major objective be- 
hind the event. 

But efforts to extract substance from 
the meeting, while simultaneously at- 
tempting to evoke the “Bandung 
Spirit” to suppress controversy, only 
aggravated tension beneath the sur- 
face. Of the four sections devoted to 
political issues in the Indonesian draft 
of the declaration, three condemn in 
detail “the racist regime of Pretoria” 
and “the racist brutal practices of 
Israel” in occupied Arab homelands 

But Indonesian officials had advised 
concerned Asian delegations that the 
Soviet military presence in Afghanis- 
tan and the Vietnamese military ad- 
venture in Cambodia were such divi- 
sive issues that they only were referred 
to indirectly as “conflicts in Southeast 
Asia and Southwest Asia.” 

Delegates from thé Asean countries 
— which sent five ‘of the 12 foreign 
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ministers listed in the conference “list 
of participants” — remained silent out 
of deference to Suharto. But the dis- 
turbing irony of Asean suffering a dip- 
lomatic setback on Cambodia in ап 
Asean capital was lost on no one. 
Moreover, Sri Lankan chief delegate 
Esmond Wickremasinghe, who at- 
tended the first Bandung conference, 
dismissed the declaration as a “unilat- 
eral act of the host country,” carrying 
little authority. Others agreed. “The 
spirit of Bandung was not cooperation 
for its own sake, but a frank and open 
debate on the burning issues of the 
day,” one Asian delegate commented. 
“This commemora- 
tion celebrates the 
Bandung Spirit by 


denying it,” һе 
added. 

It was left to Thai ` 
Foreign Minister 


Siddhi Savetsila to 
hint at Asean's dis- 
approval when in- 
vited to speak on be- 
half of the Asian = 
caucus in the closing - 
ceremony: “There 
can be no real peace 
so long as flagrant. 
violations of self- 
determination” con- 
tinue, he said in an 
indirect reference to. 
the Vietnamese’ oc- 
cupation of Cams | 
bodia. “Colonialism 
and racism come in 
many forms; it .is 
important to oppose 
them all." 

New Delhi's infl 
ence over the co 
memoration beg 
with Mochtar's deci- 
sion to turn again to 
the original Bandung co-sponsors in 
the so-called Colombo conference — 
India, Pakistan and Sri Lanka. Jakarta 
was soon confronted with the difficult 
decision of choosing between New 
Delhi, whose prestige as the non- 
aligned movement chairman could 
help ensure a smooth conference, and 
Islamabad, which shares with Asean 
the same stand on Cambodia and Af- 
ghanistan in opposition to India. 

"This was not an A-A [Asian-Afri- 
can] conference but an I-I (Indonesia- 
India] conference," as one member of a 
Southeast Asian delegation wryly put 
it. А 

No sooner did Mochtar circulate the 
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lamabad and 
“terrorism” by Sri Lanka, which is 
pre-occupied with Tamil insurgents 
which it says are supported from India. 
Both were unacceptable to New Delhi, 
which in turn called for an anti-foreign 
military bases clause and, according to 
a source from one co-sponsor, retained 
the upper hand in discussions on the 
draft by the implicit threat of with- 
drawing non-alignment movement ap- 
proval of the declaration. 

Pakistani Foreign Minister Sahib- 
zada Yaqub Khan snubbed the confer- 
ence by staying home, while Sri Lanka 
apparently downgraded its delegation 
at the last moment by sending a non- 
official who, nonetheless, reassured all 
that Colombo supported the confer- 
ence. India was at first wary of the 
commemorative celebration, which it 
had feared would spawn a divergent 
tendency threatening New Dehli's own 
base in the non-aligned movement. 





Nevertheless, 
nounced themselves "fully satisfied" 
with the declaration in its final form. 


Indian officials pro- 


№ Delhi and Jakarta discovered 
common ground in shared posi- 
tions on the New International Econo- 
mic Order and the New International 
Information and Communication 
Order, both endorsed in the declara- 
tion. The two countries evaded the 
Cambodia and Afghanistan issues, 
over which they disagree. 

Detailed paragraphs on southern 
Africa reflected the language crafted 
in the recent New Delhi ministerial 
meeting on Namibia, which in turn 
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power interests” — the only 
phrase from the original Bandung 10 
principles repeated in the new declara- 


tion — is seen as a compromise with | 


New Delhi's interest in an anti-base 
statement. 

Nonetheless, the Bandung declara- 
tion is a thoroughly Suharto docu- 
ment, long on development economics 
and disarmament, and vague on poli- 
tics. And the commemoration is 
thought to have been timed to shed a 
floodlight on Indonesia's New Order 
which — after 20 years in relative sec- 
lusion to concentrate on internal con- 
solidation — can now be proudly dis- 
played. 

Only until three years ago Indonesia 
was a major rice importer, but today it 
exports not only some rice but textiles, 
plywood and other non-oil related 
products which have significantly 
broadened the country's development 
base. The Timor question is fading 
from the international agenda and, 
after two decades in power, Suharto 
himself has set a standard for stability 
which must be the envy of more turbu- 
lent Third World countries represent- 
ed in Bandung. 

Jakarta-based diplomats see Ban- 
dung as just one step among several de- 
signed to ease Indonesia back into a 
more active international role. In 
January last year, Indonesia hosted a 
conference of non-aligned movement 
information ministers, viewed here in 
retrospect as a warm-up for the Ban- 
dung commemoration. The UN Food 
and Agricultural Organisation has in- 
vited Suharto to Rome in October to 
speak on behalf of the South across the 
table from French President Francois 
Mitterrand, who is to represent the 
North. Suharto is planning an East 
European tour about the same time 
and is said to be considering travelling 
to New York to address the UN Gen- 
eral Assembly. 

Moreover, Bandung may provide a 
base to launch Suharto as a credible 
compromise candidate in the not un- 
likely event that the ministerial meet- 
ing of the non-aligned movement to be 
held in September in the Angolan cap- 
ital of Luanda deadlocks over selection 
of a successor to Indian Prime Minister 
Rajiv Gandhi as the organisation's 
chairman for the next three-year term. 

Indonesian officials are quick to dis- 
avow ambitions for the prestigious 
post and point out that it is now Af- 
rica's turn to be awarded the chair- 
manship. And many observers in 
Jakarta believe that Suharto would be 
reluctant to get entangled in Third 
World disputes — a task which goes 
along with the job. Angola and Libya 
are among the most frequently men- 
tioned contenders to chair the move- 
ment after New Delhi, raising the 
spectre of the near-disastrous 1979-81 
tenure of Cuban President Fidel Cas- 
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said Nigerian Minister for External 
Affairs Ibrahim Agboola, whose clos- 
ing remarks on behalf of the African 
Conference seemed to look ahead to 
Luanda, "that Indonesia has mastered 
the art of organising a large-scale con- 
ference like this." A similar message 
seemed to be conveyed by US Presi- 
dent Ronald Reagan, the only Western 
head of government to send a message 
to Suharto on the opening day. 


Le the first Bandung gathering 30 
years ago, the focus of attention at 
the commemoration once again was on 
the Chinese delegation, this time led by 
Foreign Minister Wu Xueqian, the first 
Chinese official to visit Indonesia in 18 
years. Moreover, Wu's presence at 
Bandung gave Suharto's commemora- 
tion a certain cache which Gandhi — 
who had been invited to the conference 
in his capacity as chairman of the non- 
aligned movement — denied it by stay- 
ingaway. 

Nonetheless Wu failed to achieve the 
long sought for breakthrough with In- 
donesia on re-establishing diplomatie 
relations — broken by Jakarta after a 
failed communist coup in 1965 — even 
though his "friendly and frank" 90- 
minute talk with Mochtar established 
official contact and yielded agreement 
to set up a direct, if unofficial, trade 
link under a memorandum of under- 
standing to be signed later 

Suharto did agree to meet Wu in à 
special private session after the con- 
ferénce in the presidential palace. But 
the audience was scheduled at 9:00 
a.m. on Friday, 26 April, an hour after 
the Chinese foreign minister's sche- 
duled departure for Peking via Hong- 
kong aboard a commercial airline, à 
gesture which seemed calculated to 
oblige Wu to go the extra step. Wu 
chose to leave on schedule and, for 


“One cannot escape the impression,” 









whatever reason the long-anticipated _ 


Wu-Suharto meeting failed to mate- 
rialise, it was clear after Bandung 
that normalisation of Sino-Indonesian 
relations remained some years away. 
India probably came away from 
Bandung with more solid achieve- 
ments in its relations with Indonesia. 
Cooperation between Indian and In- 
donesian officials behind the scenes at 
Bandung provided a sign that Jakarta 
would be drawn closer to New Delhi as 
it moves outside the region and into the 
mainstream of non-aligned politics. 
And while neither country holds the 
other in any particular esteem, nor 
does either view the other as a threat. 
Cooperation on the Bandung com- 
memorative disclosed the broad areas 
of shared positions on international 
economic and disarmament issues. 
And both countries view China with a 
similar mix of envy and suspicion, and 


claim a "special relationship" with - 


Vietnam. п 
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Quick off the mark 


Sabah’s new chief minister Kitingan swears in his cabinet 
only two days after Berjaya’s attempt to grab back power 


By Suhaini Aznam in Kuala Lumpur 


A‘ the dust settled in the East Malay- 
sian state of Sabah following the 
ousting of the nine-year-old state gov- 
ernment in the 20-21 April assembly 
elections and a failed attempt to grab 
back power by the elections’ big losers, 
the winning Parti Bersatu Sabah (PBS) 
moved quickly to consolidate its power 
in the state and establish its legitimacy 
in federal government eyes. 

Newly elected Chief Minister Datuk 
Joseph Pairin Kitingan had his entire 
cabinet sworn in within two days of the 
attempted power grab by former chief 
minister Datuk Harris Salleh, presi- 
dent of toppled Parti Bersatu Rakyat 
Jelata Sabah (Berjaya), and Harris’ 
longtime political foe, Tun Mustapha 
Harun, Sabah's legendary former chief 
minister who led a revived United 
Sabah National Organisation (Usno) 
back into the political limelight. 

Four days after assuming office, 
Kitingan attended a closed-door meet- 
ing with acting Prime Minister Datuk 
Musa Hitam in Kuala Lumpur — a 
"courtesy call," during which Musa as- 
sured Kitingan that the federal gov- 
ernment would not withhold develop- 
ment funds to Sabah even though the 
state was now under opposition rule — 
a natural anxiety when any state falls 
into opposition hands. The defeated 
Berjaya is a member of Malaysia's rul- 
ing National Front coalition. 

Observers are now watching for 
reaction to the opposition's victory in 
Sabah from Prime Minister Datuk Seri 
Mahathir Mohamad, who was on a 
European trade tour during the elec- 
tion. From abroad, Mahathir con- 
gratulated Kitingan on his victory, 
while expressing his surprise at 
Sabah's rejection of development. 

Later, on his return to Kuala Lum- 
pur on 29 April, the prime minister 
jokingly said: "I tore out my hair" 
when he heard of Berjaya's defeat. 
More seriously, he said: "I was disap- 
pointed." 

Mahathir is also being closely 
watched for his actions, if any, towards 
the main actors in the failed power 
grab. Harris is reputedly close to 
Mahathir, while political insiders 
claim that Musa and Harris do not get 
along. Musa intervened to restore the 
chief ministership and government to 
Kitingan as the leader of the elected 
majority after Harris and Mustapha 
joined forces and persuaded state gov- 
ernor Tun Mohamed Adnan Robert to 





swear in Mustapha as chief minister. 
Musa's move not only avoided a crisis 
but "settled some old scores" between 
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Musa and Harris, said a National Front 
party worker. 

As a bonus, Musa emerged as the 
hero of the piece — a government 
leader willing to stand up for fair play 
even when it was the opposition that 
stood to gain. 

On Musa's handling of the crisis, 
Mahathir said: "He was the acting 
prime minister and he has my full sup- 
port, of course. He had the authority. I 
stand squarely behind him." 

For Berjaya, anxious days followed 
defeat. Some senior Berjaya leaders 
were said to have asked Harris to re- 
sign as party president, a request Harris 
apparently refused. But some party 
sources denied such a no-confidence 
move was in the works. 


S o Berjaya leaders blame Har- 
ris for the party's humiliation at the 
polls. Even opposition campaigners 
acknowledge that if Harris had re- 
signed before the polls, the opposition 
would not have made as much head- 
way as it did. "The election was an 
anti-Harris show that spread to Ber- 
jaya when other Berjaya leaders came 
out and supported Harris' actions," 
said an Usno campaigner. "There are 
many good leaders in Berjaya who lost 
because they were identified with Har- 
ris. 

Harris is still stumped by Sabah'sre- 
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|? wrong to the people of 
Ab Sabah,” he said the 
morning after his de- 
feat. 

Already, three Berjaya 
assemblymen and one 
member of the federal 
parliament have defected 
to the PBS, swelling the 
PBS’ presence to 29 
elected representatives 
and reducing opposition 
voices to 19 in the 48-seat 
state assembly. 

Meanwhile, Usno is 
painfully trying to sal- 
vage its image for its part 
in the coup attempt. Mus- 
tapha had been “tricked” 
into agreeing to the pact 
with Harris, said one of 
Mustapha's two potential 
successors, Datuk Yahya 
Lampong. Mustapha was 
apparently told that 
Musa had given his bless- 
ing to form the joint gov- 
ernment. 

Observers in Sabah, 
however, dismissed this 
explanation as simplistic. 
Mustapha was no new- 
comer to politics, they 
said. As a two-term chief 
minister, he had "eaten 
too much salt" notto have 
checked claims presented 
to him. Seasoned politi- 
cal observers also recall- 
ed Mustapha's legendary ambitions 
to rule Sabah single-handedly when 
he was chief minister in 1967- 
76. 

But not all is plain sailing for Kitin- 
gan. The chief minister's reiterated re- 
quest to Musa, this time in person, that 
the PBS join the National Front re- 
ceived a non-committal reply to “be 
patient.” An earlier written request 
was met with no response. Since entry 
into the coalition requires unanimous 
approval from all existing members, 
the PBS faces two stumbling blocks in 
this matter: Berjaya and the Malaysian 
Chinese Association (MCA), the lead- 
ing Chinese-based party in the front. 

Herein lies one of Kitingan's hand- 
icaps. The MCA objects to PBS deputy 
president Mark Koding being ap- 
pointed deputy chief minister. Koding 
is still remembered for his negative re- 
marks in the federal parliament in 
1978 about vernacular education in 
Chinese and Tamil schools — remarks 
which became an election issue despite 
his claim that Berjaya, the party to 
which he then belonged before joining 
the recently formed PBS, had prepared 
the speech for him. 

Following through on’ Berjaya's 
multi-racial platform, the PBS’ main 
challenge is to keep each of Sabah’s 30 
ethnic groups from being deprived at 
the expense of the others. п 
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Citizens caned 


Hit by a recent expulsion and desertions of members, a partner 
in the ruling coalition faces an uphill by-election 


By John McBeth in Bangkok 


hai Communications Minister 

Samak Sundaravej faces probably 
his biggest test of political popularity 
since the 1983 general election when 
his Ргасһакогп Thai (Thai Citizens) 
Party contests a 12 May by-election in 
an enlarged constituency covering 
Bangkok’s neighbouring cross-river 
metropolis of Thon Buri and western 
areas of the capital itself. 

Samak will be looking fora solid vic- 
tory to shore up his personal standing 
after a spate of defections and months 
of controversy over his alleged au- 
thoritarian handling of party affairs. 

Given the outcome of the 1983 poll, 
the by-election is expected to be a 
head-on tussle between Prachakorn 
Thai and the Democrats, two of the 
four partners in Prime Minister Prem 
Tinsulanond's ruling coalition. Samak, 
who deserted the Democrats to form 
Prachakorn Thai, scored a major upset 
in the 1979 election when his fledgel- 
ing party captured 29 of the 32 
Bangkok seats in what had been the 
stronghold of Democrat power. 

He lost ground somewhat four years 
later, regaining only 24 of the seats in 
the capital — but winning in 12 pro- 
vincial constituencies. 

This time round, Samak has already 
been criticised over a last-minute 
change of candidate. Initially, the 
party was to have fielded wealthy Aus- 
tralian-educated businessman Udom- 
sak Uchin, but it quickly switched 
horses after the Democrats announced 
the candidature of former navy com- 
mander Adm. Somboon Chuapibun in 
an electorate that contains a large 
number of navy families. 

Samak's final choice was another re- 
spected military figure: former sup- 
reme command chief of staff Gen. Pa- 
mote Thavornchan, who resigned from 
the upper house on 29 March and was 
picked as the Prachakorn Thai candi- 
date on 31 March, a day before regis- 
tration opened. 

Samak told the REVIEW that Udom- 
sak was originally chosen to run be- 
cause it was thought the Democrats 
would enter Dr Pichit Rattakul, son of 
party leader and deputy prime minis- 
ter Pichai Rattakul. As things turned 
out, Pichit lost in the executive-com- 
mittee ballot. The Prachakorn Thai 
leader insists there was no ill-feeling 
over the sudden switch and says it was 
Udomsak himself, reputedly a major 
party financier, who suggested that 
Pamote be approached. 

The by-election, called following the 
death of Prachakorn Thai MP Pliew 
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Muangsiri, is likely to be атап absorb- 
ing contest. In the 1983 election, 
Democrat candidate Chalerm Yubum- 
rung topped the poll with 44,274 votes, 


ahead of Pliew (38,437) and fellow | 
MP  Watchara 


Prachakorn Thai 
Prapapat (34,651). 

Chalerm's victory broke Prachakorn 
Thai's 1979 monopoly of the three 
Thon Buri seats in the old consti- 
tuency, but many analysts are con- 
vinced it was his down-to-earth orat- 
ory and popular following rather than 
his political affiliations that swung the 
vote. Now, two years later, the former 
police captain is very much a rebel in 
Democrat ranks. 

A bitter critic of last November's 
baht devaluation and of government 


SHOSUKE TAKEUCHI 


economic policies, he says he has only 
stayed on with the party because his 
resignation would lead to. another 
costly by-election. Worse, for the 
Democrats, he has vowed to go one step 
further by campaigning openly for the 
opposition Chart Thai party, which 
has never won a seat in Bangkok. 


Ithough the Democrats could un- 

doubtedly have done with Cha- 
lerm's support at the hustings, they are 
now pinning many of their hopes on 
Somboon attracting the navy vote 
Samak is always a figure to reckon 
with on the stump, given his much-ad- 











| mired ability to speak to audiences 


rather than at them. But analysts are 
interested to see whether he has been 
hurt by rifts within his party 

Discipline has never been a strong 
trait among Thai politicians, but in the 
six years since the birth of Prachakorn 
Thai, Samak has managed to keep the 
membership pretty much in the palm 
of his hand. That may have changed. 
Over the past few months, one politi- 
cian has been sacked, another four 
members have quit and there is an 
underlying resentment among provin- 
cial MPs over the apportioning of 
cabinet portfolios and a general lack of 
freedom within the party 

Signs that all was not quite as it 
should be with Prachakorn Thai 
emerged in early 1983 when Samak 
omitted more than half his 32 sitting 
MPs from the list of candidates for the 
April general election. As he explains 
it now: “It was the quality of the people 

their performance wasn't good.” 

Several party members quit as a result 
and critics claimed that the member- 
ship was growing tired of Samak's au- 
tocratic ways. 

Much more serious, however, was 
the expulsion of the MP from 


Nakhon Pathom, Saravuth 
Niyomsap, on 11 January 
after he had accused the com- 
munications minister of going 
back on his word by raising 


fares on Bangkok Mass Trans- 
port Authority (BMTA) buses 
— a move designed to help 
the BMTA meet Baht 1.2 bil- 
lion (US$44 million)in unpaid 
fuel bills. Samak that 
when he stated back in 1983 
that he would not increase 
the fares for six years, he 
made it clear that this depend- 
ed on the implementation of 
the much-delayed monorail 
mass-transpori system 
which has still not got off the 
ground 

The party leader denies giv- 
ing members a “him or me" 
ultimatum over the Saravuth 
issue and points to the execu- 
tive committee's almost 
unanimous vote (31-0 with 
one abstention) in taking the 
action it did. Although the ex- 
pulsion automatically lost 
him his place in parliament, Saravuth 
had the last laugh һу seoring a land- 
slide victory in the subsequent 31 
March Nakhon Pathom by-election — 
this time as a candidate in the opposi- 
tion Chart Thai camp 

Samak tried to persuade his coali- 
tion: partners not to contest the elec- 
tion, acknowledging that Saravuth 
was a shoo-in and apparently hoping 
to turn the poll into a hollow triumph 
But he says leader of the Social Action 
Party Kukrit Pramoj, a former prime 
minister, argued that the government 
should field at least one candidate to 
uphold the democratic spirit. "I had to 
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Says 


cost Йй 


gwith 
eally had no other hoi 
^5 More trouble was in s 
In early April, executive commit- 
teeman Mongkol Simarote and three 
ther members resigned, ostensibly 
sover what they saw as government- 
senate connivance in putting the 
brakes on legislation providing for 
сап elected Bangkok governor — a 
ost which Mongkol is said to covet. 
‘But there have also been reports that 
the 43-year-old politician was an- 
noyed at being passed over as a can- 
didate for the forthcoming by-elec- 
"tion. 

Оп top of these woes, Samak is also 
aving to contend with growing dissi- 
ence in other corners of the party, 
otably from outspoken Bangkok MP 
Charut Charupakorn and a group of 
mainly provincial MPs. Charut, a 
‘former deputy Bangkok governor like 
Mongkol, is also critical of delays in 
the implementation of the city bill and 
as made it publicly clear as well that 
he intends following a course indepen- 
dent of party dictates. 

-= Samak, a dissident himself when he 
was with the Democrats, is no stranger 
o the rough and tumble of Thai poli- 
ics. But if he wins in the coming by- 
election, his critics believe there is no 
real guarantee he will succeed in re- 
forging the unity of past years unless 
he submits to a measure of flexibility 
n party administration. 











































| widespread fighting deeper 





Hanoi has wiped out the key Khmer resistance bases, but 
the guerillas are increasingly active inside the country 


By Rodney Tasker in Bangkok 
hile Vietnam's spectacular mili- 
tary campaign to stamp out all 
Khmer resistance bases along the 
Thai-Cambodian border has undoubt- 
edly reaped propaganda dividends for 
Hanoi, latest reports suggest that 
inside 
Cambodia has reached a new level of 
intensity. Forced since February to 
abandon their border sanctuaries, the 
Khmer Rouge have spearheaded a re- 
sistance campaign to carry out almost 
daily attacks on Vietnamese troops, 
sabotaging lines of communication 
and hitting administrative centres. 
Vietnam's more than 160,000 occu- 
pation forces are reported to be equally 
active in trying to seek out and destroy 
Khmer guerillas wherever they can 
find them. The resulting situation, ac- 
cording to one diplomatic source, is a 
fierce war of attrition. "After talking 
to dozens of Cambodians [refugees at 
the Thai border] from almost all the 
provinces, Tam convinced that fighting 
is worse than it's ever been [since Viet- 





| 





nam's late 1978 invasion]," the source 
commented. 

The Khmer Rouge's clandestine 
radio station, Voice of Democratic 
Kampuchea, broadcasts a daily toll of 
Vietnamese soldiers allegedly killed or 
wounded by their guerillas. Most ob- 
servers take the figures with a large 
dose of salt, particularly when the 
Khmer Rouge claim to have killed 
10,000 Vietnamese troops in less than 
three months — as they did recently in 
a reference to the period between De- 
cember and mid-February. But inde- 
pendent sources tend to confirm that 
the Khmer Rouge are indeed very ac- 
tive, carrving out sabotage operations 
to within 10 km of Phnom Penh. 

One Australian international relief 
worker based in Phnom Penh gave an 
eye-witness confirmation of a Khmer 
Rouge raid on the town of Oudong, 30 
km northwest of Phnom Penh, on 26 
March, an attack which has since been 
confirmed to the REVIEW by other inde- 
pendent sources, who also say the 


nment," he meant the 
e, not the coalition Per- 








Khmer Rouge successfully ambushed a 
squad of reinforcements rushed to the 
scene. He said the Khmer Rouge's 
claim that they killed 20 Vietnamese 
troops and destroyed military posts 
and other buildings was largely accu- 
rate. The relief worker said he and his 
colleagues in Phnom Penh were now 
severely restricted in travelling by 
land outside the capital. Other sources 
confirmed that driving from Phnom 
Penh north to Kampong Chhnang, 
Kampong Cham and Kampong Thom 
had become a dangerous exercise 
because of guerilla activities and 
that the authorities often prevented 
such travel, and if they did, move- 





ment was restricted to daylight hours 

According to diplomatic and other | 
sources, an official Mongolian delega- 
tion headed by Foreign Minister Man- 
galyn Dugersuren arrived in Phnom 
Penh in March, having been told that 


| part of the visit would include a flight 


to the historic Angkor Wat temples 
But when they arrived, the party was 


| told the Angkor Wat tri ip had been can- 


celled “for their own safety." 


ther reports speak of burned-out 
trucks strewn along some of the 
main highways in Cambodia and fre- 
quent disruption of rail services be- 
cause of guerilla sabotage attacks. A 


| ferry operating on the southern es- 
tuary of the Tonle Sap, or Great Lake, 


| was reportedly destroyed by Khmer 


| Samphan claimed in a Voice of ] 


Rouge guerillas in January 


On 17 April, the 10th anniversary of 
the founding of Democratic Kam- 
puchea (when the Khmer Rouge seized 
power in Phnom Penh), Khmer Rouge 
leader and vice-president of the 
Khmer resistance coalition Khieu 


jemo- 
cratic Kampuchea that 
guerillas in Cambodia had destroyed 
strategic -supply routes and railway 
links in Tonle Sap, Battambang, Siem 
Reap, Pursat and Kampong Chhnang 
In a rare interview, with a 
correspondent from 


broadcast 


provinces 
































"E [ 







the Yugoslavian 
newsagency Tanjug 
in Bangkok on 20 
February, Samphan 
indicated the targets 
of the current cam 


^ 


Young Khmer o troops: draconian a iscipline. 





paign being waged 
by his Khmer Rouge 
fighters, a more than 
30,000-strong tore 
which is by far the 
most militarily pow- 
erful in the three- 
faction resistance 
| coalition 

In the interview 
he claimed that the 
loss of the Khmer 
Rouge's mountain- 








term of impri- 
sonment, usually 
from six weeks to 
four months, was 
determined by 
the senior mili- 
tary commander. 
After their sen- 
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their propaganda line. The dissolu- 
tion of the Khmer Communist Party 
(KCP) is almost certainly only a tactic 
— one probably borrowed from the 
Vietnamese, who did the same be- 
tween 1945 and 1951. 

Their new moderation is belied by 
the leadership: Ta Mok, one of the 
most active organisers of the purges 
during the years of Democratic Kam- 
puchea, was apparently promoted in 
the KCP hierarchy after the Vietnam- 
ese overthrew Pol Pot. He is now be- 
lieved to be deputy military com- 
mander and number three in the 
politburo, outranking both Khieu 
Samphan and former defence minis- 
ter Son Sen. Ta Mok operates along 
the Thai-Khmer border near the bor- 
der settlement of Ban Chara. Accord- 
ing to persistent reports, he lost a leg 
last year in an accident. 

The claim of moderation is also 
undermined by the description of life 
and discipline in Khmer Rouge zones 
given to a prominent Western scholar 
by a recent defector. The defector, a 
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give any indication that purges are 
still going on, though this was the 
case even after the Khmer Rouge 
were forced out of Phnom Penh in 
January 1979. But the discipline he 
described was still draconian. The 
defector detailed a number of infrac- 


tions considered to be medium of- | 


fences. 


"Donee speaking a medium 
offence means that someone is 
not yet engaged in concrete activi- 
ties,” the former cadre explained. 
“They are just thinking about some- 
thing, or talking about something 
with others." Some of the more tangi- 
ble medium offences, however, in- 
cluded listening to the radio broad- 
casts of Son Sann or Sihanouk, fail- 
ing to help transport munitions regu- 
larly to the front lines, petty trade 
with the Thais, minor theft and 
"moral offences" such as flirting. 
There are no fixed penalties for 
these offences, the defector said. A 


Khmer Rouge civilian cadre, did not 








tence was over, 
„азс 9 offenders were not allowed 
to return to their old: villages, but 
were sent to remote areas to live in 
villages largely populated by other 
former offenders 

One serious offence mentioned by 
the defector was "saying things were 
being done the way Pol Pot used to do 
them." Such a statement, the defector 
stressed, did not imply a criticism of 
Pol Pot, but a slander:ágainst him. 
Cadres consistently claimed that the 
massacres of the Pol Pot years were 
the work of Vietnamese agents; not 
Pol Pot. 3.5 

Other grave infractions included 
the discussion of one's work. with 
Thais or members of international 
organisations, unauthorised move- 
ment from one Khmer Rouge sector 
to another — people who do this 
"are said to be making chaos be- 
cause they are Yuon [Vietnamese] 
or Sereikar [members of the non- 
communist coalition factions]" — or 
trying to leave Khmer Rouge zones 
altogether. 











і. 


ous base area in western Cambodia to 


the Vietnamese had not affected the 
guerillas’ military campaign. While 
Hanoi could exploit its gains on a dip- 
lomatic level, militarily, fighting was 
now continuing “on a much more 
significant scale, and much more 
important front inside the country.” 
Khieu Samphan described the Khmer 
Rouge's three fronts in Cambodia as 
the Thai border, which was now oc- 
cupied by Vietnamese troops; the area 
surrounding Tonle Sap, a vital agricul- 
tural and fishing food-production 
area, and other parts of the country. 

Khieu Samphan claimed that the 
only way the Vietnamese would be able 
to crush the Khmer Rouge would be to 
deprive them of mobility inside the 
country by setting up an effective secu- 
rity cordon near the border. He said the 
Vietnamese had failed to do this when 
the Khmer Rouge were driven 
to the border after the fall of 
Phnom Penh in 1979, and they 
had proved incapable of doing 
so in the current dry-season of- 
fensive. 

The Khmer Rouge, accord- 
ing to Khieu Samphan, had 
two main priorities: first to at- 
tack supply lines, including 
roads, railways and rivers, and 
also to hit what he estimated to 
be 10,000 district and sub-dis- 
trict administrative offices 
which provided political, eco- 
nomic and military infrastruc- 
ture for the Vietnamese forces. 
For instance, he said, the Viet- 
namese were finding it impos- 
sible to protect the 300 km of 
railway line from Phnom Penh 
to the western Cambodian city 
of Battambang from guerilla 
assault. 


DAVID JENKINS: 


рен sources gen- 
erally agree that the Khmer 
Rouge were by no means crip- 
pled militarily by the success- 
ful Vietnamese campaign to 
deprive them of their border 
sanctuaries. According to one 
diplomatic source, a defector from 
Vietnam’s 7th Division, which took 
part in the Phnom Malai campaign, 
said that when he and his colleagues 
battled their way to Khmer Rouge 
camps in the area they found them 
totally deserted. A senior Thai mili- 
tary source said that unlike fighters 
from the Democratic Kampuchea co- 
alition’s other two factions, who 
poured over the Thai border when 
their bases were attacked by the Viet- 
namese in their latest offensive, only 
“one-fifth to one-sixth” of the Khmer 
Rouge forces in Phnom Malai crossed 
the border to escape from their enemy 
— indicating that the bulk of the 
Khmer Rouge simply melted away in 
their normal small units of no more 
than 10 men,to continue the guerilla 
campaign inside Cambodia. 

The main question now is how long 
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stockpiled sufficient arms and am- 
munition countrywide to allow them to 
fight for several months — a claim 
which is easy to believe, given the 
generous military supplies from China. 
But perhaps more crucial is the ques- 
tion of to what extent Cambodian vil- 
lagers are prepared to provide food for 
a regime under whose rule the country 
previously suffered such a barbaric 
existence. Sources close to the Khmer 
Rouge say that they are buying, rather 
than seizing, food and other supplies 
from the people. But unless the Khmer 
Rouge can ensure a high level of re- 
plenishment of supplies and, perhaps 
more important, continue to recruit 
young men to replace those killed by 


the Vietnamese, 
Hanoi's troops 
will have an un- 
doubted edge in 
any prolonged war 
of attrition. 

While the Khmer 
Rouge are bearing 
the brunt of the guerilla campaign, as 
they always have, the two non-com- 
munist coalition partners are having to 
grapple with the prospect of convert- 
ing to true guerilla ways. Both the fac- 
tion loyal to coalition president Prince 
Norodom Sihanouk, with an estimated 
7,000 fighters, and former prime 
minister Son Sann's Khmer People's 
National Liberation Front (KPNLF), 
with as many as 20,000 armed men, 
have been deprived of their border 
bases. 

Of the two, the Sihanoukists are re- 
ported to be more active in their com- 
paratively new. existence, forced on 
them by the Vietnamese. More than 
3,000 Sihanoukist guerillas are reli- 
ably estimated to be operating in the 
Cambodian interior, albeit only in the 
northern part of the country, mainly in 
Siem Reap-Oddar Meanchey province. 












number of ambushes of Vietnamese 
troops, the main Sihanoukist thrust 
appears to be to win hearts and minds 
among Cambodian villagers, perhaps 
exploiting the military successes of 
their universally hated Khmer Rouge 
colleagues. Diplomats believe that the 
Sihanouk faction seriously intends 
eventually to deploy all its fighters in- 
side Cambodia. 


he militarily stronger KPNLF, on 

the other hand, is still smarting 
from the recent loss of its showcase 
Ampil border headquarters and other 
bases. Diplomatic sources say the 
faction is having problems overcom- 
ing its border-sanctuary mentality, 
facing the prospect of a guerilla exis- 
tence away from their families — now 
living in refugee camps in Thailand. 


The KPNLF also suffers from the 
lack of a clear chain of military com- 
mand and the scarcity of staff officers 
with a working knowledge of how to 
prosecute a real guerilla war. 

Sihanouk himself, before announc- 
ing his latest resignation as president 
of the Khmer resistance coalition, was 
particularly damning of his KPNLF 
partners in an interview with a news- 
magazine from his Peking residence, in 
which he described the faction's mili- 
tary capabilities as "zero." 

For the moment, the Vietnamese ap- 
pear to be paying the price of concen- 
trating their best occupation troops in 
an effort to seal the Thai-Cambodian 
border and deprive the resistance of 
any sanctuary there. The price is 
weaker security in the Cambodian in- 
terior, a soft underbelly which the 
Khmer Rouge particularly are exploit- 
ing. The rainy season, which starts 
next month, will be a telling time both 
forthe Vietnamese in maintaining sup- 
ply lines to the border and the Khmer 
resistance who have to show that they 
can keep up the pressure inside as a 
credible, United Nations—recognised 
coalition. п 
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Report of Six-Months period. ; 
In order to bring our accounting year, int у line with фы Italian banks, our third financial report 
covers the six-months up to 31st December 1984. 


Of great significance is the fact that, after ‘having made: substantial provisions for depreciation, 
bad-debts and reserves, our net profits have further improved. 


An English version of this latest report is now available; We will be pleased to send it to you on 
request. ; : 





Our restructuring programme. 


Nuovo Banco Ambrosiano is now a better and more efficient bank. This is the result of three! key 
moves: the installation of the most modern automation systems; the centralization of staff and 
data-processing services at our new facility on the outskirts of Milan; and the concentration of our 
attention оп the most promising areas of Northern and Central Italy, by the opening of new 
branches and the relocation of existing ones. 


In consequence, our productivity is increasing at a very satisfactory pace, and we are now recog 
nized i in laly as an important factor on the banking scene. 





False assumptions, 
unavoidable collision 


or those who have long wondered 
what the world will look like after 


- disaster befalls what United States 
^ Ambassador to Tokyo Mike Mansfield 


calls his nation's most important re- 
lationship, the moment to find out may 


«not be far away. With a frightening in- 


evitability economic disputes between | 
"Japan and the US are growing into a 


major political conflict. As paradoxi- 
cal as it may sound, if the US Congress 
fails to carry out its threats of punitive 
legislation this time, the conflict will 
grow beyond control and result in 
tragedy. 

What makes conflict between Japan 
and the US inevitable is the by now 
abundantly clear fact that the two na- 
tions do not know how to cope with 
each other. The American legislature 
cannot accept the nature of the Japan- 
ese system. The Japanese side is largely 


"unaware of this threat to itself, and 


makes things worse with arguments 
which convince congressmen, busi- 
nessmen and other Americans that 


‘they are being tricked. 


Their sense that Japanese cheat 
them is due, partly, to an enormous fic- 
tion which all countries must maintain 
to make diplomacy possible. The fic- 
tion is that Japan is a sovereign state 
with central organs which can both 
recognise what is good for the nation 
and bear ultimate responsibility for 
national decision-making. 

It would, of course, be extremely dif- 
ficult for foreign governments to pro- 


^ ceed on the assumption that no Japan- 


ese government exists which can cope 
with the external world by changing 


' policies. This is nevertheless a neces- 


sary conclusion. It is crucial to distin- 
guish the Japanese case from those of 
other nations with governments that 
are besieged by special interest groups 
or cannot make up their minds because 
of inter-departmental rivalries. 
Japanese social and political order is 
maintained by à system with semi-au- 
tonomous coripónents, each endowed 
with discretioríáry powers to under- 
mine the state. These components — 
certain groups of bureaucrats, some 
political cliques, clusters of indus- 
trialists and many lesser groupings 
such asthe police, the judiciary and the 
gangsters — are involved in a continu- 
ous balancing act with one another. A 
hierarchy, or rather a complex of over- 
lapping hierarchies, is maintained, but 
it has no top. There is no supreme in- 
stitution with ultimate jurisdiction 
over the others. And thus there is no 
place where, as Harry Truman would 
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say, the buck stops. The buck keeps 
circulating 

Japan experimented with cen- 
tralised political power 14 centuries 
ago, under Prince Shotoku, whose sys- 
tem lasted only decades. When first 
confronted with the turbulent commu- 
nity of world powers, the famous lead- 
ers of the Meiji era tried it again 
roughly a century ago. But the dissipa- 
tion of political power since the begin- 
ning of this century gave competing 
military groups the opportunity to hi- 
jack the nation. 

That disastrous adventure was not 
followed by a third attempt after 1945 
to establish genuine central political 
control. Domestic conditions neither 
demanded nor encouraged it. Foreign- 
policy requirements were no longer 
felt necessary, since those activities by 
which a state is known and recognised 
externally could be carried out by 
American proxy. Not only in the area 
of national security has Japan de- 
pended on the US, but also practically 





Karel van Wolferen has lived in East 
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tem. 





in the entire field of international dip- 
lomacy. The US even provided the dip- 
lomatic shield behind which Japan 
could build its economy by mercan- 
tilistic trade practices. The actual 
mechanism and extraordinary degree 
of this Japanese dependence on the US 
are but dimly understood in Washing- 
ton. 


e majority leader Robert Dole 
wrote a few weeks ago in The Los 
Angeles Times that he does not accept 
the excuse that "the career bureau- 
crats whorun the government in Tokyo 
just listen politely and ignore the in- 
structions of their political superiors." 
He finds it difficult to imagine “a poli- 
tical system in which the elected offi- 
cials cannot get something done if it is 
sufficiently important." 

Japanese Prime Minister Yasuhiro 
Nakasone can imagine such a thing 
very well. He is a victim of it. He finds 
himself in the classic Japanese situa- 
tion in which he simultaneously re- 
ceives ritualistic criticism for not 














Tanaka: filed the vacuum. o" 





showing enough leadership with a rap 
over the knuckles by his peers in the 
ruling Liberal Democratic Party for 
interfering too much in bureaucratic 
decision-making. 

It occasionally*happens that a pow- 
erful figure surreptitiously averts a 
crisis. In 1982, a serious deterioration 
in the relations between the American 
president and the Japanese prime 
minister was halted by the eminence 
grise of Japanese politics, Nobusuke 
Kishi, who subtly blocked the re-elec- 
tion of Zenko Suzuki with whom Pre- 
sident Ronald Reagan had not been 
able to talk any sense. Nakasone was 
asked to undo the damage. He has done 
this job very well. For two years the 
"Ron-Yasu'" friendship muted the stri- 
dent voices from Washington taking 
the Japanese to task for attitudes on 
trade and defence. On the negative 
side, however, it caused a number of 
problems to be swept under the carpet, 
and created the illusion in the US that 
Japan had finally found itself a leader. 

The Reagan administration has 
clearly counted on “Yasu’s” ability to 
help “Ron” with more than a show of 
unanimity in military-strategic mat- 
ters, and say, open Japan's fast-grow- 
ing telecommunications market for 
American competition. Nakasone does 
not have such power. At the moment he 
cannot even gently prod the relevant 
officials for, with the illness of his pa- 
tron, former prime minister Kakuei 
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Tanaka, he is a prime minister on bor- 
rowed time. 

Tanaka is now probably the only 
power figure who could start the pro- 
cess leading to Japanese gestures that 
would perhaps — but only temporarily 
— extricate Reagan from his troubles 
with congress over Japan. 

This controversial politician dis- 
covered long ago the vacuum at the 
centre of the Japanese state and has 
proceeded to fill it with his own little 
shogunate. Kishi needed Tanaka to re- 
place Suzuki: with Nakasone. And 
today, Tanaka's men are the only ones 
with clout in the Ministry of Post and 
Telecommunications, the  intransi- 
gence of which has undermined 
Reagan's Japan policy. Tanaka's men 
also receive "political donations" from 
large Japanese electronic firms. There- 
fore, even if Tanaka could have done so 
from his hospital bed, it is still a ques- 
tion of whether he would have helped 
Nakasone this time. Besides, why 
should he exert himself on behalf of the 
country that gave him the Lockheed 
scandal with all the indignities it en- 
tailed for him? 


t is difficult to disagree with all 

those who have argued recently that 
punitive legislation against Japan will 
threaten the US' own interests and the 
international free trade system. But 
nothing I have read suggests that those 
commentators have given any thought 
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to what will happen next, if congress 
decides not to hit Japan on the head. 
Here, а second fiction hampers 
analysis. The US and Europe still start 
from the premise that Japan belongs 
with them in that loose category of 
“capitalist free-market” countries. 
American economists tend to defend 
Japan because they cannot believe 
that ultimately the market does not 
dictate economic priorities in that 
country. 

The reigning neo-classical school of 
economics cannot accept the theoreti- 
cal possibility of a successful economy 
in which the market mechanism is sub- 
servient. Only gradually, with the 
emergence of South Korea and 
Taiwan, which have copied the Japan- 
ese example of a bureaucratic-entre- 
preneurial partnership, is it becoming 
clear that a third category of political- 
economic system can exist, besides the 
Western and communist models. 

The variation of capitalism which 
Japan pioneered considers the market 
as one of several instruments to 
achieve predetermined goals. Freedom 
of the market is not considered a desir- 
able goal in itself. The debilitating ef- 
fects of the Soviet-type economies are 
avoided as the planners and coor- 
dinators use the entrepreneurs at the 





€ It would... be extremely 
difficult .. . to proceed on the 
assumption that no Japanese 
government exists which can 
cope with the external world by 
changing policies. This is 
nevertheless a necessary 
conclusion. 





periphery, and in new sectors, of the 
economic system as their antennae. 
Prof. Chalmers Johnson of the Univer- 
sity of California, Berkeley, who first 
isolated this category, gave it the name 
capitalist development state (CDS). 

The CDS is structurally protec- 
tionist. It has to remain so if it wants to 
continue enjoying the proven benefits 
of the third model. But, as we can now 
see, in the long run the CDS causes po- 
litical problems for itself in its rela- 
tions with other states. A modus viv- 
endi can be arranged with the headless 
system of the Japanese CDS. The “vol- 
untary" quotas on car exports demon- 
strate the possibility of informal 
agreements for an international divi- 
sion of labour between Japan and the 
West. The cartelisation of industry 
which this necessitates is nothing new 
to the Japanese system, and would 
even be preferred by some of its com- 
ponents. But for reasons of political 
principle, such a solution cannot be ac- 
cepted in Washington. 




















Explanations such as the one West 
Germany's Economic Affairs Minister 
Martin Bangemann offered when he 
berated congress for its attitude to- 
wards Japan, saying that the US can- 
not sell cars there because its roads are 
too narrow, are not only patent non- 
sense, but also no longer relevant. To 
continue the ubiquitous discussion as 
to which side is right or wrong is mean- 
ingless and harmful. It does not make 
the problem go away. From an econo- 
mic point of view it would, of course, 
make no sense if congress were to pass 
protectionist legislation. But we are 
dealing with a political problem, not 
an economic one. 


he idea which has caught on in 

Washington is that Japan does not 
perform commensurate with its wealth 
in any field and that it must be made to 
do so. Current Japanese explanations 
make congress angrier than ever. It is 
felt that the Japanese are lying when 
they blame the “overvalued dollar” for 
the bilateral trade problems. For if it 
were a matter of price competitiveness, 
why is the Japanese market not flood- 
ed with South Korean or European 
goods? Furthermore, as Nakasone con- 
tinually fails to deliver what he pro- 
mises, Washington is beginning to re- 
member that once before, in 1941, it 
was also searching for a Japanese gov- 
ernment, the core of which could not be 
located. 

The Japanese system does not realise 
the seriousness of all this hostile think- 
ing in Washington. The Japanese press 
is poorly informed and instead of try- 
ing to explore the issue, is stuck in 
the same cocoon of self-justifying 
rationalisations as the Tokyo officials. 
Ministers and trouble-shooters return 
to Japan with messages that the mood 
in the US is like one on the verge of a 
war. Yet, as no one Japanese is direetly 
responsible, no one feels the need to lie 
awake nights. The “Japan problem” in 
congress will thus worsen as billions of 
US dollars are added to the American 
trade deficit and new moral shortcom- 
ings on the Japanese part are discover- 
ed. 

The Japanese system fosters inward- 
looking attitudes and is incapable of 
selfless gestures, but it can react with 
alacrity once itis imbued with a perva- 
sive sense of crisis. At the moment, 
however, the Japanese who matter 
think that Washington is only bluffing. 
Never having experienced it, they do 
not believe in the powers of the Ameri- 
can legislature. If congress this time 
demonstrates again that Americans do 
not mean what they say, this will prob- 
ably be bad news for Japan and the 
countries that belong to the free mar- 
ket system. Because when the US fi- 
nally reacts against Japan, that reac- 
tion can only be more drastic. ü 
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Frightening foretaste | 


Riots in Gujarat were the result of years of political opportunism 
— which could reap a similar whirlwind elsewhere 


By Mohan Ram in New Delhi 
шк opportunism has escalated 

social tensions in the western In- 
dian state of Gujarat, pushing it to the 
brink of a caste war which might have 
its echo in other states. A violent turn 
on 22 April to the 12-week-old agita- 
tion revealed just how threadbare the 
fabric of government has worn. 

The conflict originated in the system 
of admissions to educational institu- 
tions. Competition for admission, 
especially to engineering and medical 
colleges, is fierce because there are few 
seats and to qualify for a lucrative pro- 
fession means a lot where unemploy- 
ment among the educated is high. 
India's constitution reserves seats in 
legislatures and in parliament, and 
jobs in its services, for those formerly 
known as “Untouchables,” now refer- 
red to as scheduled castes, and for the 
hill- and forest-dwellers known as the 
scheduled tribes. In addition, the state 
governments reserve educational op- 
portunities and jobs for what are 
known as the backward castes. (Back- 
wardness relates to one's caste origin 
and has little to do with current econo- 
mic status.) 

The caste factor has always been 
crucial in India's politics, and the Con- 
gress party, which has won every na- 
tional election except that of 1977, has 
had a vested interest in caste stratifi- 
cation and religious divisions. It has 
relied on an intricate coalition of 
castes, religious groups and interests 
to win elections and has shown little 
concern for the larger implications of 
such divisive politics. Now this policy 
has begun to rebound on it. 

Until 1981, Gujarat had reserved 
21% of admissions for the scheduled 
castes and scheduled tribes, and 
another 10% for the backward castes, 
and the unutilised quota each year was 
carried over to the next year. Student 
sections affected by this policy, being 
denied admission to engineering and 
medical colleges because of a discrimi- 
nation in favour of less-accomplished 
applicants purely on grounds of caste, 
launched an agitation against the 
carry-over system, which Gujarat 
Chief Minister Madhavsinh Solanki 
was forced to scrap. 

Yet, on the eve of the elections to the 
state legislature in February, Solanki 
— who belongs to Prime Minister Rajiv 
Gandhi's Congress party — announced 


that, if voted back into office, his gov-: 


ernment would raise the reservation 
for backward castes by 18?5. This was 
clearly a political gimmick to win votes 
from the backward castes, who consti- 
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tute a substantial part of the electo- 
rate. There were rumblings of protest 
when this promise was made, but after 
a massive win at the polls, Solanki's 
government confirmed its intention of 
raising the reservation, thus inviting a 
backlash from the *forward" castes, 
who constitute only about 30% of the 
population and who felt they were vic- 
tims of reverse discrimination. 

The agitation launched on 18 March 














was to end all reservations or at least to 
keep them down to an overall 30% as 
against the proposed 49% aggregate — 
and for even such a reduced reserva- 
tion to be based on a means test. 
Sporadic clashes ensued. 


i: Ahmedabad, the state capital, 
what began as a caste conflict de- 
veloped into Hindu-Muslim riots, al- 
legedly inspired by police provocation. 
(Muslims do not benefit from the reser- 
vation system.) A reign of terror is said 
to have been launched by the police 
under the pretext of containing the 
disturbances, and it was finally felt 
necessary to ban the entry of some 
senior officers into sensitive areas of 
the city. 

Solanki gave in and announced that 
the status quo would be maintained in 
the system of reservations. He also 
freed the anti-reservation student 
leaders from preventive detention. But 
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the conflict co 
stood to benefit 
servation quota kept up the pressure 
on Solanki through continued agita- 
tion, making it difficult for the anti-re- 
servationists to call off their own cam- 
paign. 

The situation went out of control on 
22 April following the killing of a head 
constable by rioters in Ahmedabad, re- 
sulting in the police openly taking sides 
and rising in revolt. They indulged in 
wanton rioting even as caste clashes 
continued and mobs went on the ram- 
page. Newspaper offices and reporters 
were special targets. With the virtual 
failure of civil authority, the army — 
which had been used a couple of times 
earlier to quell the agitation — had 
to be called out to keep the peace in 
Ahmedabad. But the rioting continued 
and, on 27 April, indefinite curfews 
were ordered in 
Baroda, Surat 
and Anand. 

The anti-re- 
servationists in 
Gujarat contend 
that the politi- 
cians have little 
real concern for 
the backward 
castes, but were 
simply vote- 
catching. It is an 
accusation that 
could be made in 
other states, 
especially Mad- 
hya Pradesh and 
Bihar, where a 
similar situation 
exists and a simi- 
lar conflict might 
therefore be ex- 
pected. Equally 
serious is the al- 
legation that in 
the country as 
a whole, politi- 
cians have tried 
to use the police 
for partisan ends, resulting in wide- 
spread demoralisation of the force. 

As The Times of India pointed out, as 
politics became criminalised, so the 
police have also become criminalised: 
gangsters now buy influence in the 
police force just as they had bought it 
among politicians. Gujarat perhaps 
provides a frightening foretaste of 
what the country might be facing. With 
the failure of political leadership and 
the collapse of civil administration in 
the state, the army had to be called in 
— and this caused little concern even 
among the opposition parties. It is 
being increasingly accepted that the 
army is the only force that can be relied 
upon to act impartially. The army was 
deployed in aid of civil authority on 
476 occasions between 1951 and 1970. 
But during the past 10 years, it has 
been called out 376 times — an omin- 
ous trend which will be difficult to re- 
verse. п 
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Are your processing units 
using vast amounts of energy to do 
what significantly less could 
accomplish? 

This is the typical situation 
in most refineries and chemical 
plants today. Most of the process- 
ing industry was designed years 
ago, when energy costs were low. 
Design and equipment decisions 
that were economical then would 
not be cost-efficient today. 

That’s why we have the 
Foster Wheeler Energy Conserva- 
tion Group. Its sole purpose: to 
use our process knowledge to 
identify and attack sources of en- 
ergy waste in existing refineries 
and chemical plants. 

A Foster Wheeler energy 


audit/ process survey will examine 


your operation for the fifteen 
major causes of needless energy 
loss, to help you drastically reduce 
your energy costs. 

Not only will we discover 
what the problems are, but we can 
handle every phase of the work 
essential to correcting them. 

For one customer, we de- 
signed a new heat recovery system 
that eliminated the need for an ex- 
isting 20 million-Btu fired heater. 
For another, we optimized a crude 
preheat train to save $3 million 
in fuel the first year alone. 

Foster Wheeler has been in- 
volved in energy conservation de- 
sign work for major corporations 
around the world. Tackling the 


job every step of the w 
tial energy audits 
evaluations through d 
and constructio: 
Want to know m 
for our brochur É 
servation. When it con 
the job with the oj 
ture of energy, we'll 
strike just the ri; 


Foster Wheeler 
Hong Kong Ocean ( 


Tel: 3-721-1711 Tix 
Singapore — Shaw í 
Tel: 733-5216 TIx: RS 


FOSTER (Т) WHEELER 


Sure, it does the job. 
But is it energy efficient? 





V T j ~ hen it comes to cellular mobile telephone 


VY 
With systems that are suppose ad to be the latest 


networks, everybody wants to get into the act. 


thing in communications technology. But making 


high-flow claims about a cellular network is one thing. 


Backing up those claims is something else again. 

Nokia’s mobile telephone ‹ опсер! is called Mobira. 
We supply evervthing from mobile tele phone s to com- 
plete cellular networks, including base stations and 
exchanges. 


We can back up our claims with the best reference 


installation of all. Mobira helped develop the fully 
automatic Nordic Mobile Telephone System. now in 
use throughout Scandinavia. NMT is the most 


advanced cellular radio-telephone system in the 
world. and Mobira is the Scandinavian market leader 
1983. 

Mobira can be delivered to meet any standard for 


since 
cellular networks. These light-weight mobile tele- 
phones are ahead of the competition everywhere. 
From Malaysia to the US. Austria and the UK. 

And Mobira equipment is already being delivere 
for the new 900 MHz band. 

Like all Nokia communications equipment. 
Mobira systems are truly compatible. No matter what 
type of telecommunications network you have today. 
its compatible with Mobira! 

Mobira is based on the Nokia concept of controlled 


Hello? 





growth. Start with the system you need today, and 
expand it as conditions c hange. The system grows to 
fit your needs— not vice versa. 

WHO IS NOKIA? 
We're a Fortune 200 company and one of the leading 
industrial groups in Scandinavia. Nokia e mploys 
30.000 people worldwide and has an annual turn- 
over of USD 1.7 billion. 

Our state-of-the-art expertise ranges from infor- 
mation systems and dedicated networks to publie 
and mobile te lephone systems. 

We pioneere d digital transinission in the late 
1960's, and in 1982 we installed the first fully digital 
local exchange in Europe. 

" 


Our customers have specifie problems that 
demand specific solutions. Like the systems we've 
designed over the past two decades in more than 35 
countries, including Hong Kong. Singapore, Indonesia 
and the People's Republic of China. 

So if telecommunications is one of your top 
priorities, give us a call. We've vot the answer 


essage through. 





FOUR REASONS WHY 
SORD IS THE FASTEST GROWING 
COMPUTER COMPANY 


IN JAPAN. 


1 M68. 8-bit/16-bit desktop system. 


Offers multiple operating systems and a CPU design which 


enables it to run both 16-bit and 8-bit software, including 
RM COBOL, BASIC, and all CP/M-based programs. Also 
supports Word Processor Il and PIPS, SORD's unique 
Pan Information Processing System, which integrates 
spreadsheet, data base, graphics, text processing and 
programming functions into one system 








2 M343SX. 16-bit multi-user system. 


Features multiple operating systems (including multi-user 
Concurrent DOS 3.1 and MS-DOS™ version 2.0), IBM 
terminal emulation and full language support (FORTRAN, 
LEVEL-II COBOL™, MBASIC, PASCAL, С, and 
Assembler). Also features PIPS 





2 "CAD-BRAIN"'. Turnkey CAD Package. 


Low:-cost/ high-powered hardware/software package that 
brings computer aided design within the financial reach 
of the independent designer. Also suitable, of course, for 
large firms. Features high-resolution 1024 x 780 dot color 
monitor, a complete range of built-in design elements 
("primitives"), and full graphics features 





4 IS-11C. Portable Business Computer. 


Lightweight, book-size system featuring 80 char x 25 line 
flip-up LCD screen, bit-mapped multi-window graphics, 
built-in high-speed microcassette drive, full-function word 
processor, built-in modem with automatic dialling 

















Supports PIPS 
Japan's fastest growing computer company. 
SORD COMPUTER CORPORATION Kvobashi K-1 Bldg.. 7-12 Yaesu 2-chome. Chuo-ku, Tokyo 104 Japan. Phone: (04) 281-8111 Telex: 2522745 SORD J 


Fax: (03) 281-7729 (GII/GIH) WING GROUP CO., LTD. Kowloon, Hong Kong. Phone: (5) 441441 UNIDATA SDN. BHD. Kuala Lumpur, Malaysia. Phone: 940666 


UNIDATA PTE LTD. Singapore. Phone 
MS 


пет DOS ıs а registered trademark o! Digtal Research (potato 


2953241 BUSINESS COMPUTER SYSTEMS INC. Metro Manila. Phone: (2) 8176541 


s a regstered tradema 


В a regstered trademark of Micro Focus Corpora 


PHILIPPINE PLAZA 


THE AFFORDABLE MEETING PACKAGE 


THE $43 
MEETING 


Once again, Westin Hotels’ Philippine Plaza, 
Manila’s most preferred hotel, brings you a 
special meeting package. 

From March 1 to September 30, 1985, Manila’s 
only seaside resort offers a special package rati 
for live-in conferences with a minimum of 1; 
rooms booked. This includes: 
































* A special group rate of US$43* per night, 
single or double occupancy. 

* One complimentary suite for the first 12 rooms 
used, one additional complimentary suite 
for every 50 rooms thereafter. 

* Welcome Rhum Tray in each room. 

* Complimentary use of conference room, some 
audio-visual and other meeting equipment 

* Package price of US$15.50 (inclusive of tax 
and service charge) per person per day for 
American breakfast, morning snack, lunch 
afternoon snack. 

* Plus other special amenities. 


*Subject to 13.5% government tax and 10% service char 





WESTIN HOTELS 


Philippine Ploza 


Manila's only seaside resort. 










Contact Philippine Plaza or the Westin Hor 


in your city or telex 40443 FILPLAZA 





It’s the next best thing toy: 
own private plan 
private plane. 
When you're on a hectic business schedule, the last thing you need is a hectic flight. 
But you do need convenient flights and plenty of them. 
So, while we can't quite promise the flexibility of having your own aircraft, 
we can promise the most convenient schedules in the Far East and more flights S 
to and from Hong Kong than any other airline. E Ue, 72 
We can also promise a relaxing journey and, Ж 
what’s even more important, a relaxed arrival. 


CATHAY PACIFIC 


The Swire Group P4 AEN 











e AS reported elsewhere in this 
issue, Hongkong is experiencing 
some hiccups in the otherwise smooth 
process towards the implementation 
of the Sino-British agreement on its 
future. Hongkong wants a local rep- 
resentative, armed with a Hongkong 
British passport, to be on the Joint 
Liaison Group (JLG) which will ob- 
serve, consult and, it is hoped, pro- 
vide a framework for China to 
A about what makes the place 
tick. 

Peking is resisting, sticking to the 
view that the liaison must take place 
between Britain and China and that 
the introduction of the Hongkong 
representative will create the un- 
wanted three-legged stool, The gov- 
ernor of Hongkong rushed off to Lon- 
don to seek support from La Thatcher 
and the issue threatens to become a 
major stumbling block, with both 
sides adopting that depressing at- 
titude that "principle is involved. " 

Personally, I am not all that ex- 
cited, believing that there is much 
room for compromise — however 
transparently hypocritical the man- 
oeuvre adopted to reach a solution (a 
change of nationality by one delegate 
perhaps?). China is still leaning over 
backwards to demonstrate goodwill 
and accelerate the reburgeoning of 
Hongkong confidence. 

A toughly representative Hong- 
kong contingent (between 15 and 20, 
including a minimal number of “left- 
ists") will be on the 45-strong com- 
mittee which will draft China's basic 
law covering Hongkong, and a senior 
Hongkong Chinese, John Chan, will 
be on the commission monitoring 
land sales (which will have actual 
watchdog powers, which the JLG 
will lack). 

* WHATEVER Thatcher's response 
to Hongkong's worries, both London 
and Peking are evidently giving very 
high priority to the improvement of 
relations. Apart from a forthcoming 
visit by Chinese Premier Zhao Ziyang 
to London, Thatcher — I hear — has 
invited Chinese Communist Party 
General Secretary Hu Yaobang, who 
is fresh from his trip to Australasia, 
to visit London next April or May, in 
a letter replete with seductive 
phrases about the delights of 
springtime in London (as for the wea- 
ther, Hu would be well advised to 
delay the trip until Wimbledon 
fortnight in June, when the sun usu- 
ally shines). Meanwhile, negotiations 
about Queen Elizabeth's visit are 
progressing (my sources tell me) ang 
she is now due to go to Peking in la 
1986 (October: would be а 
month, weather-wise). 

e THE Chines 
British don't 





the issue now, 
) ^ 8 


good. 


čare hinting that if the cc 
ip | . Mountbatten's reputation and his 


1988 when the JLG is due to set up 
shop in Hongkong itself, they could 
well be much more willing to accept a 
Hongkong belonger; that it is impor- 
lant to get matters going in a good 
cooperative atmosphere, and that 
there are certain unidentified ele- 
ments in Peking who remain basi- 
cally unconvinced by the *one coun- 
try, two systems" formula which pro- 
vided the basis for the Hongkong 
agreement, whose worst suspicions 
would be confirmed if the British 
hang tough. This sounds like a “line,” 
but could well be true. 


* THE obsession of the daily prints | 


— not only in Britain, but elsewhere 
— with the British royal family has 
always puzzled me, though I suppose 
the simple answer is that it sells 
newspapers. The latest episode, in 
which a London tabloid dredged up 
the fact that Princess Michaelof Kent 
had a father who played a ceremonial 
role in the Nazi SS, was particularly 
unilluminating. As it happens, my 
late father was an eminently respect- 
ablecitizen, but had hebeen a Nazi or 
a rogue I really don't see how I could 
have been held in some way responsi- 
ble, just as I hope my children are 
judged on their own merits. 

When the well-documented Nazi 

sympathies of the late Duke of 
Windsor became apparent, Bucking- 
ham Palace packed him off to a cere- 
monial role as governor of Bahamas 
during the war, where he could do 
minimum harm, and held him and his 
wife, Mrs Simpson, carefully at arm's 
length thereafter. 
* IN the midst of the Kent affair, a 
Buckingham Palace aide squashed 
any speculation that the queen might 
intend to abdicate to make way for 
her son. Many people do feel that, 
after 33 years on the throne and hav- 
ing just celebrated her 59th birthday, 
sheshouldstep asidein favourof Prince 
Charles who, at 36, might have to 
wait almost.as long as Japan's Crown 
Prince Akihito, who is 52 and whose 
father-has been on the throne of 
Japan for 60 years, some glorious, 
some not. 

One of the main recurrent tasks of 
the British royal family over the past 
three-and-a-half decades has been to 
attend ceremonies at which the 
Union flag is pulled down and, as a 
military band beats yet another re- 
treat, a former dependency emerges 
into independence. Not all these 
duties have been ceremonial: the re- 
cent publication of the "authorised" 
biography of Lord Mountbatten 
brings a vivid reminder of the vital 
role he played as viceroy of India in 
bringing independence to the Sub- 
continent. 









affectionate family links with the 
royal family survived that challeng- 
ing post despite his insistence on an 
accelerated transfer of power, his ac- 
ceptance of the questionable neces- 
sity to sacrifice the unity which the 
British had brought to India with an 
attempt to separate the peoples on re- 
ligious lines, and despite the large re- 
sponsibility he must accept for the 
subsequent massacres 

In view of this precedent and of the 
obvious necessity to find Prince 
Charles a responsible and meaning- 
ful job to do, and as the empire is dis- 
membered апа _ governor-general- 
ships are merely ‚ceremonial, why 
should not Charles be appointed as 
the last foreign-devil Governor of 
Hongkong? 

.This suggestion was made in jest by 
Richard Hughes in the columns of the 
REVIEW as far back as 1981. But it 
could be taken more seriously. My - 
guess is that Peking (which, like many 
a Marxist state, dearly loves a Lord) 
would smile on such a prestigious ap- 
pointment, reading it as an expres- 
sion of the importance Britain places 
on Hongkong's prosperous survival 
and on Sino-British relations. 

The post, which is virtually apoliti- 

cal, would provide Charles with a 
challenging and meaningful job and 
excellent training for his future 
kingly duties. Ironically enough, 
Hongkong would provide a more na- 
tural environment for his family, in- 
cluding the delicious Di, than do Bri- 
tain's palaces. And confidence in 
Hongkong would undoubtedly blos- 
som. The more I think about it, the 
more I like the idea. 
e THE beautiful Chinese city of 
Hangzhou is running а clean-up.cam- 
paign and Lucas Schwarzacher re- 
cently photographed two street 
notices, couched in very Confucian 
terms, exhorting citizens to behave 
properly on the shores of the famous 
West Lake: 
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chard Nations in Manila 
In the tidy suburban heart of Subic Bay 
naval base in the Philippines, there is an in- 
tersection where Dewey Avenue meets Bur- 
| gos Street. Commander George Dewey was 
1 the American who defeated the Spanish in 
the battle of Manila in 1898 and won Subic 
Bay, a deep-water harbour carved out of 
IN ASIA volcanic ash and cradled in a natural defen- 
sive ring of rugged mountains — an empire- 
: builder’ s dream which launched the United States on its er- 
-yatic career as a Pacific naval power. Burgos Street, on the 
other hand, is named after Jose Burgos, a charismatic priest 
whose martyrdom in the Philippine revolution against the 
Spanish colonialists put his name on the list of national 





` Those with a taste for symbolism should end the standard 
base tour at the corner of Burgos and Dewey, for Washing- 

"є strategic interests are once again on a collision course 
ith Filipino nationalism. The lease on Subic Bay naval 
se e and aan. Air Base - ~~ massive extraterr itorial en- 


ssue i in me nationalist politics of the Philippines 





e e huge installations at Subic Bay and Clark are a continuing 

































of Luzon, not far from Manila — expires in 1991, and while 
Washington has managed to navigate the cross-currents of 
Philippine polities with piecemeal negotiated concessions 
for more than 50 years, this may no longer be possible. 

The next round of base negotiations will probably coin- 
cide with early years of the era after President Ferdinand 
Marcos, and while transitions alone are chaotic enough, 
this one is likely to be marked by a growing trend towards 
neutralism. Nationalism is likely to be a dominant theme; 
with the possibility of greater influence from the Left, 
specifically the Communist Party of the Philippines. 

Meanwhile, Washington is transfixed by the steady 
transformation of Vietnam's Cam Ranh Bay into a forward 
base of the Soviet Pacific Fleet. And while the collapse of 
the Anzus defence pact linking Australia, New Zealand 
and the US has demonstrated how fragile are the political 
foundations of the US forward-base strategy in the Pacific, 
the sharpening naval competition with Moscow is likely to 
encourage Washington to tighten its grip over Subic and 
Clark, now seen as all the more indispensable to the 7th 
Fleet's two-ocean mission. п 





Laurel objected specifically to the 
bases plank. He wants the issue put 
first to a national plebiscite. 

This tactic rests on the widely held 
assumption that the US bases — how- 
ever controversial in national polities 
— still have support among the major- 
ity of the people. “A referendum on the 


' 26 December rob, 12 prominent 

f Philippine opposition leaders sign- 
d the "Convenors' declaration" pro- 
laiming that “foreign bases on Philip- 
e territory must be removed and no 



















allowed." Although the more mod- 
rate opposition refused té endorse the 
ocument, it was the first time a formal 
attack on United States bases had re- 
eived support from opposition leaders 





or Left-leaning gr Oups. 
еба was soon visible through 
1 this anti- base platform, 
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‚ of the anti-bases plank. was іо ensure. |. 


continued participation in the Con- 
venors Group by the so-called “Left- 
nationalists," represented by Lorenzo 
Tanada and Jose Diokno. 

However, the declaration shifted the 
split in the moderate ranks to the 
Right. Of the two prominent rightwing 
opposition leaders, Liberal Party pre- 
sident Eva Estrada Kalaw and Salva- 
dore Laurel, president of the United 
Nationalist Democratic Organisation, 
who refused to sign the declaration, 
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bases would bea voteon America," one 
opposition figure commented, "and 
there is still a lot of pro-American feel- 
ing in the country.” 

The fact that neither Diokno nor 
Tanada has seized the referendum pro- 
posal was read as a sign that they 
realise public antagonism towards the 
bases remains limited, at least for the 
moment. Indeed, while demonstra- 
tions in front of the US Embassy in 
Manila are frequent, they are generally 


small and less intense than those dur- 
ing the heyday of student activism in 
the early 1970s. 

One of the largest anti-base demon- 
strations in recent years was in 1979, 
but President Ferdinand Marcos’ own 
hand was seen behind the estimated 
8,000 protesters (the president's 
daughter Imee was a key organiser) to 
gain leverage over Washington in the 
1979 base negotiations. 

While one recent demonstration 
drew close to 10,000 participants, the 
vast majority of “multi-sectoral” anti- 
base demonstrations sponsored by 
such Left-nationalist organisations as 
Tanada’s Committee for the Coordina- 
tion of Democracy have rarely ex- 
ceeded a few hundred. “The bases are 
not yet a mass issue, much less one that 
politicians can run and win elections 
on,” a foreign diplomat commented. 


he bases have traditionally been the 

preoccupation of elite politicians 
since Manuel Quezon emerged as the 
first Philippine president in 1935 by 
leading an anti-base lobby. Quezon 
oytmanoeuvred his rivals Sergio 
Osmena and Manuel Roxas by de- 
nouncing them for negotiating an in- 
dependence accord which allowed 
Washington to retain unrestricted use 
of its “military reservations” after the 
Philippines regained its sovereignty. 

But no sooner had he used the bases 
to discredit Osmena and Roxas than 
Quezon himself rushed to Washington 
and struck a bargain which allowed 
the, US to retain unhampered use of 
Subic in exchange for agreement to 
allow some minor army camps to re- 
vert as tokens. 

This deal set the pattern for Subic's 
role in Philippine national polities for 
the next 50 years. Quezon discovered 
in Subic the cheapest source of politi- 
cal capital available to a Filipino 
politician aspiring to national leader- 
ship. Once in power however, he 
compromised with Washington, set- 


Cubi also has on station a squadron of 
P3 Orion anti-submarine aircraft 
which patrol the sealanes in the In- 
dian Ocean. 

Forty-three miles from Subic’ = 
and, in Washington's view, no' less 
critical.as.a logistic hub, linking the 
"th Fleet's two-ocean mission —-.is 
Clark Airbase, home of the US. 13th 
Air Force. Clark is the largest aerial 
port in the western Pacific, capable of 
handling 12,000 air-traffic , move- 
ments,à-month. 
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from the sailors 
“liberty” to engine 
repair 

The fact that the 
most controversial 
issue surrounding 
Subic has been juris- 
diction - rather 
than nuclear wea- 


pons or base opera- 
tions —is asymptom 
that the underlying 
concern has less to 
do with the “rational 
questions" of na- 
tional security than 
the deeper emotional 





| ting the precedent for the subsequent 


42 rounds of base negotiations and five 
separate accords which have allowed 
the US to insulate its military interests 
from the. vagaries of Manila power 
politics. 

The Quezon episode also sheds light 
on the unique role the US bases play in 
the rise of Filipino nationalism, so un- 
like that. of other countries playing 
host to US forward bases, since they 
represent vestiges of American im- 
perialism and serve to unify Filipinos 
against foreign powers. 

Nothing symbolised so starkly the 
collision, of “cultures behind the 
modern Filipino identity than the 
stark juxtaposition of Subic’s per- 
fect slice of Southern California 
and the impoverished shambles 
of its “native” city, Olongapo, 
which services the fleet's needs 












ring p ET caf. move up to 
3,500 fons оѓ cargo daily. © 
Associated with the two bases is a 
communications complex which pro- 
vides, greater, command and control 
capable, than. anywhere in the 
western Pacific. |... | 
Clark has satellite ганаа which 
are part-of a three-way, rommunica- | 
tions тео ánvolvi similar 
facilities in Japan and South, Korea 
and ; providing, pamong., other 
facilities, за, major. ci ications 
centre "n the, US Strategic 
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insecurity of the 
Philippine national identity. 

Marcos himself has played the bases 
on both sides during his 16 years in 
power. After sending a contingent of 
Filipino servicemen to Vietnam as the 
price of the warm reception given him 
in Washington by then president Lyn- 
don Johnson in 1966, Marcos — stung 
by attacks from domestic crities 
turned on Washington and pressed for 
new base negotiations to restore his 
nationalist credentials 

These talks were dragged out for 
more than a decade, and when finally 
they culminated in the 1979 amend- 
ment negotiated with the administra- 
tion of then president Jimmy Carter, 
some observers already saw an end to 
the 50-year era of 


concessions. For a 
start, the Carter 
compromise cut so 
much fat off the 
1947 renegotiation 
as to seriously re- 
duce the room for 
manoeuvre in fu- 
ture negotiations 


between Washing- 
ton and the post- 
Marcos leadership. 

The 1979 amend- 
ment, for instance, 






















analyse data from 
early-warning 
satellites to de- 
tect enemy mis- 
sile launches. 

Wallace Air 
Station, which is 
controlled by Clark, provides tactical 
communications for Pacific air force 
units, reserved circuits for defence 
and intelligence functions and a US 
Navy high-frequency direction-find- 
ing service for anti-submarine and 
ocean-surveillance operations 
throughout the region. 

The communications network at 
San Miguel Naval Communications 
Station, controlled by Subic, per- 
forms similar functions for the navy, 
particularly linking up naval ships in 
the Indian and Pacific oceans. 

— RICHARD NATIONS 
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size of Singapore — of 
while Subic's origin 






+ 





But the Carter amendment also at- 
tempted to balance the essentially ir- 
reconcilable conflict between — in the 
language of the document — “full re- 
spect for Filipino sovereignty” and 
“unimpeded operational control” by 
the US military of the inner perimeter 
of the US facility. In practice this 
means a Filipino base commander ap- 
pointed with nominal authority, for 
the first time, over the entire base area. 
In practice the Philippine commander 


has no real authority within the US 


imeter. 

US critics, however, charge that by 
granting Manila sovereignty over the 
ases, even if only in principle, Carter 
opened the way for demands to move 
from symbols to substances. As far as 
the Americans are concerned, there is 
little else to. give away. "We're now 
right down to the bone,” commented 
one US Navy officer, “for the US com- 
plete control within the facility is sac- 

rosanct." : . PK 


P. S ome observers believe that the new 


generation of politicians who rose 
to prominence after the assassination 
of Benigno Aquino are following the 


- trend towards neutralism. Indonesia's 


pro-Western but unallied posture is 
1 eal to them. Anti-base poli- 
tics aré.no longer driven by Quezon- 
era  constitutionalism but by the 
nationalism of the Left, which has only 

in to. influence national politics 
since the Aquino assassination. 

Filipino: Poramupists dave, Не to 
gain from compromise, with Washing- 
ton; and: Abit gives. the’ Communist 
Party of the Philippines leverage on 
the issue, unknown to the anti-base 
nationalists of the. past, to drive a 
wedge between Washington and any 
broad-based opposition. , . 

This poses an acute dilemma for the 
moderates who want to capitalise on 
the bases issue to dislodge Marcos, but 
do not want to be put in the invidious 
position once in office of, having to 
choose between their own power and 


` expelling US ‘forces. undér ‘pressure 


from the-Left. This dilemma is re- 
flected directly in the ambiguity of the 
Convenors' declaration. 19 


лет. 









“у 
lien 











in most regionalcapitals. Japan, Asean 
and China have all let it be understood 
that they consider the US bases in the 
Philippines to be playing a positive 
role in the regional balance of power. 
And to the extent any post-Marcos 
regime tries to fashion a foreign policy 


on regional fri wm 0 it, could dis- 
cover 1 i 


land area was 















An increasing Soviet presence in Vietnam convinces US planners : 


that their naval base in the Philippines is essential 


While anti-base senti- 
ments are moving into 
mainstream of 
Philippine politics, 
other trends in the re- 
gion have only con- 
firmed | Washington's 
determination to 
strengthen its grip on 
the Subic Bay naval base and Clark Air 
Base. Over the past year, the Soviets 
have deployed strike Badgers to Cam 
Ranh Bay, Vietnam — two hours flying 
time from the Philippines — giving the 
Soviets for the first time the capability 
of launching non-rocket. air attacks 
not only on Subic Bay, but on Singa- 
pore and the Malacca, Lombok and 
Sunda straits as well. 

US military analysts say that late in 
1984 seven additional Tul6 Badgers 
arrived in Cam Ranh Bay with a “com- 
plete strike package" including elec- 
tronic jammers, a squadron of MiG23 
Flogger fighters for Li 
air defence and 
mid-air refuelling 
aircraft to extend 
their range, 

“The South China 
Sea is now like the 
Mediterranean,” 
commented the 
captain of а US 
navy anti-sub- 
marine warfare fri- _. 
gate which. regu- . 
larly operates in 
Southeast Asian 
waters. “Both sides 
are now concentrat- 
ing on control of a 
closed sea which 
commands access to 
the oceans that flank it." Moscow's 
build-up in Cam Ranh Bay has only in- 
creased Subic's strategy value for 
Washington. "Subic is now all the 
more indispensable because we sit 
across the waters from’ Cam Ranh 
Bay,” Reai-Adm' Louis Chatham, 
commander of the 7th Fleet Battle 
Foree; told the Review: “То move out 
of Subic: would: abdicate the South 
China Sea to ће Soviets.” 

Subie’s, importance has. steadily 
grown, as the, Indian Ocean has come 
increasingly to, dominate. US strategic 
calculations after the British Labour 
government's, decision: in, the mid- 
1960s to withdraw from east of Suez. 
Subic was first thrust into its present 
Middle East role during the 1973 Arab- 
Israeli war when Portugal refused to 
allow its facilities at the Azores islands 


i used by US.C5 aircraft resupply- 
i ; gon planners quickly 
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"backdoor strategy" to airlift supplies 
from Clark through Diego Garcia in 
the Indian Ocean to Israel or any other 
location in the Middle East. 

The turmoil in the Middle East dur- 
ing the 1970s brought to Washington's 
attention the importance of retaining a 
politically reliable government in 
Manila. The Philippines offered the US 
not only the military facilities but — 
more importantly — a government 
more willing to put at risk its relations 
with oil rich Arab countries than were 
many of the US' European allies. 

The 1980 “Carter doctrine," declar- 
ing defence of the Gulf a “vital na- 
tional interest," formalised the Pacific 
Fleet's Indian Ocean mission, stretch- 
ing its area of responsibility over 
nearly half the surface of the globe 
from the US West Coast to Africa. 
Subic lies virtually in the geographical 
centre of this 100 million-sq. mile area; 
and this in turn transformed Subic and 





Clark from the secondary support role 
backing commitments in Korea and 
Japan into "strategic en route bases," 
critically placed in the line of air and 
sealanes of communication running 
from San Diego, through Hawaii and 
Guam and on to Diego Garcia. 


№ over political uncertainty 
in the Philippines, the administra- 
tion of President Ronald Reagan early 
in 1982 launched a study of the feasi- 
bility of replacing Subie and Clark. 
Adm. Robert Long, then US Navy com- 
mander-in-chief of the Pacific, told a 
congressional commitee in June 1983 
that it would cost a minimum of US$3- 
4 billion in fixed investment alone and 
take five to six years to duplicate the 
facilities at Clark and Subic in Guam, 
Palau and the Northern Marianas, 
none of which was perfect;'éither phy- 
sically or politically. (У 

Hawaii, also often mentioned as an 
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Icean. Yol а, те por 
of the USS Midway — would be very 
expensive in labour costs: a 12-hour 
shift at Yokosuka costs US$179 per 
worker in comparison to Subic where 
23,000 workers are employed at an 
average of US$29 a day each. 

The US Congress, ünder pressure of 
a US$200 billion deficit to.hold down 
defence spending, is in no mood to ap- 
prove the huge sums to finance alter- 


native facilities, particularly inlight of | 


persuasive arguments that the Philip- 
pines lease will be: renewed. “We are 
talking about billions of dollars to de- 
velop alternative facilities; "said Con- 
gressman Stephen Solarz, chairman of 
the Asian subcommittee of the House 
of Representatives’. foreign affairs 
committee after three days of hearings 
on Subic in June 1983. "It is crazy to 
spend that kind of money if you are not 
going to need those alternatives.” 

Some observers recognise the danger 
of Subic crossing the fine line between 
those military assets which serve the 
"national interests" and those which 
become a national interest in their own 
right. The dilemma is not new. It was 
no less an authority than president 
Theodore Roosevelt who first recog- 
nised Subic Bay as an albatross which 
could sink US Pacific interests. In 1907 
he recommended that the timetable for 
Philippine independence be acceler- 
ated if the US could not afford an 
“Asiatic fleet” to defend Subic against 
Japan, the rising naval power of the 
day ~~ a diagnosis borne out in World 
War II. 








n 1946 Dwight Eisenhower, who was 

then army chief of staff; recom- 
mended that all US forees be with- 
drawn from the Philippines on the 
grounds that future good relations 
with Manila were more important than 
the dubious strategic value of the 
facilities at Clark and Subic. 

Subic and Clark therefore put Wash- 
ington on the horns of a dilemma, 
which threatens to leave US policy 
hostage to politics in the Philippines. 
To be thrown out of its bases by a hos- 
tile Left-dominated government in 
Manila would deliver a severe blow to 
Washington's strategic position in the 
western Pacific and Indian oceans. But 
efforts to avert such a disaster by eas- 
ing into alternative sites could be very 
difficult. | 

US officials readily acknowledge 
that in whatever manner American 
forces do depart from Subic and Clark, 
the move would be construed as a sign 
of weakness and a major political fail- 
ure, given. the US' historic relation 
with the Philippines. "Leaving Subic 
would beas deep a blow to our prestige 
as the fall.of Saigon or Carter's deci- 
¿sion to withdraw from [South] Korea," 
one US. diplomat commented. “We 
-have to stay in Subic because we are 
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For Investment 
Banking-Credit Suisse. 


Sirice its establishment in 1856, 
Credit Suisse has assisted domestic 
and international corporations, 
governments and supra-national 
organizations in successfully floating 
debt and equity issues. Issuers 
throughout the world have come to 
rely on the long-standing experience 
and placing power of Credit Suisse 
for their capital market financing and 
investment needs. And for good 
reasons. 125 years in investment 
banking and its close partnership with 
Credit Suisse First Boston have 
made Credit Suisse one of the leading 
issuing and distributing financial insti- 
tutions in the world. 

Moreover, underwriting specia- 
lists are involved in the latest issuing 
and syndication. techniques, are 


During 1984 Credit Suisse and Credit 
Suisse First Boston managed and co-managed : 
worldwide debt issues aggregating an 

equivalent of almost US $ 60'000'000'000. 




















working around the clock in an inter- 
national network to meet clients’ 
needs and are dealing with clients in 
their own language. 

As borrowers become in- 
creasingly aggressive in tapping inter- 
national capital markets, they are 
relying on the expertise of Credit 
Suisse and its partners for investment 
and commercial banking needs. 

How about you? 
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Almeida e Costa; China Gate; Peng: no difference over sovereignty. 








The enclave will follow Hongkong back into China — but not today 


Manana for Macau 


By Emily Lau and Louise do Rosario in Macau 


ith the future of Hongkong 
We: and sealed in the Sino- 
British joint +. declaration, 
Chinese leaders are begining to turn 
their attention to the future of Macau, 
the tiny nearby territory which is 
under Portuguese administration. Of- 
ficial talks between China and Por- 
tugal may begin in May wheh Por- 
tuguese President Antonio Ramalho 
Eanes visits Peking. The talks are ex- 
pected to be easier than those over 
Hongkong since there are no differ- 
ences between the two on the question 
of sovereignty. 
Throughout the Sino-British negoti- 





had always belonged to the same cate- 
gory and would be solved by the same 
“one country, two systems” method 
and in future Macau would be run by 
Macau people. 
Peng’s statement the 


was first 


explicit remark on Macau’s future | 


since Chinese elder statesman Deng 
Xiaoping’s vague utterances last Oc- 


tober that the issue of Macau will be | 
| solved using the Hongkong model. 


The vice-director of the State Coun- 
cil's Hongkong and Macau Affairs Of- 
fice, Li Hou, also recently said that the 


| Macau problem would be solved be- 


ations, the Macau people looked on in | 


nervous silence. Many are ready to ac- 
cept that the fates of the two territories 
are linked and that the Hongkong solu- 
tion will also beapplied to Macau. But 
there are those who insist that Macau 


and Hongkong are different and that | 


Macau may be allowed to maintain its 
status quo way, beyond 1997, when 
Hongkong. is t6 revert to Chinese 
sovereignty. i < 

Chinese leaders, preoccupied with 
Hongkong in the pasttwo years, have 
not spoken publicly on Macau's future 
until recently. Speaking to reporters 
during the recent session of the Na- 
tional People's Congress (NPC), the 
chairman of the NPC standing com- 
mittee, Peng Zhen, said that though 
the Macau issue. was not settled simul- 
taneously with that of Hongkong, it 


46 





tween China and Portugal, and that 


Macau would have separate self-rule | 


and would not be merged with Hong- 
kong to form one big special adminis- 
trative region (SAR), as some people 
had speculated. 

Macau Governor Vasco de Almeida e 
Costa told the REVIEW that Portugal 
will negotiate with China about Macau 
when the time is ripe. "There 15- no 
reason to think the time is ripe now or 
in the near future, and we should not 
press the Chinese leaders to declare a 
deadline for Macau," he said 

Almeida e Costa, like many Macau 
people, concedes the territory is of no 
political or economic value to China, 
given its 6-sq. mile area and tiny popu- 
lation of 350-450,000, 98*5 of them of 
Chinese origin. He is aware that the 
upper class, businessmen and the edu- 
cated are worried about the future, but 


most Chinese are not, because they 
know whatever happens is beyond 
their control. 

Macau was first settled by the Por- 
tuguese in the 16th century to provide 
a base for the China trade. In late 1966 
and early 1967, Macau experienced 
one of the worst crises of its 400-year 
history, the results of which have per- 
manently altered relationships be- 
tween the Portuguese enclave and 
China. The incident was sparked off by 
Portuguese officials refusing to grant a 
building permit to a communist school. 
Militant leftists, infused with the 
ardour of the Cultural Revolution, 
launched massive demonstrations 
against the government. 


he newly arrived governor, Brig. 
T» de Carvalho, was reported 

to have offered to abandon the 
place within one month. But this was re- 
jected by the Chinese leaders who felt 
the fall of Macau could fatally reduce 
confidence in neighbouring Hong- 
kong, which even then they did not 
wish to see happen. Instead, Por- 
tuguese officials signed a capitulation 
document and promised to eliminate 
Kuomintang influence from Macau 
Since then, Peking’s influence has 
been predominant. The Portuguese ad- 
ministration has become nothing more 
than a facade propped up by several 
hundred Portuguese officials. “If the 
Chinese want, we can all leave in one 
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vessel,” 
resident. 

The 1974 military coup in Portugal 
brought further political changes to 
Macau. Soon after the socialists came 
to power in Lisbon, they tried unsuc- 
cessfully to return Macau to China. 
When Peking refused, Lisbon rede- 
fined Macau as a Chinese territory 
under Portuguese administration. In 
1979, when Peking and Lisbon were 
talking of establishing diplomatic re- 
lations, it appeared that Portugal 
again raised the question of the status 
of Macau. 

But when Lisbon and Peking estab- 
lished official ties in February 1979, 
Macau retained its status quo, demon- 
strating once again that any initiative 
towards the settlement of the Macau 
issue could come only from Peking. 


said a long-time Portuguese 


licly raised in Peking last October 

by a member of the Macau delega- 
tion attending the National Day cele- 
brations. Businessman and Legislative 
Assembly deputy Vitor Ng, asked Deng 
what would happen to the future of 
Macau. Deng, taken aback by the un- 
expected question, said the Macau 
problem would be solved by following 
the Hongkong model. 

The incident shook Macau. Some ob- 
servers note that Deng’s apparent sur- 
prise and his ambiguous reply showed 
that Peking had not yet focused its 
mind clearly on Macau and was un- 
aware of the depth of anxiety among 
the people. Many people blamed Ng for 
having asked the question, since they 


T: future of Macau was first pub- 


tion from China," Almeida e Costa 
said. 

Since the question of the future was 
raised in Peking, some Macau Chinese- 


| language newspapers finally plucked 








felt it was neither the right time nor the | 


right place. 

The idea that Macau may have only 
12 years of transition to Chinese rule 
worries some people who regard it as 
too short. Ng is one who feels Macau is 
very different from Hongkong and so 
should be handled differently. One big 
problem, many say, is that of language. 
The official language in Macau is Por- 
tuguese, but most Chinese cannot 
speak it. In the civil service, 98% are 
non-Chinese. In view of this, Macau 
would require a longer lead time to 
translate the Portuguese laws into 
Chinese, to make Chinese an official 
language and to prepare the people for 
the civil service. 

Almeida e Costa does not deny the 
importance of localising the civil ser- 
vice, but stresses that Macau could not 
continue to operate if the Portuguese 
officials left overnight. The governor 
warns that the Chinese formula of 
Macau run by Macau people should not 
be interpreted narrowly to mean only 
people born in Macau. 

“Macau needs an open-door policy 
All those who have adopted Macau as 
their home should be regarded as 
Macau people. We need more clarifica- 
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up courage to discuss it. One Chinese- 
language newspaper, Tai Chung Pou, 
said the Hongkong formula was "im- 
practical" for Macau and would be 
harmful to the interests of the Macau 
people. The newspaper said that be- 
cause of Macau's unique. problems, 
Macau would need at least 20 years of 
transition. 

Another Chinese newspaper, Si 
Man, said many Macau people feel the 
government has been dragging its feet 
in preparing for thetransition. Chinese 
and Portuguese who want to stay in 
Macau should seriously start learn- 
ing, thinking and preparing together. 
People are waiting for important sig- 
nals from, Eanes’ visit in May, it 
said 

In the mid-1970s, when it divested 
itself of its other remaining colonies, 
Portugal took 500,000 to 1 million peo- 
ple, both whites and their mixed de- 
scendants, from previous African col- 
onies, The same may happen to the 
Portuguese nationals in Macau one 
day. About 100,000 people — mostly 
Chinese — have Portuguese national- 
ity, which gives them right of abode in 
Portugal. 


hen talks on Macau's future 
W finally begin, they are sure to be 
much smoother than the Sino- 
British negotiations on Hongkong's fu- 
ture. The negotiators will benefit from 
the hindsight gained from the unplea- 
sant experience of Hongkong. If no- 
thing else, the Chinese should have 
learned how a few careless statements 
can have a devastating effect on the 
people's confidence. 

The talks will also be more harmoni- 
ous since Portuguese officials have re- 
"caretak- 
ers" staying on at China's request and 
are willing to leave when asked. 

Despite limited discussion in the 
press, many Chinese people are reluc- 
tant to discuss the future. One busi- 
nessman said outspokenness may be 
labelled as an attempt to upset pros- 
perity and stability. The vice-chair- 
man of the Chinese General Chamber 


| of Commerce (GCC), Chui Tak-kei, 


said he does not intend to ask questions 
about the future asit will be decided by 
China and Portugal. Chui's attitude is 
privately criticised by some Chinese 
businessmen, who feel that he is not 
doing his job as a community leader. 
Ng said some Chinese community 
leaders in Macau refuse to face reality 
and discuss the future openly. But peo- 
ple from the lower and middle classes 
want to know what will happen and 
would like a timetable for the changes. 








The business community would also 
like some clear indication in order to 
plan their long-term investments, said 
Ng. 
Unlike Hongkong, where there had 
been a relatively lively debate on the 
future, not much is expected in Macau. 
One reason is that there are few chan- 
nels of communication between the 
local people and Peking. Most consul- 
tation is done through the GCC and 
Nam Kwong Co., Peking's influential 
representative in Macau. And neither 
has encouraged any discussion. 

Also, because of the compactness of 
the community, which generates heavy 
social pressure, and the lack of pres- 
sure groups to articulate the people's 
interests, the future is treated almost 
as a taboo subject only to be discussed 
in private. Even an independent 
member of the Legislative Assembly, 
Alexandre Ho, regarded by many as 
outspoken and open-minded, says now 
is not the right time to discuss it. 

Some people have adopted a defeat- 
ist attitude, saying that since Hong- 
kong had failed to postpone the Chi- 
nese takeover, Macau cannot avoid the 
same fate. 

The greatest fear among those who 
do not want a Chinese takeover is to be 
forced to live under a communist sys- 
tem; the majority of the population 
were pre-1949 refugees or recent il- 
legal immigrants from China. Like the 
Hongkong people, they fear losing 
their freedom (hard-earned for many), 
and a sudden drop in living standards. 


hile Macau is far less prosper- 

W than Hongkong, Macau re- 

sidents are still generally better 

off than their counterparts on the 

mainland. Despite such anxiety, many 

say there is no point in expressing their 

views because they will not be listened 
to. 

Some young people interviewed said 
they do not believe the future Macau 
SAR will have “a high degree of au- 
tonomy " or that the territory will real- 
ly be run by Macau people. During the 
transition, Peking influence may 
further infiltrate the administration, 
reducing the pledge of Macau run by 
Macau people to nothing but an empty 
slogan, they fear. 

But if China keeps its promise to 
allow Macau to maintain the status 
quo for 50 years after the takeover, 
then Macau will at least be materially 
better off than the rest of China for 
another generation, a lot of young peo- 
ple believe. 

Due to Macau's proximity to Hong- 
kong, China cannot institute political 
changes in Macau without sending 
shock waves through Hongkong. For at 
least twice in the past three decades, 
China has refused to take back Macau 
because of Hongkong. Unable or un- 
willing to act on their own, some 
Macau people have come to regard 
Hongkong's well-being as an indirect 
guarantee for their survival. п 


| 








The Macanese heritage 
of natural go-betweens 


By Louise do Rosario in Macau 

or first-time visitors to Macau, the 

territory’s human landscape may be 
as interesting as its charming tran- 
quil setting. Just as in architecture 
and other areas where Eastern and 
Western influences have a harmoni- 
ous blend, the population itself is 
also a melting pot of Chinese, Por- 
tuguese and mixed Portuguese-Chin- 
ese. 

Marrying local residents was a fea- 
ture of Portuguese colonial history and 
there was no exception in Macau. A 
hundred years after the colonisers ar- 
rived on the Chinese 
coast in the mid-16th 
century, there was only 
one Portuguese woman 
in Macau. 

Descendants of the 
mixed race, known as 
Macanese, today number 
around 5-10,000, about 
2-3% of the total popu- 
lation of 350-450,000. 
Typically, they are lo- 
cally born, of mixed 
Portuguese-Chinese des- 
cent, educated in local 
Portuguese schools and 
feel themselves to be 
more Portuguese than 
Chinese. 

Compared with the 
Eurasians born in neigh- 
bouring Hongkong, the 
Macanese are a more 
easily identifiable group. 


Portuguese and they observe more 
Chinese festivals than Portuguese 
ones. 

"The Portuguese blood in Macau is 
thinning down. We still have Por- 
tuguese coming, but they are much 
smaller in number and they came and 
left with their families from Portugal. 
Fewer inter-marry with Chinese these 
days," said 73-year-old Fr Manuel 
Teixeira, who came from a Portuguese 
village to Macau at the age of 12. 

Teixeira, a historian who has written 
more than 100 books about the history 
of the Portuguese in 
Asia, explained how 
Macau-based Portugu- 
ese soldiers had provid- 
ed for the “continuation 
of the Portuguese blood" 
over the centuries. But 
since the withdrawal of 
the 5,000-man garrison 
after the 1974, revolu- 
tion of Portugal, no 
more Portuguese blood 
is being added. 

“The Portuguese com- 
munity here may one day 
suffer the same fate as 
those [colonials] in Cam- 
bodia, Indonesia and 
elsewhere, becoming to- 
tally assimilated into 
the local predominant 
ethnic group,” he said. 

In neighbouring Hong- 
kong, there are about 
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The term Macanese, in 

fact, has much more than a purely 
ethnic connotation. In Macau polities, 
it represents the special elite group 
which once dominated the Legislative 
Assembly and was well known for its 
confrontations with successive Macau 
governors. 

In social terms, it refers to an indi- 
genous people who are different from 
the Portugyese in Portugal and the 
Chinese but who are at the same time 
able to move easily in both worlds. 
Cultural identity is not a problem for 
Macanese. “Macanese is only a geogra- 
phical definition,” said a Macanese 
doctor, voicing a common sentiment of 
his people. “I’m born in and belong to 
Macau.” 

As an ethnic group, the Macanese are 
not homogenous, but with varying de- 
grees of Portuguese- and Chinese-ness. 
There are also a handful of those with 
Portuguese-African or Portuguese-In- 
dian blood, descended from people 
from other Portuguese colonies. 

As a general rule, most Macanese 
families are becoming more Chinese. 
Many say they find themselves more 
at ease speaking Cantonese than 











A DROP OF LATI 


acau is a microcosm of Latin cul- 

ture and should be preserved and 
cherished, according to the. vicar- 
general of the Macau Catholic dio- 
cese, Fr Domingos Lam. Unlike Hong- 
kong, which is a cosmopolitan city, 
Macau is more like a southern Euro- 
pean village. *Once you step into the 
streets of Macau, you can feel the 
Latin atmosphere. China should pre- 
serve it as a huge university. of Latin 
culture," Lam enthused. 

In the future political. changes, 
Lam said China should accommodate 
the Portuguese language and culture 
and retain the Portuguese legal sys- 
tem and the people should be encour- 
aged to learn Portuguese- “By pre- 
serving Macau, the Chinese. in the 
mainland do not have. to. travel 
thousands of miles to experience 
Latin culture, it's right heze;at their 
doorstep,” said Lam, a Cbisese who 
has been in Macau for some;$0 years. 

‘Amid all the fear and anxiety about 
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1,000 Portuguese, according to A. de O. 
Sales, president of the Hongkong Club 
Lusitano, where local Portuguese have 
been meeting regularly since 1866. On 
the future of this minority group, few 
of whom have renounced their nation- 
ality to be British subjects, Sales be- 
lieves the already-decreasing number 
will grow even smaller with emigra- 
tion, death or total assimilation into 
Chinese society. 

A mere drop in the predominantly 

Chinese population, the Macanese 
have grown into an influential group in 
Macau because of their ability to com- 
mand at least a workable level of 
Chinese, Portuguese and English. 
e are more than translators,” 
said Leonel Alberto Alves, who 
is of mixed Portuguese-Chinese des- 
cent. “We are the historical product of 
two civilisations. We understand the 
mentalities of the Chinese and the Por- 
tuguese from Lisbon, Our function in 
society is therefore very important.” 
Alves, a 28-year-old lawyer, is also an 
elected member of the assembly. He is 
a good example of the Macanese who 
act as intermediaries between the non- 
Chinese speaking Portuguese adminis- 
trators and Chinese people, most of 
whom find Portuguese difficult and 
not as useful to learn as English. 

The Macanese occupy 90% of gov- 
ernment jobs which require a certain 
level of fluency in Portuguese. Some of 
the best-known lawyers, architects, 
accountants and other professionals 
who deal constantly with the govern- 
ment in their work are also Macanese. 
In the two previous assemblies, the 
Macanese formed the majority. 
Macau-born Dr Carlos d'Assumpcao, 
of Portuguese, Chinese and Trinida- 
dian descent, has been chairman of the 


PIRIT 


the future and the jargons of “pre- 
serving prosperity and stability" and 
“Macau run by Macau people," Lam 
tries to look at the emotional issue 
from a more philosophical perspec- 
tivé- He said Macau is a cultural and 
historical légacy — a sense of values 
born of a chance meeting of two 
races. As a result friendship, coope- 
ration and mutual understanding de- 
veloped and blossomed. 

Lam said Hongkong epitomises the 
Anglo-Saxon values of efficiency, 
rule оѓ аҳ; expediency, precision 
and emphasis on the present. But 
Macau is! different. With the Latin 
race, which includes the Portuguese, 
Spanish, French and Italians, fime 
and späċè are all-encompassing: 


There isd very strong sense of Còn |. 
tinuity the past; present and'futuvé | 


are intertwined, "If something dn- 
not be done’ today, there is always: 


manáná {tomorrow),” said Lam?! «6i 
= вт ЕМ бА | 


{элле hi 
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assembly «since, its in- 
ception in 1976. 

With the inevitable 
reunion of Macau with 
China some day, “the 
advantages the Macan- 
ese enjoyed in the past 
and still enjoy today will 
disappear,” commented 
a Chinese resident. “It 
will be a painful adjust- 
ment for them as they 
learn how to compete on 
more equal terms with 
the Chinese.” 

The biggest adjust- 
ment will be with lan- 
guage. Most Macanese, 
though fluent in spoken 
Chinese, cannot read or 
write it — а serious 
handicap when Chinese 
is made the official lan- 
guage. 

For the past decade, 
noted Fr Domingos Lam, 
vicar-general of the 
Macau Roman Catholic 
diocese, the Macanese 
have begun breaking out 
of their "protective en- 
vironment." Many have 
started learning Chinese 
and picking up other 
useful skills and know- 
ledge to further improve 
themselves in the face 
of growing competition, 
mainly from newly arriv- 
ed Portuguese who com- 
pete with them for gov- 
ernment posts. 

Governor Vasco | de 
Almeida e.Costa, warns: 
"The Macanese will have 
to adapt themselves to 





surances that Macanese 
interests will be given 
consideration, many 
Macanese are known to 
have bought property in 
Portugal or sent «their 
children overseas. The 
shadow of the 1966 un- 
rest in Macau, when 
local Portuguese were 
targets for attacks by 
radical Chinese, still 
looms large in Macanese 
memories. 


M however, are 
reluctant to leave 
Macau for Portugal for 
emotional and economic 
reasons “Гуе never 
been to Portugal; it's 
just any foreign coun- 
try to me. As long as 
I can live and work in 
Macau, I don't mind 
doing anv menial job, 
even working on а 
farm," said  Esbelta 
Maria de Sousa, a young 
clerk with the govern- 
ment. 

But some who have 
been to Portugal, such 
as a young couple, Ana- 
bela and Alfredo Ritchie, 
who were educated 
there and have worked 
in Portugal for several 
years, regard it as their 


"motherland," though 
they are stil “much 
more | attached” "49 


Macau. As Portuguese 
passport holders “there 
is always a place we can 
go no matter what hap- 





the new situation ог 
leave." In his opinion, the once-privi- 
leged position of Macanese as indis- 
pensible middlemen began to change 
after 1976. The greater autonomy 
granted to Macau that year, the im- 
proved Sino-Portuguese relationship 
and other rapid social and economic 
developments all contributed to under- 
mine the Macaànese' special status. 

The governor himself introduced re- 
forms last year to widen the electorate 
base and to allow nori-Portuguese na- 
tionals to join the government, both 
moves which should éncourage greater 
Chinese participation in the ‘once 
Macanese-dominated assembly and in 
the civil service. 

Ordinary Chinese people inter- 
viewed, though resentful of the arro- 
gant behaviour of some Масапеѕе — 
"They liketo think of themselves as in- 
dependent of the Portuguese but 
superior to the Chinese; " remarked one 
— admit that they have’contributed to 
some extent to the territory's próspér- 
ity and their interests should therefore 
be taken into'account in any plan ‘for 
Macau's future, M 

Despite oft-repeated Chinese rèas- 





pens." In the mid-1970s, 
Portugal accepted some 500,000 to 1 
million Portuguese: nationals when it 
granted its African colonies indepen- 
dence. 

Analysts believe the Macanese will 
continue to play an important role if 
Maeau follows Hongkong's footstéps 
in retaining as far as possible existing 
legal, government and other institu 
tions; Certainly, it seems unthinkable 
that the large number of Масапезе' ih 
the lower and middle ranks of the ervil 
service ‘edn be replaced overnight 
Some foresee an extended transitional 
period for Macau with Portuguese 


| practices gradually phased out, ala 


speed slow enough for the population 
to adjust to it. 

Changes will inevitably come but 
many like Alves see themselves as able 
to adjust to the new'circumstances and 
see a continued place for the Macanese 
in Macau. “In the future, the ties be- 
tween the two communities will grow’ 
stronger? The Macanese in the coming! 
generations will knów how to Write 
and ‘speak in Chinese, I see this hap 
pening gradually: there'Il be a natural! 
evolution," he said п 
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By Emily Lau in Macau 


л Жуй confrontations which have 
marked Macau politics in the past 
decade seem to have been largely re- 
moved by the Legislative Assembly 
elections in August 1984. The number 
of government opponents in the 17- 
member assembly have been reduced 
to three, and Macau's pro-Peking 
Chinese, who hold real economic and 
political power here, have assumed a 
more visible presence. 

Last year's elections altered the 
balance of power in the assembly, 
giving Governor Vasco de Almeida 
e Costa a much more docile and 
cooperative group of lawmakers, 
known as deputies. An informed 
source close to the assembly said that 
for most of the Chinese deputies, the 
top priority — in line with a directive 
{тот Peking — is to preserve Macau's 
prosperity, stability and harmony. 

Most of the Chinese deputies find 
distasteful the constant squabbling 
between the governor and some elected 
Macanese deputies and usually take 
the governor's side in such disputes. 

“So long as the overall principle of 
maintaining prosperity and stability is 
being observed, the Chinese are not too 
concerned with the details," said one 
source, adding: "They may not be 
happy with everything, but still have 
to put up with it. They think too much 
democracy is not good for Macau," ac- 
cording to one source. 

Ironically, the assembly was first set 
up in 1976 in a move to democratise the 
- administration. This followed an un- 
successful attempt by Portugal to re- 
turn Macau to China shortly after Lis- 
bon's socialist government came to 
power in 1974 as a result of the military 
coup. 

In previous assemblies, the Ma- 
canese had always had a majority, 
and they used that to challenge the 
government. Relations between the 
opposition deputies and the govern- 
ment were severely strained in 1980 
when the opposition proposed to radi- 
cally change the Organic Law, or con- 
stitution, including reducing the gov- 
ernor to a titular role. The row became 
50 intense that Xi Zhongxun, the gov- 
. ernor of China's Guangdong province, 

which borders Macau, had to visit the 
territory to mediate. Such confronta- 
tions can no longer occur with the pre- 
sent tiny opposition. 
" For the past 20 years, the pro-Peking 
‘Chinese faction has held real power in 
“Macau but has preferred to keep a low 
| profile in government. Most business- 
‘men belong to the staunchly pro-Pe- 
‘king Chinese General Chamber of 
Commerce (CGCC). The leftwing Fed- 
егайоп of Trade Unions (FTU) has 


m" 





a thing of the past 


100-150,000 members. 
There are also dozens of 
pro-Peking te achers' 
unions. A former Macan- 
ese deputy, Anabela 
Ritchie, said if the Chinese 
wanted to, they could have 
dominated the assembly 
The leader of the Chinese 
faction is the chairman of * 


the CGCC, Ma Man-kee, 
who is a delegate to 
the Chinese National 


People's Congress and 
the Chinese People's Po- 
litical Consultative Con-- 
ference. 

However, many people 
feel Ma does not have the 
same stature nor com- 
mands the same respect in 
the community as his pre- 
decessor Ho Yin, a power- 
ful political figure who 
had dominated Macau 
politics for more than 20 
years. Ho died in De- Wie 
cember 1983. Nam Kwong [^*^ 
Co., a Peking-owned com- 
pany headed by Ke Zheng- 
ping, who is widely de- 
scribed as Macau's unoffi- 


cial governor, helps to bring all those 


businessmen loyal to Peking into line 


One source said it was not unéommon 
for the Chinese deputies to hold meet- 

































common stand on contro- 
versial issues. 

In February 1984, a con- 
stitutional row broke out 
between the governor and 
the assembly over the lat- 
ter's power to amend the 
governor's decrees with- 
out his final approval. At 
Almeida e Costa's request, 
the Portuguese president 
issued an order to dissolve 
the assembly. Some obser- 
vers said that if Ho had 
still been alive, the row 
could have been averted. 
But Ma was unable to play 
an effective mediating 
role. : 

Together with the dis- 
solution of the assembly, 
the governor brought out 
new electoral laws provid- 
ing equal rights for 
Chinese, Portuguese, 
Macanese and foreign re- 
sidents, regardless of their 
length of residence. Previ- 
ously, Chinese residents 
were eligible to vóte only 
after living in the territory 
for five years, and foreign- 
ers for seven years. r 

In the August 1984 as- 
sembly elections, 56% of 
the 51,000 registered vét- 
ers went to the polls. Only 
4,000 people registered ‘to 
vote in the 1980 elections. Six deputies 
were directly elected by universal süf- 
frage and another six indirectly eléct- 
ed by interest groups. The system of 





Little spin-off from China's 
mighty economic drive 


By Liz Carver in Macau 


hree years ago Macau had' plans to 
become a financial centre. It 
wanted to build ah airport Andit deep- 
water harbour-and-to imitaté and 
perhaps even" challenge Hongkong 
rather than continue to ride ón the Bri- 
tish territory's coat-tails. Plans for 
thousands of new hotel rooms, apart- 
ments and offices were approved 
Had, «Hongk lasted, 
Macau might have been » to build 
up enough steam to set its Own Pcono- 
mic course. But the moméfifum in 
Hongkong could riot be sustained, and 
Macau is still living off Hongkong's 
leavings — increasingly supplemented 
by crumbs from China's table. 
While China is becoming more im- 
portant to Macau, China itself appears 
to place little emphásis upon Maecau's 









longer-term economic develo ment. 


What:Macau can do — light industry 


and the like — China's special econo- ! 





mic zones can do as well. Unlike Hong- 
kong, which is regarded as a vital win- 
dow for China on the trade and bank- 
ing world, Macau seems to be exclu- 
sively à political issue for Peking — a 
territory to be regained when the time 
is right, but not to be much worried 
about until then. 

Economically, the little Portuguese 
enclave is more like a Pacific island na- 
tion than the commercial cen tre it as- 
pired to become — with a tiny domestic 
market estimated at less than 450,000 
people; an inadequate infrasíructure 
which is only slowly i improvin P ck of 
Mi tunity for the young, a WE heavy 
reliance on tourism and Gade gonces- 
sions, по! 

ToU rism, long one ‘of the 
e thos grew by 11. 195 d 

acau remains mostly a weekend 
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‘representa e lawitiaking b bod " Chiu 
Iu-nang, the director of Journal Va 
, Kio, a Macau Chinese newspaper, said 
no concerted opposition can emerge 
under the present electoral system. 


Ithough there are only 17 deputies 
in the assembly, they are divided 
into at least four factions: pro-China, 
pro-governor, Macanese and so-called 
independents. Of the six directly elect- 
ed deputies, three form an almost per- 
manent opposition to the government. 
АП Macanese, the opposition com- 
prises present and past assembly presi- 
dent Carlos d'Assumpcao, a lawyer, 

Leonel Alves and Manual Borges. 

Commenting on a recent confronta- 
tion with the governor regarding legis- 
lation to register condominiums, Alves 
said the governor is trying to take away 
the assembly's power to initiate legis- 
lation by pre-empting several assem- 
bly efforts with his own decrees. “We 
are not a banana republic. How can the 
governor act in such an infantile man- 

ner? He has turned the assembly into a 
joke,” Alves said angrily. 

‚ Not everyone will agree that the as- 
sembly is a farce, but there is no dis- 
pute that it is an ineffectual opposition 
to the government. Aside from d'As- 
sumpcao and his supporters, most of 
the deputies are pro-governor. Elected 
member Alberto Dias Ferreira is a 
close friend. Chinese elected deputy 
Lao Cheok-va of the FTU, stood as a 
candidate of the Electoral Union, 
headed by d'Assumpcao and backed by 
the pro-Peking faction. The only inde- 
pendent deputy is Alexandre Ho, a 


come to gamble and, likely as not, go 
back on the same day on the late jetfoil, 
leaving many of Macau's hotels as 
much as half empty most of the week — 
even with discounts ranging up to 
40%. More tourists destined for China 
are passing through but they rarely 
stop over in Macau for more than one 
night. 

By many measures, the economy is 
slowing down, though the statistics are 
highly respectable by world standards. 
Gross domestic product growth fell 
from 10% in 1983 to 9.5% in 1984 and 
may ease to 8-9% in 1985. Lending 
growth slackened to 8.8% in 1984 after 
a gain of 23.5% in 1983. Exports rose 
29.295 in 1984 (to Patacas 7.3 billion, or 
US$ 912.5 million), but the growth rate 
slowed in the second half and is ex- 
pected to continue to decline in the 
first half of 1985. 

Less dynamic growth in export mar- 
kets is one reason. Another is the infra- 
structure for industry — improved, but 
still deficient in many ways. Macau 

still dep: ag on Hongkong for trans- 

shipment of its exports. Industrial 
y арм сап be as costly as іп Hong- 
ong and ‹ electricity costs about nue 





The six "indirectly elected deputies 
are all pro-Peking Chinese represent- 
ing business and social interests. The 
five appointed members include four 
government officials and one Chinese 
businessman. All 11 are considered 
pro-government. 

Although Peking does not agree with 
d'Assumpcao's combative style, it 
nevertheless urged him to stand in last 
year's elections. This is because the 
Chinese do not want to exclude the 
Macanese, a small but influential fac- 
tion. In successfully persuading d'As- 
sumpcao to head the Electoral Union, 
Peking has effectively kept control of 





Macanese leader. In order not 





ate him, one or two Chinese deputies 
sometimes vote with him if they à 
sure of a government victory 

Peking is understood to be unhappy 2 
that the Electoral Union had failed to 

capture all six directly elected seats” 
last August. But given the present bal- 

















ance of power within the assembly 
and the government's iens 
cooperative attitude, Peking should be 
salisfied with the present arrang 
ment. The fact that it has stifled the 
emergence of an independent voice of. 
the people is an issue which may loon 
larger when the territory be ‘gins to dis- 


cuss the future in earnest 











Singapore's 
Biggest Ever Exhibition 





The Trade & Industry Fair 85 brings to you 
the greatest show ever to be seen in 
Singapore. 

The 9-day Exhibition gathers the Asia- 
Pacific region in 1 big show 


FASHION & 
ACCESSORIES (Hall 2) 


The show promises flair and pizazz in the 
entire ensemble of clothes and accessories 
from the Asia-Pacific region. Fashion that will 
represent the varied and distinctive cultural 
characteristics of the region. 


Jewelfair (Hall 2 — Upper level) 

In conjunction with the Trade & Industry 
Fair '85, two of the Chamber's affiliated 
Associations — the Diamond Exchange of 
Singapore and the Singapore Jewellers’ 
Association, will sponsor a Jewellair 85 
organised by Facon Exhibition & Trade Fair 
(S) Pte Ltd. Jewelfair 'B5 brings together 
leading jewellers from abroad and local 
exhibitors who will put up a dazzling show of 
their exquisile collections. This display of 
modern, contemporary and traditional 
jewellery presents an added opportunity for 
people in the trade to meet in congenial 
environment. 


FURNITURE & FITTINGS (нагз) 


The fast-growing economy of the Asia-Pacific 
region coupled with a rise in the standard of 
living means an increasing demand lor more 


D sophisticated furniture and fittings 






p Trade & Industry Fair 85 


27 July — 4 August 1985 e World Trade Centre, Singapore и 


Organised by. the 


Singapore Chinese Chamber of Commerce & Industry 


47 Hill Street Singapore 0617. Tel; 3378381 Tix: RS 33714 SCCCI Cable, SIANGHWE 


This is where you can meet buyers as well 
as sellers and exchange novel ideas 


MACHINERY & TOOLS (Hall 4) 


New ideas in the machinery and tools 
industries are constantly being sought by 
companies wishing to upgrade through 
capital intensive processes 


Special machinery and parts, for high-tech 
automation and specialised tools and 
equipment will be displayed 


BUILDING MATERIALS 


(Hall 5) М 
This exhibition will have a varied spread of 

high performance. quality matenals tor 

residential. industrial and commercial 

projects Е 


Highlights will be a myriad of items including и 
interior decoration materials, abrasives Ш А. 
awnings, ceiling systerns, curtain hardware “Ж 



















products, doors, sanitary ware. sealants 4 ia 
flooring materials, wall finishes. water heaters 3 A 
and more 

ADDITIONAL EXHIBITS EC 


Apart from the above mentioned, the fair will 

also feature home appliances, electronics 
accessories, arts and crafls, apparatus 1395 
hardware, medicinal products and many i 
others far I 
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i. 


more, though supply has t 
reliable. Telephone service is improv- 
ing under the direction of Britain's 
Cable and Wireless, which has used the 
Macau system as something of a show- 
case to get business in China. 

Labour costs less in Macau than in 
Hongkong because wages here have 
remained depressed by a continued 
legal and illegal flow of labour from 
China. Businessmen апа bankers 
suggest that the typical wage here may 
be about HK$25 (US$3.21) on a daily- 
wage basis, against HK$60-70 for 
similar workers in Hongkong, for the 
average factory employee. But the 
Macau workers are only about two- 
thirds as efficient, estimates Vitor Ng 
of the Exporters Association of 
Macau. If a manufacturer is willing to 
compromise on productivity, 
he can invest in Zhuhai, the 
Chinese special economic 
zone adjoining Macau where 
most other things also cost 
less (REVIEW, 18 Apr.), and get 
cheap labour — at some Rmb 
200 (US$75) or less a month. 


he area of Macau city is ex- 

pected to grow by 20% or 
more through land reclama- 
tion, creating more space for 
industrial use along the 
waterfront — but this pro- 
gramme will take 10 years 
to complete, as the gov- 
ernment is proceeding slowly 
to avoid further depressing al- 
ready-low property and land 
prices. 

That is a long time to wait 
for improvement, with export 
growth already being affected 
as many factories. work at 
near capacity. There is not 
likely to be enough future 
business, however, to justify 
expensive infrastructure im- 
provements. Macau is not a 
primary supplier in most mar- 
kets, but gets along on orders 
Hongkong cannot fill The 
government  realises that 
Macau's products must be- 
come better known, but with 
slim resources its suggest- 
ed strategy is largely limit- 
ed to taking out advertisements in 
in-flight magazines or passing out 
leaflets at Hongkong's Kai Tak Air- 
port. 

Another trade hurdle is heavy re- 
liance on preferences and quotas: some 
80% of Macau's sales abroad rely on 
such programmes, Ng estimates. Most 
of these exports are not immediately 
threatened, but given rising. world 


trade tensions, it would be unwise to | 


count on this business for longer-term 
expansion. But quotas do seem to have 
forced. Macau.to diversify its exports 
beyond textiles and garments into 
toys, electronics and artificial flowers, 
probably to its longer-term, benefit. 
Much. has. been made of Portugal's 
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1986 entry into the 





Luso Bank Building: high vacancy rate. 









mic Community as a trade conduit to 
Europe, but EEC officials say Portugal 
has not asked for any special treatment 
for Macau. 

On the import side, the most signifi- 
cant shift has been a decline in the 
value of officially recorded food im- 
ports (especially from China, where 
some categories have fallen by more 
than 20%). The Macanese have not 
been eating less, though real wages 
were virtually flat 
from 1981 until 
early 1984. Rather, 
they are doing their 
food shopping in 
Zhuhai (just as they 
are seeking jobs and 
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MACAU’S GDP GROWTH IN 
1983 and 1984 


(Provisional estimates, real 
growth rates) 





So, for "Basle though the first 
stage of a deep-water harbour is going 
ahead because it can be financed out of 
current revenue, a decision on a second 
phase is being put off. Macau's plan- 
ners have decided to take a longer- 
term fiscal view by shifting to a three- 


year budget, to be revised as needed, 


starting in 1986. 
Macau's 


property prices, like those 
in Hongkong, fell 
sharply in 1982- 
83, but the col- 
lapse has been 
little noted out- 
side of Hong- 
kong — where 

















opening small busi- 
Construction 
Commerce 
Tourism 
Financial sector 
Energy sector 


GDP 


tourism) 


GDP(excluding 


Industry and fisheries 


Miscellaneous services 
Public administration 


most of the in- 
vestment and 
speculators came 
from. The Macau 
Government has 
taken a very 
quiet supporting 
role in the mar- 
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nesses and restaurants there), 
factor in reduced 1984 
growth, 


a key 
retail-sales 


ight now, Macau can live within its 

modest means, deriving about a third 
of its budget revenues from the various 
gambling operations, with direct and 
indirect taxes accounting for another 
third and land rents and services mak- 
ing up the rest. The budget has been in 
surplus since 1977, but to carry out the 
range of physical improvements 
needed, Macau would have to borrow. 
That might be difficult without know- 
ing how the projects would re-pay 
their debt; and what Macau's future 
political status is, says Eduardo 













ket through pur- 
chases of flats for 
government em- 
ployees. It held as many as 
1,400, but began selling them 
in January to its local civil 
servants, About 400 will be 
held, mostly for expatriates' 
use, says Ribeiro. 

The government will use the 
proceeds, and some money 
from general revenues, to sup- 
port a mortgage interest-rate 
subsidy programme. The 
scheme, announced in mid- 
April, is open to both civil ser- 
vants and the public. Ribeiro 
estimates that the subsidy will 
cost Patacas 40 million this 
year, peaking in 1991 at 
Patacas 150 million. 

Property trends in Macau 
lag behind those in Hongkong 
by as much as a year, so it may 
be 1986 before there is real 
improvement in the market 
for completed properties — 
where prices are down 
perhaps 40% on average from 
the early 1980s' peak. Mean- 
while, developers are sitting 
on land which has fallen by up to 50% 
in value. About two dozen developers 
are thought to be active now in all sec- 
tors, which one analyst terms “not bad 
for a small, depressed market." 

There is little top-notch office space, 
with prices on par with good buildings 
in secondary Hongkong areas and a va- 
cancy rate which property àánalysts 
think may be 20-40%. In the Luso 
Bank.Building, Macau's sole. glass- 
clad high-rise building, the. vacancy 






| rate is 60%. Companies opening or ex- 


panding within the region look first at 


| Hongkong and second at Canton, with 


Macau a third choice, says Alexander 
Lam, of property consultants Jones 
Lang Wootton. í п 
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The Beauty 
& 
The Best 
Age кы 


the earliest manufacturers of 
Automobiles, Peugeot spent 
years in research and develop 
Mert sses producing depend 
able cars that generations 
have come to trust. And the 
Peugeot reputation grew 
Today, the Peugeot name is 
synonymous with comfort, 
safety, toughness and reliabi 
lity — a reflection of the very 
best in a world of beautiful 
cars. 


Ex i 














Peugeot 505 — 
Blending charm 
with realism; 

refinement with 
efficiency. 


PEUGEOT 

















NMB Bank (Nederlandsche Middenstandsbank nv), one of 
the Netherlands’ leading commercial banks, offers a full range 
of international banking services through its new Tokyo 
e . Branch. 
The Dutch bank ranks 74th worldwide with international 
business accounting for 3796 of its balance sheet. 
Under the direction of Joseph J. Osten, General Manager, 
the NMB Bank's Tokyo Branch, along with offices in Hongkong 
and Singapore, bring the Far East into the bank's rapidly ex- 
panding international network that includes the world's impor- 
tant financial centers: London, Paris, Zurich, Geneva, New York, 
Chicago, Los Angeles, Mexico City, Caracas, Sào Paulo, 
Curacao, Montevideo, Bahrain and of course, Amsterdam. 
For professional assistance in such areas as investment 
services, corporate and trade finance, foreign exchange and 
money market transactions, please feel free to telephone or 


stop by. 
) 


Tokyo Branch; Kokusai Bidg., 3-1-1 Marunouchi, Chiyoda-ku, Tokyo 100 Tel: (03) 212-6481-7, Telex: J24985: NMBTKYJP. 
NMB Bank Hong Kong: Tel: (05) 266031, Telex: 83104 nmbhk hx. NMB Bank (Singapore) Ltd.: Tel: 2204644, Telex: 21178 nmbank si. 
Head Office Int'l Division: Eduard van Beinumstraat 2, Amsterdam, The Netherlands, Tel: 020-5439111, Telex: 11402 nmb nl. 
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A UNIQUE OPPORTUNITY... 
FOR THE SECOND TIME 
IN THE REPUBLIC OF KOREA 


The Italians, undisputed international leaders 
in the production of quality and high fashion 
leather goods, will display the latest basic 
materials and complementary products for 
footwear, leather goods and leather clothing. 

QUALITY PRODUCTS 

Come only from 

QUALITY MATERIALS AND COMPONENTS 


Dont miss it, VISIT 


2nd ITALIAN EXHIBITION FOR 
COMPONENTS OF FOOTWEAR 
AND TANNERY PRODUCTS 





WESTIN CHOSUN HOTEL (Seoul) 
26 to 28 May, 1985 
from 9 a.m. to 6 pm. 
—free admittance for Trade only 


A For detailed information, contact: Kalan Trade Associatior 
ITALIAN TRADE COMMISSION UNIC: NATIONAL UNION OF TANNERY 
3rd А. Korea Chamber of Commerce & Via Bisa З 20123 MILANO 
Industry Bldg., 45, 4-ka, Namdaemun-ro, Telex. 331838 UNIC | 
Chung-ku, Seoul 100, Korea ANICAM: Via Pietro Calvi n. 3 20129 MILANO 


СРО Box 9561 ANFAP: Via Leopardi, 20 20123 MILANO 
Tel. 779-0811/2 Tix. K25655 ICESEOUL Tel. 02-8050863 Тх. 322537 CORSI | 


Reaping the Rewards. 


Rice is more than just food. 

It’s life. 

It’s the irreplaceable staple 
upon which countless millions depend. 

In the Philippines, improving 
and protecting rice has long been the 
single dedicated objective of the 
International Rice Research Institute. 


An objective that IBM 
strongly supports. 

As part of an on-going 
partnership program, IBM has freely 
contributed a large-scale, highly 
versatile data processing installation 
to the analysis and cross-checking of 
rice varieties from all over the world. 


This research, now 
progressing at far greater speeds, 
has already processed over 70,000 
varieties of rice and has isolated 
strains which can grow swiftly, 
bountifully and under even the 
poorest conditions. 


Yet, while the efforts made on 
behalf of this common grain are 
both strenuous and complex, for 
the billions who reap the benefits 
the result is quite simple. 


As rice improves, then so 
does the quality of life. 

And that, without question, 
is the greatest reward. З 
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laily nonstops from Asia — to 6 US cities 


ıs an international businessman, it's good business to know the best way to your American destination. OKINAWA NEW YORK 
о more of America, the fastest way is Northwest Orient. You can connect with Northwest Orient in 9 GUAM токур CHICAGO 
sian cities. And you have a choice of daily’ nonstops from Asia to more US cities than any other TAIPE gah SEOUL I. LOS ANGELES 


irline. In America, you've got convenient connections to over 50 US cities. Every time you fly, you HONG KONG SAN FRANCISCO 
ап be earning free travel with Northwest Orient's Free Flight Plan. Next time you go to America, go SHANGHAI OSAKA SEATTLE/TACOMA 
vith the airline that's got more going for you. Northwest Orient. MANILA HONOLULU 


Now, it’s Northwest Orient. 
WW) NORTHWEST ORIENT 


ог reservations, call your travel agent or Northwest Orient. Tokyo (03) 433-8151 Osaka (06) 22840747 Nagoya (052) 562-0867 Hiroshima (082) 247-5741 Okinawa (0988) 58-2477/79 Seoul 75361069 Hong Kong 5-217477 
£92288 Taipei 02-596 5951/5 Taichung 04-220-6643/6 Kaoshiung (07-272-5505/8 Manila 58-27-76/83 Cebu 922-122 Guam 477-7811/13 Saipan 7778 Kuala Lumpur 429768/429858 Penang 29487 Singapore 336-7606/9 Bangkok 
51-9652/4 Jakarta $20558/326439 Auckland 794-977 Sydney 264-9715 Karachi 551215. 551514 Lahore 417231, 417220 Islamabad 812174, 812175 Kathmandu 215855/212552 New Delhi 345786, 351605 Bombay 211440, 211431 
Weutta 431373 Madras 044-87703 Colombe, SATIIR 04710 Ranannn SIG2R Shanabhai 177287. 890497 Rolle 4174 (мән AIAN 


China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China’s potential as a market 
for their products. 

Yet, for 21 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 


ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine. 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong 


Please enter my one year subscription 
(12 issues) for the CHINA TRADE 
REPORT. | enclose $ 


City 





Annual subscription rates 


---.-.-.-.--- 


Sent airmail anywhere in the world. 


RO509CTR4M 


HK$2,185 M$720 S$635 USS280 £255 А$390 
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The Mandarin, Jakarta. 
Our location is only one of 
our S s. 



























the one 

hotel Ead in Jakarta's 
business centre certainly pre- 
sents obvious advantages. 

For one thing, it will 
leave you with ample time to work 
out in our superbly equipped health centre. 

You'll be quite taken, too, by the 
other considerations that we've shown the executive 
traveller. 


In the furnishings of our unusually large 
rooms for instance. 7. having Jakarta's finest 
continental and Chinese restaurants within the 
hotel. 





Service standards throughout the hotel reflect 
a major investment in staff training. So that you will 
enjoy the same degree of excellence that is synonymous 
with The Mandarin, Hong Kong and The Oriental, Bangkok. 


The Mandarin, Jakarta 


A member of Mandarin Oriental Hotel Gr 










Hong Kong: The Mandarin. Bangkok: The Oriental. Manila: The Mandari 
gaor The Mandarin. Macau: The Oriental. Vancouver: The Mandarin 
aja The Oriental (1986), Kuala Lumpur: The Oriental (19% 

POM Kong: The Excelsior, an Associate of Mandarin Oriental 

For reservation, call TheJeading“Hotels of thé*World or your travel agent 
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Ri iE POWER along the wav to success has been ScanDutch. We know 
the E 


present rise to prominence. And helping many an exporter 
;uropean scene 
The story of textiles runs like a thread through history 


[he rise and fall of entire empires following its course 


produce blue jeans or suits, woven goods or knits call us 
| à We'll get your orders there in style 

Wool powered England to commercial prosperity. Cotton 

changed the face of the | 


the continent's most interesting 
markets, its most influential buyers. So whether you 


Inited States. Japan's industrial 
might owes a continuing debt of thanks to silk 


ScanDutch $ 
lextiles have played no small part in the Far East's 
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Disike takes the floor as 
ture takes the stage 





CU 


By Randy Chiu in Wuhan 


hen the International Mainland 

Band recently came to Wuhan to 
play four concerts, excitement ran 
high among the local smart set. Adver- 
tisements announcing that the band 
would be giving a “disco performance” 
and rumours that it was composed of 
famous foreign pop stars combined to 
create an atmosphere of eager antici- 
pation. When tickets for the first per- 
formance went on sale at Rmb 5 
(US$1.80) — or two days’ wages — 
apiece, they were snapped up and then 
resold at prices as high as Rmb 20. An 
audience of some 5,000 people packed 
into the Wuhan Gymnasium to see and 
hear the show, 

Sadly, reality failed to match the 
hopes of the audience. Far from beinga 
collection of rock stars, 
the “International Main- 
land Band” was com- 
posed of amateur foreign 
musicians who happen to 
be living in Peking — in- 
cluding a Zairean stu- 
dent, a Canadian teacher 
and an American dip- 
lomat's son. The band got 
its start last year as 
“Beijing Underground,” 
playing at dances in 
hotels and more recently 
in some Chinese work 
units. Playing for a large 
gymnasium full of people 
was something the band 
was clearly not used to. 
Soon the audience be- 
came restive, and began 
chanting: “Di-si-ke! Di- 
si-ke!” Were they com- 
plaining about the quality 
of the music? Not at all — 
they wanted to see some disco danc- 
ing. 

Disike has become a fad in Wuhan — 
and throughout China — during the 
past 12 months. Like many other as- 
pects of the social liberalisation which 
has accompanied economic reforms 
here, disike began behind closed doors. 
Only since dancing was shown on na- 
tional TV and communist party Gen- 
eral Secretary Hu Yaobang personally 





endorsed the practice has the 
phenomenon openly taken off. 
The. translation of occidental 


“disco into Chinese disike has en- 
tailed far more than merely a change in 
pronunciation. Whereas disco in the 
West generally refers to a particular 
type of music, in China it is used to de- 
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youth 


scribe any non-formal dance. In parti- 
cular, any dance in which the partners 
do not always touch is commonly call- 
ed disike. 





But despite the differences between | 
disike and its Western counterpart, the | 
two have a number of basic features in | 


common. Most striking is the 
emergence in Wuhan of a youth culture 
which is surprisingly similar in its es- 
sentials to the world portrayed in the 


film Saturday Night Fever — a film | 


which, needless to say, most local dis- 
ike devotees have never heard of. 
Every Saturday night, the streets fill 
up with young people on their way to 
the dance halls. Standard dress for the 
males is jeans with a sober jacket and a 
loud tie; the women opt for very tight 


Wuhan: bring on the dancers. 


denim or cotton trousers and bright- 
coloured sweaters cinched at the waist. 
Both sexes wear thick high heels, often 
capped by long-wearing metal heel- 
pieces which make a distinctive clop- 
ping sound at every step. 


he destination of all these clopping 

feet is likely to be one of the more 
than 30 dance halls which have opened 
to the public in Wuhan in recent 
months. Besides these public dance 
halls, many factories and colleges hold 
regular private dances; and some 
hotels give dances which well-con- 
nected Chinese are able to attend. Each 
dance hall has its own clientele and its 
own atmosphere: some are haunts for 
factory hands eager for a break from 








their daily work routine, and others а 
hangout for unemployed youth seeking 
to ease the tedium of their daily round 
of street-side pool games. Some dance 
halls are well-lit and attract serious 
(and often very skilled) dancers, while 
others are dark and smoky and appear 
to have as much action off the dance 
floor as on it. The music is generally 
live — most often dominated by the 
trumpet and the drums — and usually 
sticks to a standard repertoire which 
includes such rousing numbers as La 
Cuccaracha. 

If there is a single underlying theme 
to this multifarious world of dance, it 
is doubtless the unfeigned enthusiasm 
of the participants. From the workers 
in cheap cotton frocks to the high 
cadres' children in fancy fur coats, 
from the stumbling novices to the glid- 
ing experts, from the packs of strutting 
20-year-olds to the occasional middle- 
aged couple, all the dancers are clearly 
having fun. 

Indeed, disike means fun in Wuhan 
these days. Any entertainer — no mat- 
ter how inept — who begins to twist, 
shake: and gyrate to à 
disco beat is practically 
assured of drawing thun- 
derous applause from the 
audience. And as the 
International Mainland 
Band discovered, any 
performer who promises 
disike and doesn't de- 
liver is guaranteed to get 
a cold reception. Disike, 
in the words of the an- 
nouncer at another re- 
cent popular music con- 
cert here, “is the rhythm 
of the '80s." 

But if disco means fun 
for the masses, it means 


business fot entre- 
preneurs who are in 
tune with the current 
market-oriented econo- 


mic reforms. Throughout 
Wuhan, preparing peo- 
ple for the dance floor 
has become a small industry in its own 
right. For those with Rmb 6 to spare, 
the following poster offers a trendy 
way to spend it: *Cari you dance disco? 
Do you know the American, Japanese 
and Black styles? If you wish to learn 


proper movements, excellent style, 
various rhythms and popular steps, 
| please join our training class.” For 
those on tighter budgets, there are 


magazines which feature careful step- 
by-step illustrated explanations of 
how to do everything from dane- 
ing disike to organising a dance 
party 

One such magazine has the following 
tips on selecting music for dance par- 
ties? “All kinds of music should be 
played in certain proportions, with 


61 














` dance begins, 
= warm and happy 


— to add to the 
atmosphere." On 


a clear beat 






music which has 


should be played 


the issue of who 
initiates the 
dance, the maga- 
zine takes а 
liberated stand: 
“Usually the 
man asks the woman to dance, but the 
woman can also ask the man." 

Armed with such information, and 
dressed in their flashiest clothes, the 
youth of Wuhan flock to the dance 
halls. Admission to the dances — 





which last from about 7:00 p.m. until 





1 | 2 
Chinese magazine's disike dancing lessons: anything that doesn't involve touching. 


about 10:00 p.m. — usually costs 
about Rmb 0.80. Since many of the 
dancers are students and unemployed 
youth who have to make do on less 
than Rmb 30 a month, this admission 
charge is quite steep. Nonetheless, 
there are people who go dancing as 


Closing the doors on 


artistic autonomy 


By Jamal Rasheed in Lahore 
akistan’s most prestigious arts | 
institution, the National College of 


_ Arts (NCA) in Lahore was forced to 
` close down after members of Islami 
Jamiat-e-Talaba (IJT), a fundamen- 
talist student group, ransacked the 


principal's office and attacked staff 


— members. Founded in 1875 as the Mayo 


School of Arts, the institution ema- 
nated from the cultural renaissance 
that started in Bengal and gave Indians 
a new interest in traditional handi- 
crafts and design. 

The school remained primarily a 


` crafts college attached to the Punjab 
- Industries Department after the crea- 


` tion of Pakistan. When its name was 





changed to NCA in 1958 and it was 


| transferred to the Education Ministry, 


it opened its doors to students from all 


- over Pakistan as well as overseas. Its 
unique advantage is virtual autonomy: 


it has its own board of governors and 


| there was very little government inter- 
_ ference. The school currently offers 


four-year courses in fine arts, architec- 
ture, design and publicity. 

During the past decade both staff 
and students have waged an unsuc- 
cessful campaign demanding degree 
status from the government. Staff and 
students, in a show of solidarity un- 
common in Pakistani colleges, also 
kept out fundamentalist students who 
were more interested in disrupting 
campus life than studying. IJT stu- 
dents in other colleges attack the 
drawing and painting of the human 
body, want the Fine Arts Department 
abolished and criticise the co-educa- 
tional atmosphere of the NCA campus. 

The government recently circulated 
a draft ordinance among senior NCA 


"WT 


staff, which proposed granting degree 
status to the college by affiliating it 
with Islamabad University. The staff 
rejected this because of the subsequent 
loss of autonomy. “It would have made 
the NCA part of the bureaucratic set- 
up, involving teachers being transfer- 
red out of the college and government 
interference in the curriculum," à 
senior staff member said. 

Several staff members agree with 
this view. But the bulk of the students, 
mistrusting staff intentions, formed a 
Student Action Committee (SAC) and 
campaigned for both a degree and au- 
tonomy. The small IJT group in the col- 
lege insists on “a degree at any cost.” 
Students organising the SAC said that 
the jamiat wants affiliation because it 
would then aim to bring in its own 
teachers through the Education Minis- 
try and increase IJT enrolment in the 
NCA. 

In February, the SAC, with most of 
the student body behind it, decided to 
boycott classes in an attempt to force 
the government and the administra- 
tion to grant autonomous degree 
status. The jamiat went even further, 
attacking the principal's office on 4 
February. Staff and students insist 
that only three of some 30 attackers 
were NCA students. The rest were from 
other colleges. Two were arrested and 
sentenced to a year in jail by a military 
court. The college was closed down. 

The NCA has turned out generations 
of some of the finest artists in Pakistan. 
Many returned to teach at the college 
at some point in their careers. Other 
ex-NCA students became famous art- 
ists in Europe and the United States, or 
have carved out a name for themselves 












often as three times a week, every week, 

Why do they do it? Interestingly, no 
one this writer talked to mentioned the 
Western origin of disco as a reason for 
its popularity. According to a factory 
worker: “At the end of a day's work I 
like to go dancing because it relaxes 


in advertising in Pakistan. The NCA's 
prestige has depended, according to 
gaff and ex-students who were inter- 
viewed, on its autonomous status, its 
professional staff, high standards and 
the inability of the government to force 
changes in the curriculum. 

However, the process of Islamisation 
during the eight-year tenure of Presi- 
dent Zia-ul Haq has affected artistic 
creation. "We practise a sort of self- 
censorship now," said опе staff 
member. The depiction of women, 
especially nudes, is not encouraged 
and the NCA has had to battle hard to 
maintain its co-educational status. 
(The regime has already banned 
women from dancing and playing 
sports publicly.) Students also criticise 
some staff members for discouraging 
realism in art. 

Last year's top three graduates from 
the NCA epitomised the tensions and 
conflicts in modern Pakistani society 
by their art. All three were from back- 
ward and impoverished Baluchistan, 
which had never produced trained art- 
ists. Jamal Shah sculpted large female 
figures draped in the purdah, their 
faces weighed down with sorrow and 
despair. The sculptures created a 
sensation in Lahore. Akram Dost, a 
Baluch from a  nomadic tribal 
background, painted searing portraits 
of bowed figures, tied up or crushed 
under weights. Kaleem Khan painted 
the desolation of mountains and de- 
serts that make up Baluchistan’s land- 
scape. 


ll three are now teaching at Quetta 
University's recently opened Fine 
Arts Department. They admit it was 
only the NCA that gave them the 
chance to develop their talents, which 
otherwise never would have emerged. 
The problems artists face was well 
illustrated in Lahore. Iqbal Hussain, a 
young teacher and artist at the NCA, 
lives in Lahore’s old city where the an- 
cient Moghul Fort, the Badshahi Mos- 
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had a 

the girls in the office go out to dance 
because there’s nothing else to do.” 
And a college student who is an avid 
dancer said: “What I like about disike 
is that it gives me the chance to express 
myself, to express my feelings through 
dance. I don’t have to conform to any 
fixed pattern.” 

All this may sound vaguely subver- 
sive of China’s socialist morality. And 
many older cadres in Wuhan do look on 
the spread of disike with a wary eye. 
But thus far at least, popular music in 
China shows no sign of becoming the 
focus of youth protest as it was during 
the 1960s in the West. In fact, allowing 
the young to exhaust their tension, 
boredom, and need for self-expression 
on the dance floor might well be the 
best way to defuse any potential pro- 
test. п 


HISTORY 


Nixon kicks the facts around 


No More Vietnams by Richard Nixon. 
Arbor House, New York. US$14.95. 


ormer United States president 

Nixon is alleged to have once said, 
“America has a memory span of three 
days.” Whether or not that one-liner is 
apocryphal, in this, Nixon's fifth book 
since resigning from the White House 
in disgrace, he is clearly hoping that 
America has collective amnesia.. No 
More Vietnams is perhaps the sloppiest 
and intellectually laziest effort at re- 
visionist history of the US war in 


que (the largest in Asia) and ornate 
buildings are situated in a maze of nar- 
row streets and dirty bazaars. THe 
city’s musicians, poets, fakirs, trans- 
vestites and prostitutes also live there. 
For centuries this red-light area has 
been famous for its singing and danc- 
ing girls, trained to serve their rich, 
male customers — artistically and 
physically. Hussain has painted these 
prostitutes. “Madams” sit fat and 
bloated with a 
wine glass in 
one hand and a 
baby's milk bot- 
tle in the other, 
looking after the 
grandchildren 
while their 
daughters per- 
form for the cus- 
tomers. 

Last year Hus- 
sain tried to hold 
an exhibition — 
some 60 paint- 
ings in all — in 
Lahore's largest 
gallery, the gov- 
ernment-run Al- 
hambra Arts 
Centre. The ad- 
ministration re- 
fused because it 
showed women 
from "that area" 
whose heads d 
were not covered | Lahore: a narrow view. 
by the dupatta 
(the scarf that women wear over their 
heads with the shalwar kameez, the 
traditional Punjabi dress). Hussain's 
paintings were barred. He held the 
exhibition on the pavement outside 
Alhambra until the police came and 
cleared the paintings. This year his 
portraits and beautiful landscapes of 
the city,and its outlying areas, have 
been exhibited at the Alhambra, but 
only ra years campaigning ang 
petitioning — as well as articles in the 
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press — by almost every well known 
Pakistani artist. Hussain is not bitter 
but insists he will continue painting in 
a realist manner. 

The official media promotes the art 
of calligraphy — verses from the Koran 
embellished and adorned and some- 
times created with not just paint or 
ink, but every conceivable kind of 
material. Ministers regularly open cal- 
ligraphy exhibitions but few would 
dare go to an 
exhibition such 
as Hussain's. 
Artist-teachers 
at the NCA insist 
that though cal- 
ligraphy is part 
of the Islamic 
heritage in the 


only one and too 
much calligraphy 
can become im- 
mensely boring. 
“If we are to 
deny every artis- 
tic achievement 
since the birth of 
Islam, then we 
would be deny- 
ing our own heri- 
tage as well as 
going against the 
grain of Islam, 
which insists on 
the pursuit of 
knowledge," said 
one NCA member. 
Some artists play it safe by avoiding 
realism and painting abstract art. 
Others purposely avoid anything con- 
troversial and have become what one 
artist called, "drawing-room painters, " 
mild enough to hang up in expensively 
fitted drawing rooms, It is true that art 
has not yet come under the kind of gov- 
ernmental.and Islamic scrutiny which 
other cultural forms such as dancing 
have, but artists are fearful that it is 
only a matter of time. n 


arts, it is not the | 








Indochina to date, unfettered by any 
footnotes or index 


Certainly, even Nixon has a right to © 


peddle his views in the marketplace 


and the book's well-publicised release ^ 


on the 10th anniversary of the fall of 


Saigon is hardly a coincidence. But the — 


consumer shóuld be advised that this 
slim volume barely qualifies for the 
category of “non-fiction.” It is а Te 
markable venting of spleen, an exer- 
cise in self-justification in which 


everyone is to blame but the author 


himself 


The book is a polemical version of - 


the history of the US experience in In- 
dochina from World War II to the pre- 
sent, with some sagacious tips as fo 
how to prevent future such calamities. 
Nixon's thesis is: “We won the war in 
Vietnam, but we lost the peace." This 
occurred, says Nixon, because con- 
gress “snatched defeat from the jaws ОЁ 
victory.” Although many remember if 
abit differently, Nixon argues that the 
Paris accords would have been suff 
cient to maintain the balance of power 
between North and South Vietnam, 
had congress not cut off aid " 


With a combination of his imagiña. 
tion and 20/20 hindsight, Nixon prot” 
vides a rendition of the mistakes made _ 
Dwight - 


by his predecessors 
Eisenhower, John Kennedy ard 
Lyndon Johnson. Ike made "our first 
critical mistake in Vietnam,” says 
Nixon — not intervening on the side of 
the French at Dien Bien Phu. An "ob- 
sessive fear of associating with Euro- 
pean colonial powers," says Nixon, 
“blinded successive administrations” 
to the “very simple fact: communism, 
not colonialism, was the prindi- 
pal [italics in original] cause of the war 
in Indochina," As underestimating 
Third World nationalism has belh One 
of the key sources of the failure of US 
policy in the Third World, there i'a 
particular irony to such logic f 


Sin, citing the , oft-quated 
comment of Eisenhower that Ho 
Chi Minh would have won 80% of the 
vote in an election, Nixon rebuts that 
the comment has been misinterpreted, 
and that since elections would have 
been held in 1956 rather than 1954 at 
the time of the fighting, Ho would'not 
have fared well, Kennedy's mistake 
the author tells us, was the coup 
against Ngo Dinh Diem, whom Nixon 


elevates to,a status just short of saint- — 






hood. Although Johnson increased 
number of US combat troops T 
16,000 to 550,000 under his tenure, Е 
too, made a fatal error in the world ac- 
cording to Nixon by refusing to gi“. 
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als conducting the war carte |,[ 
blanche to bomb Hanoi into oblivion. 

Nixon, however, has no apologies for 
his “bomb-and-negotiate” policies 
which caused the deaths of an addi- 
tional 15,000 US soldiers and pro- 
longed the war for four more years — 
all this leaving aside some 539,000 ton- 
nes of bombs dropped on Cambodia 
alone, and several hundred thousand 
Vietnamese deaths during Nixon's 
tenure. 

To explain how his utterly successful 
policies were undermined by a weak- 
ened congress, Nixon engages in some 
interesting historical sleight of hand. 
To begin with, he grossly underesti- 
mates the tenacity of the Vietnamese 
communists, overestimates the viabil- 
ity of the Saigon government, and 
perhaps most deceptive of all, plays 
down the extent of popular opposition 


to the war. 


To do this he has, in some instances, 
even rewritten his own version of his- 
tory, as recounted in his 1978 memoirs. 
For example, in this book, Nixon says 
that by November 1972, “Vietnamisa- 
tion had worked" and the North Viet- 
namese army was in shambles. But in 
his memoirs he wrote about the same 
period that "the real problem is that 
the enemy is willing to sacrifice in 
order to win, while the South Vietnam- 
ese aren't willing to pay that much of a 
price." 


imilarly, Nixon simply refuses. to 

accept historical evidence that fails 
to reinforce his beliefs. One point on 
which there is almost universal agree- 
ment is that the Gulf of Tonkin inci- 
dent, which provided the rationale for 
Johnson to deepen the war, was a ruse 
to create a pretext for large-scale US 
involvement. Nixon, however, writes: 
“While some respected military obser- 
vers have questioned whether the at- 


tack took place, I have concluded that 


it did." 

On two other key issues — the Paris 
Peace Accords and the Lon Nol coup in 
Cambodia — Nixon once again plays 
fast and loose with the facts. He insists 
that the accords, “tacitly required the 
‘enemy to withdraw." дө не as you 
will, there is nothing in the accords 
mandating such action. In regard to’ 
the coup which depdsed Prince Nóro- 
dom Sihanouk, Nixon insists that the 
coup came "as a complete surprise to 
us." But in William.Shawcross' book 
Sideshow, the author cites numerous 
documents, including a CIA report 
dated five days before the coup enti- 
tled Indications of а Coup 'in' Cam- 
bodia. 

Nixon's book is peppered with at- 
tacks on the media, which, according 
to the new conventional wisdom; were 
amajor reason the US lost the war; But 
apart from broadsides such as that the 
news media's *views were completely 
out of step with the country," and “res 
porters . |). missed’ the big ‘picture, 
Instead they focused on isolated; 
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dramatic events,” 
Nixon identifies 
few particular 
stories ог re- 
porters by 
name. 

In his sweep- 
ing indictments, 
one gets the feel- 
ing that the au- 
thor is so com- 
fortable with 
prevalent neo- 
conservative 
views that he 
can simply coast én them. At one 
point, he links virtually every poli- 
tical development in the Third World 
to the US failure in Vietnam, after 
which, “the Soviet Union and its pro- 
xies licked their chops and ‘gobbled 
up South Yemen, Ethiopia, Angola, 
Mozambiqüe, Afghanistan and Nitara- 
gua, and“ the 'Ayatollah's mullahs 
plunged ‘Iran into the Middle Ages." 
What Vietnam had to'do with the fail- 
ures of Portuguese colonialism: that 
produced leftist rebellions in its Afri- 
"ean colonies certainly’ ‘remains to be 
“proved. (In fae? Some’ of the" Afri- 
сат “guerilla groups" received оге 
aid from China ' ап the Soviet 
Union.) 


Con. in varying degrees from 
country to country, Soviet support 
was un important factor in effecting po- 
litical change in thé various Third World 
cases NUT ¢ites? But have they been 
“lést to the West” às Nixon argues? 
Gulf Oil'is'ümainstay of the Angolan 
econoniy, the administration of Presi- 
dent Ronald Réágan has excellent rela- 
tions with Mozambique, and South 
Yemen) Marxistas it may claim to be, 
works gs “élosely’ with conservative 
Gulf monarchies as with Moscow. The 
extension of thé'démino'theory (what 










Nixon's farewell; B52 cargo; peace talks: و‎ еч policies. 


about the Southeast Asian “dominoes” 
— Thailand, Malaysia, Indonesia, etc 
— which are doing quite well, thank 
you?) ad infinitum in a US-Soviet 
Union zero-sum game may entertain 
Reagan loyalists, but it simply does not 
fit the facts. 

Ironically, despite Nixon's recent ef- 
forts to pass himself off as a Reaganite, 
his conclusions reveal him to be ever 
the establishment, conservative, prag- 
matic Republican. The US and its al- 
lies, Nixon tells us, must launch a 
“bold and generous . . . peaceful rev- 
olution for progress in the "Third 
World." Despite ubiquitous Soviet 
meddling, Nixon argues that "hawks... 
must recognise that there are economic 
and political causes of revolution." 
Doves, he says, must be less starry- 
eyed about the Third World and not 
only help those with human-rights 
standards they approve of, but also the 
dictators who are the "lesser evil" 
compared to communists. 

Theright doses of aid along with pri- 
vate investment, and a presidency free 
from the scrutiny of the media and un- 
checked by congressional restraints, 
Nixon tells us, is the post- Vietnam for- 
mula for success. There are, one sus- 
pects, few takers for his advice.’ 

— ROBERT MANNING 
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A testament to romance 


The Saga of Dazai Osamu by Phyllis |. 
Lyons. Stanford University Press. No 
price given. 


apanese, especially voung Japanese, 

tend to feel romantic about their 
novelists. There is nothing better for a 
writer's reputation than a tragic death 
in the prime of life, particularly a 
suicide, or even better a double love 
suicide 
seppuku was too gory and histrionic 
for many people. The perfect romantic 
author's death was the love suicide 
(with one of his mistresses) of Osamu 
Dazai. They threw themselves into a 
canal in a Tokyo suburb in June 1948, 
when he was 38. People still make pil- 
grimages every year to throw flowers 
into the canal. 

Dazai, despite — or rather because 
of — his popularity with the romantic 
young, is often disdained in literary 
circles as a bit of a lightweight, not in 
the same class as, say, Kawabata or 
Tanizaki. (Unlike Lyons, however, this 
reviewer does not believe that the dif- 
ference between Dazai and his more il- 
lustrious colleagues is that he "writes 
about real people.") But even if his 
work does not quite merit a place in the 
highest echelons of world literature, a 
writer as popular in his own country as 
Dazai deserves to be better known. At 
the very least it is interesting to know 
why he is so popular. 

In this respect Lyons has done her 
readers a great service. Her aim, as she 
puts it in a rather Californian manner, 
is "to draw readers into a more inti- 
mate relationship with Dazai ы 
Rightly, therefore, she has concen- 
trated not on his most famous novels 
(The Setting Sun and No Longer 
Human), but on his autobiographical 
writings, which she collectively enti- 
tles “The Osamu Saga.” 

The Osamu Saga is a kind of testa- 
ment, written in the span of about 15 
years in a rambling, colloquial style, 
half fiction, half essay — a style known 
in Japanese as zuihitsu which is 
most difficult to translate. Lyons' ap- 


proach is to stick closely to Dazai's | 


often peculiar syntax, while sprinkling 
the text with contemporary American 
slang. So in the midst of rather stilted 
English sentences people "get pissed 
off,” “get plastered” or are addressed 
as "you guys." This is not an entirely 
happy rendering of Dazai's prose. 

In explaining Dazai's popularity in 
Japan, Lyons points out that Dazai 
"was. archetypically Japanese." She 
argues this persuasively. Like many 
Japanese males he had something of a 
mother-complex, given to shows of 
childlike dependency. He was forever 
looking for emotional reassurance by 
demanding histrionic demonstrations 
of sacrifice from his lovers — he at- 
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- Yukio Mishima's death by | 








tempted a double suicide with two 
women before finally succeeding in 
1948. But more than being a typical Ja- 
panese, he was a typical Japanese 
20th-century writer. Here Lyons is less 
illuminating. To mention but one com- 
mon characteristic, she points out but 
does not adequately explain why so 
many modern Japanese writers com- 
mitted suicide. 

One could think of several reasons. 
Many modern Japanese writers fol- 
lowed the Western 
romantic tradition 
of expressing their 
"selves" rather 
than being 
storytellers or 
chroniclers as was 
the classical Ja- 
panese tradition. 
Although indi- 
vidualism has led 
to some hysterical 
straining among 
the more extreme 
Western roman- 
tics, many of the 
better writers at- 
tempt to express a 
personal, but inte- 
grated view of the 
world, which goes 
further than mere 
self-obsession. To 
do this success- 
fully, powers of abstraction 
are necessary. 

Abstract thought, trans- 
cending pure ego, is something 
that Japanese in general, and 
Dazai in particular, view with 
some suspicion. As Dazai put it 
in one of his fiction/essays: "I 
don't have any such thing as 
‘thought.’ Only likes and dis- 
likes." This is why so many so- 
called "I novels" (meaning 
novels expressing the artist's 
self) are rambling, self-obsess- 
ed chronicles of daily trivia. 
Naturalism and romanticism, 
in other words, are combined 
in the same works. I novels are 
























real life. The Japanese tend to define | 


their self as part of a larger group. 
Maturity to a Japanese usually means 
merging with the collective whole, 
Group security is often paid for by so- 
cial constraints, lending a melancholy 
air to private feelings expressed im 
say, Japanese poetry, or in a bar, The 
Western interpretation of maturity lies 
precisely in the autonomy of the indi- 
vidual 

This can be probiematic for the Ja- 
panese novelist, who makes a living by 
concentrating on his or her self. Such 
novelists, as in the West, have to sepa- 
rate themselves from the group, to see 
themselves clearly. In Japan, wherethe 
group is the main 
psychological sup- 
port, this split be- 
tween self and 
others can cause 
unbearable anxie- 
ty. Dazai, in the 
Osamu Saga wrote 





about little else 
He felt different 
from his family, 
| separated from 
them, behaved 
abominably to 
| them, but ulti? 
mately could not 





always confessional. And the 
confessions are frequently of a highly 
adolescent nature. 


| п her discussion of the I novel Lyons 
quotes a Japanese critic, speaking of 
“the inability of Japanese to under- 
stand what the West means by the 
self...” The search for self in the Ja- 
panese novel, as with many obsessive 
pursuits, often leads to a kind of 
psychological cul-de-sac from which 
the writer knows no way out. Like 
adolescents everywhere, I novelists 
spend much energy catching their own 
shadows. 

What is true in literature is true in 





live without them. In a profound sense 
his relationship with his family is like 
the relationship of most I novelists 
with Japan. Tragically often, suicide 
appeared to be the only way out 
Despite an irritating fondness for 
such psychological jargon as "interior- 
ity" (whatever that may be) and a less 
than graceful style of translation, 
Lyons has admirably charted a typical 
Japanese novelist's literary and real 
dance with death. Those who wish to 
read more by Dazai should turn to the 
admirable translations of his work by; 
among others, Donald Keene and Ed- 
ward Seidensticker — IAN BURUMA 
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Nakasone buys an italian tie at a Toky mport-promotion fair: appeal to A consumers. 








Washington faces up to its self-inflicted trade handicaps 


US bites the bullet 


By Nayan Chanda in Washington 


fter months of intense pressure 
Д Japan to remove barriers to 
American exports, Washington 
has finally taken a step towards re- 
medying its own budget deficit and the 
currency misalignment which have 
seriously aggravated its trade prob- 
lems. In a new budget proposal un- 
veiled on 24 April, President Ronald 
Reagan has called for a phased deficit 
reduction of US$300 billion over three 
years beginning with US$52 billion in 
1986. It is expected the reduced budget 
deficit would lead. to lower. United 
States interest rates and depreciation 
of the high-flying dollar. 

According to the president's Council 
of Economic Advisers, 65% of the 
global US trade deficit is due to the 
strong dollar whilein the case of Japan 
it is-estimated to be 50%. In other 
words, if the value of the dollar in.1984 
had been: at levels based on; trade 
rather than financial pressures, the 
US’ US$36.8 billion trade deficit, with 
Japan could have been halved. Such 
advice; mounting. pressure from. con- 
gress and industry and Japanese calls 
for action on the financial front, have 
finally moved the administration ,to 





the dollar, “a gradual weakening is not 
something we would tear our hair out 
about.” 

Administration sources said that 
during the summit of leading indus- 
trial nations in Bonn in early May, 
Reagan would point out his budget- 
cutting action to Japanese Prime 
Minister Yasuhiro Nakasone as evi- 
dence of reciprocal US action in curb- 
ing the trade deficit. In recent high- 
level meetings, including Japanese 
Foreign Minister Shintaro Abe's meet- 
ing with US Secretary of State George 
Shultz in Washington in April, Japan- 
ese officials have stressed the need for 
bringing down interest rates and de- 
flating the dollar. 

The Japanese argument, for. fiscal 
and monetary measures, has been 
further strengthened because of.the 
renewed. , US...demand that : Japan 
liberalise its capital, markets. One ef- 
fect of such. liberalisation, however, 
has been, the increased flow,of Japan- 


| ese capital to the US market to take ad- 


seek а weakening of the dollar..So far | 


Reagan has presented the strength of 
the dollar as evidence ofthe world's 
confidence in the US — as a proud eco- 
nomic indicator of “America standing 
tall." In a cautious shift from this posi- 
tion Treasury Secretary James Baker 
announced that while the US would 
not like to see a precipitous decline in 
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vantage of high interest rates, Last 
year, long-term Japanese capita]. flow 
tothe US. was US$35 billion: and it is 
estimated to. rise.to US$40 billion in 
1985. The effect of the capital flow has 
been to.further.boost the.dollar and 
make US products even. less; competi- 
tive, ‚ 

The president's, proposal..to. reduce 
the. deficit, by cutting essentially non- 
defence. spending, howeyer, will face 
strong i opposition. in. the. Democrat- 
dominated House of Representatives 











Even if the cuts are accepted, the effect 
they would have on the dollar is still a 
matter of speculation. While the pre- 
dominant view is that a lower deficit 
will lead to a fall in interest rates and 
the dollar, some economists hold that a 
move to reduce the budget deficit may 
actually increase confidence in the US 
economy and keep the dollar high. 
While congress debates the budget 
proposal, the clamour for punitive ac- 


STRAINING A 
FRIENDSHIP 


0 mit between United States Presi- 
dent Ronald Reagan and Japanese 
Prime Minister Yasuhiro Nakasone 
in January, as pressure was building 
up for a strong US response to Japan- 
ese protectionism, Reagan personally 
took the lead to defuse public outery. 
"How can I get tough with. a. very 
good friend?” he said, referring to 
Nakasone, whom he calls by the 
familiar “Yasu.” “He has some of the 
same problems I do — he has some 
people in government who don't al- 
ways agree with what he's trying to 

о. 

But in March, when the call for 
retaliation against Japan,, reached 
a fever pitch, Reagan was, silent. It 
is commonly assumed that, without 


1985 e FAR EASTERN ECONOMIC REVIEW 


" 











Reagan: limits to stemming protectionism. 


greater access to the 


telecommunications 
market. 
The recent US 


furore over Japanese 
protectionism has 


non-tariff barriers, 
but also on the long- 
standing cultural 
barrier and insuffi- 
cient American effort 


panese market. 

US officials admit 
that Japan has pared 
the number of items 
subject to quota re- 
strictions, 450 at the 
end of the 1960s, to 27 
now. This compares 





tion against Japan seems to have quiet- 
ened down a bit. Nakasone's recent ap- 
peal to Japanese consumers to buy for- 
eign goods and the removal of restric- 
tions on telecommunications and phar- 
maceutical imports have been hailed by 
the US administration and cautiously 
welcomed by American industry. "It's 
really revolutionary what they [the Ja- 
panese| have done in telecommunica- 
tions deregulation," noted a senior ad- 
ministration official. Japan had prom- 
ised to review its telecommunications 
standards in 60 days, but the agree- 
ment with the US was reached in just 
four days. The 53 standards that the 
exporter had to meet on telecommuni- 
cations equipment has been reduced to 
20, eight of which have been further 
modified to allow the US companies 


a wink from the White House the 
Republican Party-dominated senate 
would not have passed a unanimous 
resolution calling for harsh measures 
against Japan. 

In a further symbolic gesture of 
presidential pressure on Nakasone, 
National Security Council aide Gas- 
ton Sigur and the president's special 
trade envoy Lionel Olmer (who is 
under-secretary of commerce for in- 
térnational trade) were sent to Japan 
ón the eve of the 1 April deadline for 
telécommunications — deregulation. 


The pressures have resulted in sub- | 


Staritial concessions, but they seem to 
háve left a bitter taste in thé Japanese 
mouth. 

i as the famous Ron-Yasu relation- 
sh 
that Nakasone has taken consider- 
able political risk in making the plea 
to'tHe nation to buy foreign goods, 
bit Reagan has made no matching ef- 
fort to curb protectionist pressure, 
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reached its limit? Analysts note | 





with quotas on 23 
categories in the US and 46 in France. 
The high Japanese tariffs on processed 


wood products, tobacco and chocolates | 


are resented, but after the latest 
negotiated reductions Japan's average 
tariff on industrial imports will be 
2.8% compared with 4.4% in the US 
and 4.7% in the European Economic 
Community. 


illiam Niskanen, until recent- 
| ly a member of Reagan's Coun- 


cil of Economic Advisers, said 
that mounting criticism of Tokyo is 
largely due to Japanese companies 
being “such formidable competitors” 
and they also reflect “implicit racism.” 
But attempts to force Japan to treat US 
firms in the same way as the Japanese 
firms are treated in the US, he said, is 


“The sight of a Japanese leader ap- 
pealing on national television be- 
cause of pressure from the United 
States," said Michael Chinworth of 
the Japan Economic Institute, “might 
eliminate one of his strongest reasons 
for remaining in office: his good 
working relationship with leaders in 
[the US]. If Nakasone is thought to 
have caved in to American demands, 
or lost control over the relationship. 
his standing in the political realm 
may falter." 

Senior administration officials, 
however, deny that Nakasone's posi- 
tion within the ruling Liberal Demo- 
cratic Party has weakened in a signi- 
ficant way because of his conces- 
sions. "Some people in his party 
would like to take his job. So, what's 
new?" asked one official mockingly. 

In some ways there are more expec- 
tations surrounding the personal 
relationship on the US side than in 
Japan. Used to a presidential system 


helped to focus pub- | 
lic attention not only | 
on Japan's tariff and | 
| foreign goods. A Japanese habit thal 


to penetrate the Ja- | 








| otherwise] boil over," said one trade 





ECONOMIC RELATIONS 





unrealistic and undesirable because M 
essentially seeks to another na- 
tion to adhere to US laws and social 
customs 

Some of the more thoughtful 
ficials and observers are acknowledge 
ing the social and cultural differences 
that underlie Japanese resistance to 
American, or for that any 


force 


US of- 


matter 


frustrates the Americans is their pro- 
pensity to save rather than to consume 


| Gross private saving in Japan is more 
than 30% — which is 50% higher than 
the average in other Organisation of 


Economic Cooperation and Develop- 
ment countries. Net Japanese saving 
(after depreciation) is 16% in Japan 
compared to only 2% in the US. This 
rate of saving means low consumption 
and a net increase in exports. In a yes 
cent speech Shultz urged Japan 10 


open investment opportunities ‘which 
would be one way to use such resources 
and reduce the pressure to export 

Paul Wolfowitz, the US assistant 


secretary of state for East Asian and 
Pacific affairs, noted that more 
than a century “the attitude has de- 
veloped that Japan will import only 
what it does not have raw materials 
which it needed, or products it doesnot 
make. For other items, the preference 

then as now was for local manus 
factures." In addition, he said, many 
Japanese are convinced that direct ime 


tor 


| ports are not suitable for the average 


Japanese: the fit and finish of the pros 
ducts will be unacceptable; instruc 
tions will not be in Japanese, and pure 
chasers may not be able to have pros 
ducts repaired. "This inability of the 
Japanese, including many government 
officials, to think of foreign produets 


and personality-based politics, Ame- 
ricans expect Nakasone to be more 
powerful than he is. But Reagan, too, 
has limits on how much he can do in 
stemming protectionism while fight- 
ing for higher defence spending. 

“Much of thé congressional anger,” 
noted an observer, “is aimed at Japan 
because they have been unable to 
push the executive branch towards a 
balanced budget and bringing down 
the dollar.” Reagan cannot stick up 
for his friend, Yasu, without taking 
fiscal and monetary measures to 
pacify an irate congress. 

However, both officials and inde- 
pendent observers warn against pre- 
maturely writing off the personal 
friendship. "There is no question that 
the Ron-Yasu relationship acts as a 
lid on the pressures that [would 


analyst. “If things got out of hand 
Reagan would surely have inter- 
vened." — NAYAN CHANDA. 








opening the market," Wolfowitz 
d 







carve out a niche іп the Japanese mar- 
ket. As Swanson points out, the US 
practice is to have a strategy with a 
time-table and dollars and cents at the 
bottom of the line. Profits are calcu- 
lated at the end of a quarter. "If I were 






major problem has been the failure 
American companies to make a 
ng-term commitment to the Japan- 
e market, and adapt products to Ja- 
inese taste. It is not surprising that 
















































nvisible hurdles 


Western companies find many of the informal bars to trade ^ 
Japan are not affected by market-opening packages 


Charles Smith in Tokyo 
pan boasts the non-communist 
world's second-largest market. It is 
compact and homogeneous com- 
y, with 120 million people all 
eaking the same language packed 
ога territory not much bigger than 
itain: Despite these advantages, “ап 
ful lot of foreign ships have run onto 
rocks in Tokyo Bay,” as one veteran 
orter put it. 
Only about five of the top 22 con- 
er-durable manufacturers in the 
ed States are actively and success- 
exporting to Japan today, while 
ir have withdrawn from the market 
half a dozen or so havenever tackl- 
at all. The record of medium-sized 
5 well as European) companies is 
more dismal, suggesting either 
there is something uniquely dif- 
ult about selling in Japan, or that 
stern businessmen have a "hang- 
about the market. According to | 
rketing consultants in Tokyo who 
re interviewed by the REVIEW in the 
after the release of Japan's latest 
pening package, it is actually 


which plan their marketing strategies 
correctly may have to face the fact that 
entering the market means diluting the 
profits the company would have 
earned if it had stayed home — or 
tackled easier overseas markets. 

Inthe very long run, however, the Ja- 
panese market can offer rich rewards, 
Fields conceded. Nestle, the Swiss- 
based food multinational which claims 
to have been in Japan for 70 years, is 
believed to be the most profitable pac- 
kaged-goods manufacturer operating 
in the Japanese market, as. well as one 
of the largest, with estimated sales of 
around US$1 billion a year. ; 

On the question of what it. takes to 
succeed — ог fail — in the Japanese 
market, the consultants . seemed 
broadly in agreement, though with 
significant differences of emphasis on 
details. Point one, according to all 
market insiders, is that the status of. a 
foreign company in its homemarket or 
in other overseas markets means no- 
| thing when determining its.chances of 
| success in Japan. The Japanese market 
offers many examples of : companies 
| 





ierican:companies are afraid 
nese market, in the view of 
leston; an: American trade 
{мо specialises in the fi- 
d services: sectors. He: feels 
ris based on the impact that a 
ttempt at penetration.can.have 
eir company's profit rating (and | 
ps.even. on their own. jobs). Ac- 
rding-to.George Fields, an Austra- 
marketing expert who heads ASI 
et. Research, арап (а company 
ich has been retained by six of the 
„175 durables manufacturers to 
se о. the. Japanese пч this 


markets outselling: market: -leaders 
from the same «country. (the: reversed 


two top US razor-blade makers, :Gil- 
lette. Co. and Schick, is an. often-cited 
example). "T 


second point is that many Western 

manufacturers.of consumer goods 
whose. products dominate their. home 
markets may never beable topenetrate 
the. Japanese. market. fot quality 
reasons. The case ofa: well-known 
European maker of luxury:cars, whose 
Japanese import. agent had tome-spray 
every: vehicle shipped into- Yokohama 
because the paintwork failed tomatch 
Japanese::standárds;- illustrates: this. 
The:company in: question could:have 
brought. its.products up-to scrateh.by 
working: on: them: individually: once 
they had arrived indapan, but the cost 
of: doing so маво Вр that: the:cars 
would: have: priced: themselves out of 
even the luxury end of the market. 





ou hold produets maket; lost 
an 1-US$150. milhon trying-to 
; nese: detergents | 
2145, Jargely 


ts produc 8 eee Trom those of 
trenched Japanese “manufacturers | 
uch as Kao Soap. Even companies 









that hold small shares. of their/home | 
| ble nappies learned this the hard way 
| when its market share slipped. from 
position in the Japanese market. ofthe | 











in terms of capital and personnel. iol 






tant to tatlor their produets to the Ja- 
panese market. A glaring example is 
the factthat American carsexported to 
Japan still have left-hand steering, 
unsuitable to Japanese traffic rules. 
Technical instruments are often 





WHO DOES WHAT IN JAPAN 


(Top 20 US consumer-durable makers 
as listed by Fortune) 





Note: The list describes export activity, ex- 
cept in the case of Xerox which is in a joint 
venture for local manufacture, Companies 
which have acquired capital stakes in Ja- 
panese manufacturers but which are absent 
from the market as exporters are listed as 
absent, 

Source: ASI Market Research. 





Companies. with unique concepts 
can expect to succeed in the Japanese 
consumer market, provided there iso 
clash with Japanese cultural values. 
But even then it may take more effort 
to sustain a position in Japan than to 
build up from zero elsewhere. An Ame- 
rican manufacturer of babies’ disposa- 


RO 


100% to around 15%, as half a-dozen 
Japanese firms muscled in with copies 
of the original product — with im- 
provements the American сотрапу 
had not thought of. 

For companies that have the. right 
product -— and are prepared to stay the 
course (which may mean waiting up to 
five years for a return on the original 
investment in promotion) — the:next 
question is how to sell in Japan. On this 
point-the experts offer conflicting ad- 
vicé. According to Fields, it can: be 
fatal to try toshort-circuit the complex 
network: of primary, secondary: and 
even tertiary wholesalers who °nor- 
mally distribute imported goods (each 
one adding a handsome mark-up on 
the-way). because this-will upset the es- 
tablished pattern of relationships De- 
tween distributors and risk a boycott 
of the product concerned. 

icLacidno Cohen, the former h 









marked in inches and feet rather than 
in meters. US consumer products often 
have a small Japanese sticker while the 
label is in English. Cans of American 
fruit products come in bigger sizes 
than preferred by the Japanese. As an 
example of the incompatibilities that 
hamper trade, an administration offi- 
cial said that even if the Japanese re- 
duced tariff on plywood it may be dif- 
ficult for American companies to get 


Olivetti's Japanese operation and now 
the president of PMC Consultants (a 
company specialising in solving the 
problems of European importers) dis- 
agreed. Cohen said that a Western ex- 
porter must gain control of the pricing 
of his products if heis to have a chance 
of success in the Japanese market, and 
must therefore deal directly with re- 
tailers. He cited his own success in 
building a dominant position for 
Olivetti portable typewriters through 
direct sales to retailers, as an example 
of this rule. Companies which do not 
sell direct (or become strong enough to 
be able to dictate to wholesalers in 
some other way) are liable to find their 
products priced at levels where they 
can only expect to sell to the very rich, 
Cohen warned. 

Another tricky marketing problem is 
TV advertising, largely because of the 
different ways in which Japanese and 
Western consumers react to the “hard 
sell.” According to Fields, American 
companies which have applied to 
Japan the principle of telling the con- 
sumer what is good about their pro- 
ducts and leaving it at that have almost 
all come to grief. Japanese TV adver- 
tisements normally try to create an 
aura around the product rather than to 
convey information, because Japanese 
consumers are too sceptical to believe 
facts that are presented to them di- 
rectly by the manufacturer. The key to 
getting the formula right is to take ad- 
vice: from experienced people on the 
spot. But marketing managers based in 
Chicago or Boston all too often take the 
line that what has worked elsewhere in 
the world must also work in Japan. 


f a Western manufacturer has a good 

product which it has successfully 
adapted to meet Japanese tastes, and 
which is being marketed in the right 
way either by luck or good manage- 
ment, the next problem is what to do 
about "blocking" by Japanese com- 
petitors. Examples of mutually com- 
petitive Japanese companies getting 
together to keep foreigners (oreven Ja- 
panese newcomers) off their turf can 
take many forms. A classic blocking ef- 
fort cited by Huddleston was the at- 
tempt by one of the "big five" Japanese 
city banks to persuade the other four 
not to handle the accounts of American 
Express! card-holders when the com- 
pany was preparing to launch its Gold 
Card in 1982. 

Other blocks can include letters to 
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into the Japanese market because 
the Japanese'tatami size is 3 ft by 6 ft 
while US plywood comes in 4ft by 8 ft 
sheets. 

These examples, while pointing to 
some obvious difficulties, do not ex- 
plain the relative lack of American 
success. While in recent years enor- 
mous progress has been made in mod- 
ernising the US steel and car sectors 
and streamlining management, trade 


experts acknowledge that US com- 
panies would have to increase produc- 
tivity, adapt quality to foreign markets 
and generally be more export-conset- 


ous in order to make serious headway 
in Japan. Pointing to the recent fury of 
US criticism of Japan, an academic ob- 
server quoted Mark Twain: "People 
never blame themselves for their mis- 
fortunes unless they have exhausted 
all the possibilities. " п 





WRAPPED IN RED TAPE - 


J apan has the lowest average tariffs 
of any advanced industrial coun- 
try and imposes fewer quotas on non- 
agricultural imports than the United 
States and most European countries. 
Despite this, the maze of red tape 
which constricts certain types of im- 
ports continues to bewilder foreign 
manufacturers. Among many possi- 
ble examples: 

» The Japanese Food Sanitation 
Law, which is administered by the 
Ministry of Health and Welfare, re- 
quires importers of food, food-pro- 
cessing’ machinery, food-packaging 
materials and toys to "notify" the 
ministry of each shipment. Since no 
shipment can be cleared through cus- 
toms without a stamped certificate of 
notification, the system in effect is 
one of case-by-case approval. 

» -Efforts to persuade the ministry to 
accept periodic instead of case-by- 
case notification of imports of canned 
or bottled foods have so far failed. So 
have attempts (by Japanese as well as 
foreign’ eompanies) to argue that 
there is no néed to notify the ministry 
on imports of products such as hops 
or soyabeans, which are processed 
into food products that are: them- 
selves subject to ministerial checking. 
Certain types of: food-processing 
machinery, such as bread-making 
machines, are inspected by prefec- 
tural governments as well as by the 
ministry: 

» The ‘content. of юнеййїъај sub- 
stances’ lin“ food ‘or other: products 
brought into Japan is regulated by a 
law administered by the ministry. 
Like similar laws in other countri« 

it: lists ^ "specified ^chemical - 
stances” which canbe used by manu- 
facturers: without case-by+case ap- 
proval. The list includes about 25,000 
items -compared with some 50,000 
listed in.similar laws:in the West. 

» Japanoperates a bonded manufac- 
turing system designed-to facilitate 
the use of imported :compónents or 
materials in goods destined for sub- 
sequent export»: The tawo requires 
companies) making bonded ‘goods to 
submit -statements ;itemising': each 
component to; the Ministry of Fi- 
nance, even when the factories using 
the re ате сөңге) solely: for 








export. The paper work involved ef- 
fectively discourages use of the 
bonded system — and hence, the in- 
corporation of imported components 
in Japanese exports. 

> Although Japanese tariff levels on 
most types of machinery have been 
reduced to zero or to nominal levels, 
higher tariffs are levied on separately 
imported components. The system 
functions as a barrier against the im- 
port of machine tools and other types 
of industrial machinery produced in 
Europe and the US. 

» Japan requires that all plant bulbs 
imported from the Netherlands 
undergo a one-year quarantine 
period in Japanese soil before being 
released to the domestic market. The 
Ministry of Agriculture justifies this 
rule by pointing out that Japan itself 
is à major exporter of bulbs. Because 
of this it has *a responsibility" to en- 
sure that home-grown bulbs are free 
of infection from imported viruses. 
Following a recent meeting between 
Dutch Prime Minister Ruud Lubbers 
and Japanese Prime Minister Yasu- 
hiro Nakasone, the Ministry of Ag- 
riculture agreed to send health in- 
spectors: to study the conditions 
under which bulbs are raised in Hol- 
land. — CHARLES SMITH. 
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rumours about the financial viability 
of an importer or — simply — pressure 
on bureaucrats for changes in the rules 
governing imports. A Danish. company 
which had successfully begun to deve- 
lop a market in Japan for a high-pres- 
sure hot water cleaner found itself 





POLICIES 


Changing 
the pattern 


Mounting criticism of China’s 
SEZs points the way to a new 
approach to foreign investment 


By Robert Delfs in Hongkong 
special economic zones 


т four 
(SEZs) located in southeastern 
:uangdong and Fujian provinces have 
been central to China's strategy for at- 
tracting foreign investment since 1979. 
Stressing export-oriented projects, the 
zones were conceived as a means of ob- 
taining foreign capital and technology 
while generating export earnings with 
minimum disruption. to China's 
domestic economy. Relative to, initial 
expectations, however, the results 
have been disappointing in, some re- 
spects, and the experiment is begin- 
ning to draw criticism. 

Premier Zhao Ziyang noted after an 
inspection tour of the Pearl River Delta 
region last November that the Shen- 
zhen and Zhuhai zones and Canton im- 
ported equipment and raw materials, 
but that most of their output ulti- 
mately was consumed within China, 
not exported, the Hongkong Wen Wei 
Pao reported. Only a third of zone pro- 
duction is actually exported, accord- 
ing to Vice-Premier Yao Yilin in an in- 
terview with Hongkong reporters on 
28 March. 

Actual foreign investment in all four 
zones to the end of 1984 was US$840 
million, according to a report. by State 
Councillor Gu Mu to the National Peo- 
ple's Congress standing committee in 
January. Gu said contracts signed with 
foreign firms by year-end 1984 repre- 
sented a potential US$1.2 billion in ad- 
ditional, future investment (in April, 
He Chunlin, director of the State 
Council SEZ office revised this figure 
to US$3.2 billion). 

Of the achieved US$840 million in- 
vestment so far, the Shenzhen, SEZ 
adjacent. to Hongkong accounts. for 
US$580 million, more than twice as 
much às the other three zones together. 
Although not inconsiderable, this fig- 
ure is much Jess than the cost of China's 
infrastructural investments in Shenzhen, 


tion (through Weekly magazines) of 
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| Product w was a boiler dnd. could ere 


fore only be handled by workers who 
had taken the compulsory training 
courses needed to earn a boiler- 
operator's certificate. No similar rul- 
ing was applied to the products of the 
Japanese competition though these 
differed in only one respect (the lack of 
any device for simultaneously heating 











(Gu: : injection of capital. 


Shenzhen's gross Yee ial output 

value reached Rmb 1.3 billion (US$461 
million) last year, more than 20 times 
that of 1979. But much of this is di- 
rectly related to industrial and resi- 
dential construction, according. to 
Hongkong University researcher 
Thomas Chan. Income tax reductions 
and broader tax exemptions for prior- 
ity investments were announced last 
November, pointing up the feeling that 
the volume and the quality of foreign 
investment in the zones have not been 
fully satisfactory. 

“The special economic zones cannot 
rely on state foreign exchange support 
indefinitely," warned the Peking Guoji 
Shangbao (International Commerce 
News) in early April. Their operations 
should be directed “mainly tọ, the 
needs of the international market," the 
editorial said. 

The most serious criticism of the 
SEZ policy so far appeared in a recent 
article in Guangzhou Yanjiu (Canton 
Studies) by Bo Tao, an economist with 
the Finance Research Office of the 
People's Bank of China (the central 
bank). Bo affirmed that the zones have 
and will continue to play a positive role 
in acquiring experience and_,capital 
and in stabilising economic relations 
with Hongkong and Macau, but “the 
pattern adopted by the special zones 

. Should not serve as the main pat- 
tern of our country." The SEZ ap- 
proach, according to Bo, “cannot suit 
the investment strategy of, ‘tyansna- 
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"According 
should be regarded as part of the nor- 
mal business environment in Japan 
which, he said, is so much tougher than 
in the West that "the rest of us are 
naive compared with the Japanese 
when it comes to competition." The 
right way to deal with problems of this 
kind, he suggested, is for the Tokyo 


feto Haddleston, blocking Р 


up the issue at gov 
home country, so that the issue can 
then be tabled in negotiations with the 
Japanese authorities. For this to be 
done, the Tokyo manager must have 
direct access to his own chief execu- 
tive, and the company must have the 
courage tó air its grievances publicly. 
Huddleston believes that there are 


n : | the 
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M both à! ions 
than there used to be. But his last word — 
of advice for exporters is that the man _ 
on the spot in Tokyo is still often not 
given the support he needs to function _ 
effectively. Until and unless this is 
done, there may continue to be more 
failures than successes among Western 
companies trying to enter the Japanese — 
market. a. 
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Voint-venture aluminium plant in Shenzhen: iftdustrial output rising. 


tional corporations externally, and 
cannot meet the basic needs of China's 
national economic construction inter- 
nally.” 

China must find its place in a new 
system of international division of 
labour, Bo said. To do this, China must 
abandon the idea of “utilising foreign 
capital” in favour of “all-round capital 
cooperation with foreign countries,” 
stabilising and developing its econo- 
mic relations with the United States, 
Japan and Asean to create a regional 
"buffer zone" for China's economic 
development in the Pacific. 


B: identified three general cate- 
gories of modern transnational 
corporations: resource developing, 
market seeking and production-trans- 
ferring. Relative to China's major 
northern industrial centres, the zones 
lack trained manpower, have limited 
infrastructural facilities and are sec- 
luded from China's domestic markets. 
They are, therefore, unattractive to the 
major  transnational corporations 
whose capital and technology China 
needs most, according to Bo. The zones 
have mainly attracted small-scale in- 
vestment from Hongkong in proces- 
sing and assembly operations and ser- 
vices. 

The scale and technical level of this 
kind of investment will inevitably be 
low, said Bo, pointing to export-pro- 
cessing zones in Asean. Due to the bar- 
riers separating the zones from domes- 
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tic markets, there сап be only limited 
benefits to the host economy other 
than providing the means to duplicate 
some foreign products, particularly if 
investment is concentrated in econom- 
ically marginal areas such as China's 
SEZs. 

Rather than develop new processing 
zones, Bo argued that China should 
emulate Japan's strategy in the early 
post-war period of attracting foreign 
investment to the most advanced and 
developed areas where new technology 
can be best assimilated, and ultimately 
generate new export products. China 
must draw direct investment into its 
most advanced northern industrial 
centres, he said, by providing foreign- 
funded and -operated concerns direct 
access to China’s markets and natural 
resources. “If we cannot offer substan- 
tial capacity internal markets, we will 
fail to attract many transnational 
corporations, particularly large and 
medium-size transnationals,” Bo said. 

Linked with this “northward” stra- 
tegy, Bo also called for a “southward” 
strategy of expanding economic co- 
operation and trade with the US, 
Japan and Asean countries. “The be- 
ginning of the Pacific economic era 
creates a favourable environment for 
China's economic development,” ac- 
cording to Bo. To assume its proper 
role in the emerging Pacific rim econ- 
omy, Shanghai and Canton must be- 
come regional financial centres com- 
parable to Los Angeles on the US West 
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Coast, Tokyo in Japan and Singapore — 
in Asean. 4 

“China relied excessively on Hong- — 
kong in the past, and regarded itas the. — 
main window for its external finance - 
work, which inevitably resulted in _ 
the self-seclusion policy," he said. ~ 
"Shanghai and Guangzhou have better — 
economic connections with the interior. 
than Hongkong. and their economic 
strength is superior. Relations with — 
international financial markets via 
Hongkong can no longer satisfy the 
developing needs of China's external 
economy." 


Ithough Bo may have underesti- 

mated the difficulty of supplanting — 
Hongkong as a financial centre, е 
idea that Shanghai should move to- - 
wards such a role is widely shared in _ 
Chinese banking and finance circles 
(REVIEW, 15 Oct. '84). 

Bo's broader analysis of China'scur- | 
rent and future requirements in at- m 
tracting foreign capital and technol- - 
ogy, moreover, though stated more 
boldly than official policy pronounce- 
ments to date, is consistent with recent - 
moves extending SEZ-like incentives _ 
to 14 coastal regions, Hainan island — 
and various inland cities, and the relax- — — 
ation of rules governing sales by joint — 
ventures to China's domestic markets, 


| As comparable conditions for invest- 





ment become available elsewhere, the — 
role of the zones as a base for foreign | 
investment is becoming less important — 
than their function as a political and 
cultural buffer between interior areas 7 
and Hongkong and Macau. 

In a sense, these new ways of think- 
ing about foreign investment reflect 
the success of the zone strategy rather 
than its failure. It is doubtful that a — 
more ambitious opening to foreign 
capital could have been easily enter- | 
tained in 1979. Since the zones were _ 
conceived, localities have deman 
the right to extend SEZ-like terms tọ — 
foreign investors while domestic re- 
forms have removed some of the struc- 
tural barriers impeding foreign invest- 
ment. The underlying change may be 
that along with the domestic reforms, 
China's steadily growing experience 
with foreign investment, of which the 
zones have been an important part, has 
created a climate in which the oppor- 
tunities and advantages of a broader 
degree of cooperation with foreign” 
business is becoming much more appa- - 
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The People’s Bank of China strives to reform the 
country’s monetary system, but lacks a blueprint 


By Mary Lee in Peking 


pete the imposing People's Bank of 
China (PBoC — the central bank) 
building in the West district of Peking, 
meetings go on daily about how to 
smooth out the lumps which have 
arisen since the nationwide drive "to 
invigorate and restructure the econ- 
omy" began six months ago. State 
banks, according to Premier Zhao 
Ziyang in his report in March to the 
National People's Congress, went on a 
lending spree in the last quarter of 
1984. Vice-Premier Yao Yilin added 
that money supply (currency issued) 
had increased by Rmb 8 billion 
(US$2.8 billion) — or 15% — most of it 
in the last quarter. 

It is clear now that the spending 
spree is over. There will be increased 
Scrutiny of projects requiring bank 
loans, particularly in foreign currency. 

A PBoC official said: “We should in- 
tegrate imports with exports and im- 
port only what is necessary." Asked by 
the REVIEW in an interview if this 
meant a cutback in foreign-exchange 
allocations, the PBoC's director of fi- 
nancial administration, Wu Shenqi re- 
plied: “Yes, in terms of better manage- 
ment and control." Whether the cur- 
rent policy of tighter control will mean 
a similar freeze on projects as in 1980 
remains to be seen. One American 
banker told the Review that negotia- 
tions he was involved in for several 
projects requiring imports had been 
temporarily suspended. When Chen 
Muhua was moved from her post as 
minister of foreign economic relations 
and trade in March to become the new 
president of the PBoC it was the first 
major staff change since the institution 
became the central bank in September 
1983. 

Chen is the first state councillor ap- 
pointed to the bank's presidency, thus 
giving the post the "strong leadership" 
it needs to restructure the banking sec- 
tor and oversee its modernisation. 
There is, however, no blueprint for 
bank reform in China. "Financial re- 
forms [which involve the banks] are in 
line with our present economic re- 
forms," said Wu, "so they will only be 
completed in 1990." 

Chen has the same political standing 
asthe finance minister — an important 
factor given the bank's long history of 
being virtually an executive arm of the 
Finance Ministry. As head of the PBoC 
and chairman of the Central Bank 
Council (on which sit representatives 
of all the specialist banks, the Finance 
Ministry and state planning and eco- 
nomic commissions), she is, in fact, in a 
more powerful position than as head of 
the Ministry of Foreign Economic Re- 
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lations and Trade (Mofert), a Western 
commercial analyst said. 
Some bank reforms — such as giving 






the specialist banks and financial in- | 


stitutions autonomy in business trans- 
actions so that they are no longer sub- 
sidiaries of the PBoC — preceded the 
Communist Party's central committee 
decision last October to restructure the 
economy. However, the impact of the 
changes in the banking sector has only 
just been felt and much of this has been 
negative. 

The first problem Chen has to tackle 
is how to tighten credit control. In her 
first public statement as PBoC presi- 
dent, she said the bank was primarily 
responsible for last year's money-sup- 
ply increase — the result, she said, of 














banks." Before the ec cr 
the Agricultural Bank and th 
trial and Commercial Bank (ICB) had 
clear rural and urban spheres of opera- 





| tion. The PBoC and Central Bank 


Council now have to sort out disputes 
when factories in the rural areas con- 
duct business with the ICB instead of 
the Agricultural Bank. Influence with 
the PBoC thus seems a relevant factor 
in determining a specialist bank's 
scope of business. 

The problem of tightening loan 
policies is also complicated because, as 
Wu explained, lending is often an ad- 
ministrative rather than economic de- 
cision. The same applies to the provi- 
sion of foreign exchange to enterprises 
for the import of foreign technology 
and modern industrial equipment. 

The fact that the PBoC now has au- 
thority commensurate with its central- 
bank status over eight specialist banks 
and financial institutions gives rise to 
speculation about battles — involving 
the Bank of China (BoC) and China In- 
ternational Trust and Investment Corp. 
(Citic) — over control of foreign ex- 
change. The BoC's former 
president, Jin Deqin, was 
dismissed for "violating 
discipline," according to 
Yao. What discipline Jin 
breached has not been of- 
ficially disclosed, hence 
the speculation that he 
may have lost out in abat- 
tle over areas of responsi- 
bility. 

The PBoC takes charge 
of the country's foreign 
exchange and reserves 
through the State Admin- 
istration of Exchange 
Control (SAEC). Policy 
and regulations govern- 
ing foreign-exchange ex- 
penditure, includingallo- 
cations to other banks, 
ministries апа enter- 
prises, as well as revenue 
comes under the SAEC, 
said Wu. The BoC, how- 
ever, has apparent au- 
tonomy in foreign-ex- 
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weak control over credit. However, 
Finance Minister Wang Bingqian also 
claimed responsibility for this infusion 
of cash into the economy. The cause of 
the problem was clearly a lack of po- 
licy direction in two areas: how wage 
increases and bonuses should be calcu- 
lated and which enterprises could bor- 
row (and how much) to buy equipment 
to help “invigorate” production: Many 
loans were unsecured, open-ended and 
at low interest rates. 


E task of tightening the banks’ 
lending policies is made more dif- 
ficult by the overlapping of the ag- 
riculture, industrial, commercial and 
service sectors. Officially, the object is 
to develop “a socialist monetary system 
centred on the PBoC and the specialist 





change transactions and 
operations, As with the other specialist 
banks, the PBoC has no power over the 
BoC in administrative matters. That 
comes under the direct control of the 
State Council. 

Spheres of control in foreign ex- 
change, just as with the market for 
loans and deposits, are far from clear- 
cut. The BoC is facing increasing com- 
petition from other specialist banks 
and investment and trust corporations 
which are popping up as each provin- 
cial capital and municipality competes 
for foreign investment. Three other 
banks — the ICB, the Agricultural 
Bank and the People's Construction 
Bank — were late last year given the 
right to deal in foreign exchange — 
including accepting deposits — in the 
Shenzhen Special Economic Zone. p 
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Statement by the Chairman, The Rt. Hon. Lord Barber 


rofits before taxation of 

Standard Chartered PLC for 

the year to 31 December 1984, 
including associated companies 
profits, amounted to £290 million, 
which was 8% higher than in 1983. This 
figure was struck after specific and 
general provisions of £169 million 
against bad and doubrful debts of 
which £51 million relate to general 


| provisions. We have continued to take . 


a cautious view of asset quality in all 

| our major trading areas and have con- 
sidered it prudent to establish a high 
level of specific provisions, as well as 
nearly doubling the allocation for 
general provisions; the latter now 
stand at £200 million. This policy has 
also been reflected in the balance 
sheets published by Union Bank and 
Standard Bank Investment 
Corporation. 

In 1984, due primarily to tax 
changes in the United Kingdom and 
South Africa, the tax charge is pro- 
portionately higher than the year 
before and this has resulted in a fall in 
profits after taxation and minority 
interests to £100 million compared 
with £114 million in 1983. 

An interim dividend of 9.5 pence 
per share was paid in October and the 
recommendation of the Board is for a 
final dividend of 19.0 pence, payable 
on 17 May 1985, to shareholders 
registered on 25 April. The total pay- 
ment for the year of 28.5 pence per 
share is covered 2.3 times by earnings. 

The operating results for 1984 
reflect excellent performances from 
South Africa, mainly in the commercial 
banking business, and from Union 
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Bank in California. However, the South 
African contribution to Group results 
was diminished by the 23% deprecia- 
tion of the rand against sterling. Hong 
Kong operations recovered strongly 
from the property related difficulties 
experienced in 1983. Elsewhere in the 
Asia Pacific region Malaysia recorded 
a satisfactory increase in profits, but 
Singapore's results were disappointing 
owing to a combination of intensely 
competitive conditions, bad debt pro- 
visions and a temporary loss of revenue 
of approximately £5 million on the 
newly completed building. Our bank- 
ing activities in Tropical Africa again 
achieved satisfactory overall results. 

In the United Kingdom, our treasury 
and eurocurrency activities again 
advanced to higher profit levels whilst 
the commercial banking branches 
recovered well from the disappointing 
results of the previous year. Chartered 
Trust also had a satisfactory increase 
in profits. 

Profits before taxation include 
non-recurring losses of £18 million 
relating to the write-down of certain 
investments in South East Asia, a 
realignment of the US branches bad 
debt provisions to generally accepted 
US practice and a 50% provision on the 
Johnson Matthey Bankers indemnity. 

An amount of £16.4 million has 
been set aside as an extraordinary item 
in respect of the adverse impact of the 
1984 Finance Act on the Groups tax- 
variable lease portfolio, Following the 
announcement in the recent South 
African budget of a special levy on 
banking deposits, an amount of £5.6 
million, representing Standard 
Chartered s share of the estimated 
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Rand 24 million charge, Te кщ been 
included as an extraordinary item. 

The effect of exchange rate moves 
ments on pre-tax profits was broadly 
neutral, with the benefit of a stronger 
US dollar being counterbalanced by 
devaluation against sterling of the 
South African rand. 

Total assets employed increased 
by £5.6 billion to £34.5 billion; 
approximately £3.1 billion of the 
increase relates to the effect of currency | 
movements. i 

In November 1984, USS 300 
million of subordinated capital was 
raised by an issue of undated floating 
rate notes for deployment in the euro- 
currency business of the Group. In 
view of the permanent nature of such .| 
capital, we have thought it appropriate [> 
to show this issue separately from the 
Groups dated loan capital and to 
classify it as permanent capital | 
employed in the business along with 
the equity funds of ordinary and 
minority shareholders. It is attractive 
for us to have such permanent capital 
raised in US dollars, one of our 
principal trading currencies. Also in 
November, US$100 million of float 
ing rate subordinated notes due 1996 
was raised in the United States to 
support the growth of Union Bank 
and served to raise its capital ratios 
comfortably above US regulatory 
requirements. 

Shortly after the end of the year, 
the Group was invited to develop pro- 
posals for a full commercial banking 
licence in Australia. This is an 
important step in the developme nt of 
our business both in Australia and in 
the Pacific Basin as a whole. 
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A lot of our newest ideas are about data communication. 

Because at our Advanced Technology Center in Connecticut, we're 
constantly improving the ITT System 12™ telephone exchanges for both 
voice and data. 

S0 computers can talk to 
each other as easily as people 
can. 

It was at the ATC and other 
labs around the world where 
ITT engineers undertook an 
$875 million research and 
development project to make 
System 12 the only telephone 
switching system with fully 
distributed control. 

Control is spread through- 
out a system. Not locked up in 
a central computer. 

So a problem in one area 
doesn't become a problem 
advancing technology in integrated Огош, D нп, 

* — Thanks to its fully digital 
programming and artificial intelligence. ioc rro circuits n я 


modular architecture, System 12 сап handle new features and added 
traffic, including data, easily and economically. 

Many of the integrated circuits System 12 uses were designed at the ATC. 

But that was only the beginning. 

Scientists are finding ways to pack more tiny circuits on microchips 
So more software can be programmed into less hardware. 

Engineers are using computers to build new types of computers 
Which will speed up the process for designing the microchips that operate 
System 12. 

And computer scientists are advancing software technology and 
artificial intelligence to make System 12 “smarter” to be more adaptable 
in the future. 

Now there are 19 countries that have ordered System 12. And with 
these new ideas, System 12 will be able to serve them and other countries 
well into the future. 

Because every new idea helps the future get here a little sooner. 

That's something to talk about. 





What you don't need un a 


APPETIZER 


APPETIZER 





MAIN COURSE 






Fillet of lamb wi 
spinach and lemon sauce. 


“If there’s one place where La Nouvelle 
Cuisine is called for, it's on long flights where 
you're sitting for hours at a time," one of our 
First Class passengers remarked some time 
back. 

Of course he was right. 





So we gave six of Scandinavia's leading 
chefs the exciting task of creating six 
exclusive, but very light menus for our First 
Class passengers. 

These Menus Gastronomique have been a 
success. True, we still cater to passengers 


lon_ flight is a heavy meal. 


APPETIZER MAIN COURSE 


Hot vol-au-vent | 
and salmon ste 


DESSERT 


, ЖИЕН 


ЖЕЛДИ... 


Fresh fruit tart: vi 


Fruit/berries can vary 





with heartier appetites. For them, we continue We've got some excellent wines to accom- 
to serve our more traditional cuisine complete pany it. 


with herring and spiced salmon. 
But for an exclusive option next time you fly 
with us, why not give our new, light Menu 


Gastronomique a try. The Businessmans Airline 
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If you're planning to do business in Germany, 
you should look for a bank that understands 
a bit more than just German business. 


You need an international bank that's at 
home in Germany. A bank that can not only 
help you with the complexities ofthe German 
market, its laws and regulations, but can also 
appreciate the implications for your interna- 
tional business. A bank that's large enough 
to offer you all the financial services you 
need, yetflexible enough to produce detailed 


solutions to specific national problems. 
We are Germany's second largest bank, with 
1,000 domestic branches, and over eighty 
offices worldwide. After being in international 
business for more than a century we work for 
about 100,000 companies. We can offer you 
a profound knowledge of German business 
- and a bit more. 
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LO au mm 
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Dresdner Bank 
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А boom on the quiet 


Taiwan’s mounting indirect commercial links with 


China comes increasingly into the open 


By Carl Goldstein in Taipei 


big increase in indirect trade be- 

tween Taiwan and China in 1984 
and in the first quarter of 1985 — even 
as Taiwan's first-quarter exports to its 
traditional markets have slowed — has 
prompted a high-visibility public de- 
bate that appears to reflect a newly to- 
lerant attitude by the government to 
indirect trade relations with China. 

Some legislators and prominent 
economists are calling for the legalisa- 
tion of the trade, which is mostly con- 
ducted through Hongkong. They pro- 
pose that it should be regulated 
through a system of export registration 
and limits to ensure that no company 
or industry’s business is dominated by 
sales to China. One legislator even 
hailed the trade as a successful econo- 
mic landing on the mainland, demon- 
strating the superiority of Taiwan's 
system over communism. 

The indirect trade is not strictly il- 
legal since exporters sell to companies 
in Hongkong, Singapore or Japan, 
which then sell to buyers in China, 
with or without the knowledge of the 
Taiwan exporters. Most of the time the 
final destination is known. Large or- 
ders for older-model motorcycles and 
black-and-white TV sets placed by 
Hongkong companies in the first quar- 
ter, for example, or purchases of syn- 
thetic fibres and fabrics known to be in 
short supply in China, can only be 
bound for China. 

The indirect trade has been quietly 
tolerated since it began in measurable 
amounts in 1979, yet it long remained a 
highly sensitive subject. Major com- 
panies such as Tatung, widely 
rumoured to be involved, went to great 
lengths to deny any involvement. 

On 28 April, Economics Minister Lee 
Ta-hai reiterated what he called the 
government's longstanding policy of 
not interfering with the indirect trade. 
He cited a report by a major govern- 
ment-funded economic think-tank 
which argued that government control 
was neither necessary nor possible — 
an opinion shared by most business- 
men, who want no limits on whom they 
can sell to. 

But at the same time, the institute 
whose report Lee cited, the Chung Hua 
Institution for Economic Research, an- 
nounced plans to begin publishing a 
quarterly journal providing local 
manufacturers and traders with infor- 
mation on markets in China. The pub- 
lication will also analyse the competi- 
tive threat to Taiwan's exports repre- 
sented by specific industries and pro- 
ducts made in China. 
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;enefits it can - 


bring ind alto the possible dangers. 
Many people are warning against over- 
reliance on demand in China. One fear 
is that Peking's declining foreign-ex- 


change reserves could lead to sharp 
cutbacks in orders. The other is that 
Peking could use trade as leverage in 
obtaining political concessions 
Official Taiwan figures show that 
total indirect trade in 1984 came 
to US$560 million, with US$430 
million of the total representing 
Taiwan's exports to China. 
Other estimates put two-way 
trade at about US$700 million. 
Although either amount is small 
compared to Taiwan's total 1984 
exports of US$30.46 billion, 
even the lower estimate repre- 
sents a 125% increase over 1983. 
And both government and pri- 
vate economists are predicting 
that this year will see two-way 
indirect trade top US$1 billion. 
Although the indirect trade 
gets most of the attention, it 1s 
not the only form of economic 
contact between Taiwan and 
China. Direct trade in the form 
of smuggling by fishing boats 
across the Taiwan Straits in- 
creased by more than 150% in 


1984, as measured by the 
number of boats seized by 
Taiwan's police and military 


patrols. No reliable estimates 
exist for the scale of this illicit 








AP 





Such à move by a major officially 
supported group probably could not 
have been made without official ap- 
proval. Only last December a govern- 
ment report which urged the mainte- 
nance of ties with Hongkong after 1997 
— in part because of its role in the indi- 
rect trade between Taiwan and China 
— was quickly disavowed following 
its premature release to the press 
(REVIEW, 24 Jan.). The current debate 
over indirect trade and tacit govern- 
ment approval of efforts to help local 
business better penetrate the China 
market seem to represent a significant 
shift towards pragmatism. 


aiwan's exports to Hongkong in the 
first quarter jumped more than 48% 
ahead of those in the same 1984 period 


to US$632 million, while exports to | 


Singapore grew almost 26% to US$231 
million. Trade analysts agree that most 
of these goods were bound for China. 
These increases in exports to Hong- 
kong and Singapore were the more 
striking in contrast to the disappoint- 
ing trade results with the United 
States and Japan, Taiwan's Nos. 1 and 2 
trading partners. With US economic 
growth slowing beyond general expec- 
tations in the first quarter, Taiwan's 
exports to the US grew a paltry 3.2%. 
Exports to Japan increased just 2.1%. 
Worries over Taiwan's economic 
prospects this year have heightened in- 
terest in the indirect China trade, both 





J trade, but all agree that far more 
smugglers get through than are caught, 
even with this year's sharply stepped- 
up patrols. 

While smuggling has always gone on 
at one level or another, a surprising 
new development is that some 
Taiwanese businessmen are preparing 
to establish factories in China, primar- 
ily in Fujian; others are rumoured to 
have already done so. Sources close to 
a major diversified business group in 
Taichung told the REViEW the company 
was close to finalising plans for a gar- 
ment factory, a sanitary-napkin fac- 
tory and possibly a shoe factory. The 
group's top executives all went to 
Xiamen recently to negotiate with pro- 
vincial trade officials 

Investment in Xiamen, one of 


China's four special economic zones, 
offers various tax breaks and wage 
levels far below those in Taiwan. Just 


as importantly, many Taiwanese came 
originally from the Xiamen area and 
still speak the dialect. Peking plays 
upon these ties to attract capital and, 
in some cases, political support, from 
Taiwanese and Overseas Chinese 

The Taichung business group, which 
started in textiles and garments, estab- 
lished business ties with the mainland 
almost two years ago by selling gar- 
ments and synthetic fabrics through its 
Hongkong office. This having proved 
profitable, the firm hopes to set up 
small-scale production facilities in 
Xiamen on an experimental basis. Ej 
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_ By Mohamad Aftab in Islamabad 
hile Pakistan's economy is ex- 
h^ pected to show impressive growth 
of 8-9% in the current fiscal year (end- 
ing 30 June), there are many signs of 
_ trouble on the horizon, notably in the 
— balance of payments. Exports are lag- 
| ging, foreign remittances are falling, 
— the rupee is weakening and debt-ser- 
| vice costs are a continuing drain. The 
_ coming year's budget, to be released 
- this month, has been described by new- 
ly appointed Finance and Planning 
_ Minister Mahbubul Haq as either 
“charming, alarming or starving,” de- 
| pending on individual circumstances, 
1 Although the fiscal year still has 
-~ about two months to run, the prelimi- 
P пагу statistics are disquieting: 
— » In the first nine months, exports 
^ were US$1.7 billion, 12% less than the 
- period in the previous fiscal year, and 
— far short of the full-year's US$3.3 bil- 
` lion target. The markets for carpets 
| were especially tough, with China 
1 emerging as a new major competitor 
_ (REVIEW, 28 Feb.). The export prices of 
Tice and cotton were also low. At the 
same time, imports were about 12.3% 
` higher than in the year-earlier period, 
totalling some US$3.9 billion. 
^» Home remittances of overseas 
t. Pakistanis, mainly from the Middle 
East, are down 14% because of re- 
—— duced demand for labour in host coun- 
rf tries, in which oil revenues have fallen. 
— They will total about US$2.5 billion 
- for the year, against fiscal 19845 total 
1 of US$2.8 billion. 
_ > Pakistan will pay around US$1 bil- 
lion this year in debt servicing on its 
US$12 billion foreign debt, which has 
- nearly doubled in the past seven years. 
 Debt-servicing costs in fiscal 1984 
were US$945 million. 
__» The Pakistani rupee has continued its 
. slide against the US dollar. After touch- 
ing an all-time low of Rs 16.10:US$1 
іп March, it strengthened slightly to 
Rs 15.93:US$1 at the end of April. (Be- 
_ fore January 1982, when Pis rupee was 
` floated, the rate was Rs 9.90:US$1; 
slid to Rs 12:8428S$$1 at the end of 
_ 1982, Rs 13.51:US$1 at the end of 1983 
~ and Rs 15.36:US$1 at the close of 
_ 1984.) 
` * Foreign-exchange reserves, which 
- were US$1.7 billion in June 1983, de- 
- clined to US$1.54 billion in June 1984, 
and US$734 million in December 1984, 
_ — though they improved slightly by mid- 
April. The drawdown on foreign-ex- 
change reserves in the first nine 
months of the 1985 fiscal year was 
US$800 million. The depreciation of 


| the rupee meant higher government 
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` Hard road ahead | 


Liberalisation of Pakistan's business environment may come just 
_ intime, with several key sectors beginning to slow down 


spending on imports of defence equip- 
ment, tea and edible oils, as well as ris- 
ing costs to service foreign debts and 
pay for food subsidies. That strained 
government finances. The government 
needed financing equivalent to 
US$790 million in the first nine 
months of fiscal 1985, against US$330 
million budgeted for the whole year. 

» Currency in circulation rose 10.6% 
in the first eight months of fiscal 1985, 
against 9% growth in the same period 
of fiscal 1984. 

» Consumer prices rose 6.2% in these 
eight months, up from a 4.9% increase 
in the same period of the last fiscal 


year, according to government statis- 
tics. 

» Industrial production (according to 
the government) will increase 8% in 
fiscal 1985, though business estimates 
are less optimistic. Power cuts have af- 
fected almost every industry. The La- 
hore Chamber of Commerce and In- 
dustry, representing the nation's 
largest province, estimates that indus- 
trial production for the six-month 
period fell more than 25%. (Karachi, 
Pakistan's industrial and business 
hub, has been largely unaffected by the 
power cuts.) 

» Wheat production is estimated by 
the Ministry of Food and Agriculture 
to be 15-20% short of the 13.3 million- 
tonne target, necessitating the import 
of up to 2 million tonnes to maintain 
comfortable food reserves. 

While the going has been rough, Haq 
still claims to hold some hope. Gross 
domestic product growth of 8-9% is 
not bad in view of the average of 6% of- 
ficially recorded over the past five 
years, Haq said. (The growth in fiscal 
1984 was 4.6% because of a low cotton 
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1.8-2. million will be expor 











ed JA 2umll- 
lion-tonne shortfall in wheat produc- 
tion also hurt fiscal 1984 GDP growth.) 

The poor performance of sectors of 
the economy has caused a rare con- 
vergence of government and opposi- 
tion thinking. Mir Ghous Bux Bizenjo, 
the Baluchistan leader and convenor of 
the 11-party opposition alliance Move- 
ment for Restoration of Democracy, 
has expressed shock over "the alarm- 
ing level of deficit financing, widening 
trade deficit and the resulting balance- 
of-payments problems, the diminish- 
ing inflow of home remittances, and 
above all, the unabated rise in non- 
development expenditure . . . which 
has caused a back-breaking price esca- 
lation." (Defence expenditure and 


debt servicing currently account for 
74% of internal revenue.) 

Haq has been able to take some re- 
medial economic steps. A week after he 
joined the new government (on 10 





April) of Prime Minister Mohammed 
Khan Junejo, he announced: 

» Expansion of export-subsidy pro- 
grammes for 22 items. This will annu- 
ally cost about US$185 million. How- 
ever, this aid may be offset by rising 
production costs for most products. 

» Streamlined banking procedures 
and arrangements for collection of 
home remittances in host countries. 

» Pricecuts which will make products 
of the Karachi-based, Soviet-built 
Pakistan steel mills cheaper for direct 
consumers and for export-oriented en- 
gineering industries. 


В ut these measures тау not be 
enough. To continue servicing its 
debts and paying for development, Pak- 
istan will ask a Western aid consortium, 
which is meeting in Paris on 5 May, for 
a US$1.8 billion aid package. It will in- 
clude US$1.3 billion for’ projects, 
US$400 million for commodities and 
funding for wheat imports in fiscal 
1986 (which starts on 1 July). The con- 
sortium provided US$1.82 ‘pion in 
aid for fiscal 1985. 





Над, who served as director of policy 


planning in the World Bank in the 
early 1980s, wants to open up the econ- 
omy, improve infrastructure and re- 
furbish decaying public utilities. 

He has drawn up a package which, 
if approved by the new cabinet and 
the parliament, will offer attrac- 
tions for foreign private investors — 
because it gives great emphasis to the 
private sector's role. Haq’s main goals 
are the deregulation and denationali- 
sation of the economy, aims which were 
frustrated by the previous cabinet. 

In the past 15 years, he said, “we 
have been engaged in the unnecessary 
business of manufacturing ghee and 
selling cotton, rather than in the 
genuine business of providing good 
public services to our people.” He has 
called for “fundamental policy re- 
forms,” and reform of the tax system. 

The government, he said, aims to do 
“everything it can to release the crea- 
tive energies of the people in both the 
public and the private sectors, by un- 
shackling them from the chains of eco- 





nomic and financial controls.” 
vate sector should not have to spend all 
of its energy in circumventing controls, 


The pri- 


he said. Through deregulation, “we 
hope to create an environment in 
which these energies can be redirected 
to innovation and entrepreneurship, 
leading to individual profits and social 
gains.” 

Nor, said Haq, is there any “divine 
law” that the public sector must be in- 
efficient. Haq would like to see “a de- 
volution of financial and administra- 
tive powers” and decentralisation of 
decision-making to run state business- 
es — ideas which have been out of 
favour since all basic industries were 
nationalised in 1972 

Junejo is also in favour of helping the 
private sector, and has said his govern- 
ment “will strive to remove the imped- 
iments, if any, to attract private invest- 
ment.” 

Haq's large agenda for deregulation 
includes denationalisation of some in- 
dustrial units; disinvestment of shares 
in public enterprises; privatisation of 
the electricity-distribution system; 
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| conversion of the telegraph and tele- 


phone department into an autonomous 
corporation relying on public flota- 
tions; relaxation of price and import 
controls; loosening the system of ap- 
provals required to establish factories, 
and introduction of private banking to 
compete against the lethargic nation- 
alised banks. 


heacid test of his hopes will comein 

the next few weeks. Haq's array of 
reforms will first go to the cabinet, 
which is younger and apparently open- 
minded — but largely new to the job of 
governing. If he can carry his cabinet 
colleagues, the reform proposals then 
go to the 237-member national assem- 
bly, chosen in non-partisan elections 


How can 







$ in Asia? 
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in February, and composed of profes- 
sional politicians, technocrats and 
land-owners. 

There is considerable hope that Haq 
can convince both bodies. The princi- 
pal resistance is expected to come from 


the formidably entrenched bureau- 
cracy, which is naturally reluctant to 
lose its massive financial clout, influ- 
ence, power and the privileges which 


go with an enormous state sector and 
plethora of controls. Labour groups 
which have thrived on protection and 
patronage, rather than productivity, in 
the state sector, may also resist change. 
But strong public support is expected 
for less government involvement in the 
economy, and more emphasis on the 


private sector п 





spend less 


family 
, and get more for their travel dollar 





meade nena. Imagine a child growing up 

without one. Or two. And all the other wondrous 
toys that stimulate developing minds 

But even the simplest toy costs money 

That's why at Holiday Inn we give you the 
best of both worlds — a high standard of 
accommodation and service, and still leave vou 
and.your family with enough money for that 
little indulgence for your child 


Like 


vOu, we 
worse than going home 


know that there's nothing 


without that little 


souvenir of vour trip. 
Which is why at Holiday Inn we'll take care 
of the little things and let you get on with the big 


ones. 
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International -Asia/Pacific 
For further information and reservations. contact your trave! agent 
any Holiday Inn or our Regional Director of Soles 
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Holiday tnn Hotels tn Asia 
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Tunnel without light 


Manila's brokers suffer from the slack stockmarket, but 
the economic slowdown is not the main problem 


By Jose Galang in Manila 

№ end is іп sight for the travails 
of the Philippine stockmarket, 

rendered lifeless by poor economic 

conditions and lopsided competition 

from the money market. Both the 


Makati and Manila stockmarkets set 


new records each week, but they are 
for lows in trading volumes and values. 

In the first three months of 1985, 
total volume was 2.14 billion shares, a 
drop of 43% from the same period in 
1984. Total value fell nearly 39% to 
P178.2 million (US$9.6 million), of 
which about 38% was cross-sales be- 
tween brokers. Had those sales been 
excluded, one market expert estimates 
that the average daily trading value 
would have been less than 
P500,000. Makati-based broker 
Irving Ackerman tersely sum- 
med up the situation: “At both 
exchanges the business has be- 
come so very, very difficult that 
only a handful of brokers are still 
able to survive." 

Most of the brokers are broke. 
Out of the possible 50 stockbrok- 
ers in each exchange (the Manila 
bourse had only 32 member firms 
at the latest count), only about 
half are still officially operating. 
Those actually doing business 
are estimated at no more than 
20 — or 10 for each exchange. 
Some are getting only one or two 
orders a month. 

Those who do remain have 
other businesses on which they 
now focus more of their attention. 
Others have diversified into 
other investment fields such as 
insurance or property. The sur- 
vivors have only about five to 
eight employees who do the most 
basic tasks. Some of the execu- 
tives in these brokerage houses 
have also agreed to salary cuts 
(in some firms the owners 
themselves do not receive salaries). 

The exchanges are already subsidis- 
ing active brokers. The Manila ex- 
change has extended a move first im- 
plemented in 1984 to stop collecting 
some fees. The Makati exchange still 
collects the fees — but it reimburses 
brokers the same amounts. Both ex- 
changes are also giving cash handouts 
to those brokers who continue totrans- 
act business. 

The stockmarkets' miseries became 
pronounced in 1984 when the Philip- 
pine Government launched a scheme 
to mop up “excess liquidity" in the fi- 
nancial system. At that time, inflation 
was running above 60%. The Interna- 


tional Monetary Fund, which had ex- 
tended a standby credit facility of 615 
million special drawing rights (SDRs, 
worth about US$606.7 million), re- 
quired Manila to (among other things) 
bring down money supply. 

The Central Bank of the Philippines 
floated debt instruments with annual 
yields which at one point exceeded 
45%. These issues soon drew funds out 
of the sharemarkets, where most listed 
companies were unable to offer high 
returns because of the general econo- 
mic slowdown. 

The central bank bills were dg 
carrying yields of around 32-39% a 
end-April. With money supply stil 


ә ыт P 
Busier days at Manila stockmarket: dwindling revenues. 








above leveis which Manila had com- 
mitted itself to maintain, the central 
bank is expected to continue offering 
these high yields for some time. 


ince 1984, two major brokerages 

have suspended operations due to 
slack market activity. The first was 
Anselmo Trinidad & Co. (Atco), one of 
the city's glamorous firms in its hey- 
day. Part of Atco's troubles were due to 
disagreements with its bank, Interna- 
tional Corporate Bank, which is owned 
by the state National Development Co. 
(NDC). Market insiders also said, how- 
ever, that Atco suffered when NDC 
started channelling its stock business 


| éxchange was owned by a both ofa 





cabinet minister who oversees NDC 
policies. Atco’s seat-owner, Anselmo 
Trinidad Jr, affiliated first with B. L. 
Tan Securities Inc. and subsequently 
with David Go Securities Corp. 

More recently, Manila's Jalandoni, 
Jayme, Adams & Co. Inc. (Jajadco) sus- 
pended operations following a decline 
in its business. Until last year Jajadco 
had as a partner a now-defunct US$10 
million Luxembourg investment fund 
(known locally as the Philippine In- 
vestment Co.) which was liquidated — 
reportedly because of losses from the 
peso devaluations. Jajadco’s major fi- 
nancial support came also from Far 
East Bank & Trust Co. and Private 
Development Corp. of the Philippines, 
both major institutional investors in 
the market, which apparently lost 
their appetite for stocks. 

A number of medium-sized brokers 
are biding their time, hanging on to 
their seats and affiliating with more 
stable firms. Aside from the savings on 
expenses, the broker also gets a share 
of the 3% commission for orders 
he can channel through the part- 
ner (the share depending on the 
partner’s own agreement). 

The Manila Stock Exchange 
has suffered from dwindling re- 
venues as building fees, member- 
ship dues and computer fees had 
to be scrapped last year. The 
lost fees meant termination of 
its radio broadcast of trading 
activities as well as its tele- 
printer service. To save even 
more, trading sessions were cut 
by an hour: dealing is now from 
9:30-11:30 a.m. 

To raise money, the exchange 
in March threatened some 37 
companies with delisting if they 
did not pay their maintenance 


fees. By April, 15 of them 
were delisted — joining 59 
other “paper issues” struck off 


the roster last year. The ex- 
change now lists only 100 is- 
sues, of which only five or 
six are traded actively — and 
most pressure comes from sell- 
ers. 

However, the exchanges them- 
selves are in no financial bind. 
They have substantial investments in 
the money market and benefit from the 
high interest rates currently prevail- 
ing. These earnings from money-mar- 
ket placements help them meet their 
operating expenses and finance their 
aid to the brokers. One Makati official 
said the exchange's assistance to brok- 
ers could continue for the next 10 years 
because of earnings from such invest- 
ments. 

The market still has a few bright 
areas. The current rock-bottom prices 
of the still-listed shares offer oppor- 
tunities of major yields when the econ- 
omy, and the market, turns around. 
Both exchanges are encouraging the 
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@Sale of pigments business — 
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«Laporte is a éuccesstul international specialist chemi- 
cal company. | expect continued progress in 1985?) Enews 
R. M. Ringwald, CBE, Chairman. 


Following the success of our Regional Office established in Singapore in 
. 1980, ме formed Laporte Singapore in 1984 to develop the production 

and marketing of speciality chemicals in South East Asia. A number of 
new projects are proposed. 


SPECIALIST CHEMICALS AND RELATED SERVICES- WORLDWIDE < 
: Laporte Far East Ltd, Suite 07-04A, Goldhill Square, 101 Thomson Hand, Singapore 1130. 
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w listed are paying divid 
ly. (Just recently, Benguet Corp., 
of the market leaders, announced 
had deferred its mid-year dividends 
this year.) But it may be difficult to 





sed, family enterprises: 


proved trading of silver certificates 
the exchanges, though the market 
loes not seem very excited about this 
oduct. Early this year, agribusiness 
ippine Cocoa Estate Corp. was 
d, but trades in the issue have been 
ystly pre-arranged deals between 
ers. 


ere is also a silver lining in the 
ud over the markets, in the form 
n opportunity for a much-needed 
mination of the securities industry 
the possibility of overcoming its 
ent weaknesses as a capital mar- 
These problems appear structural. 
ila-based broker George Uy- 
О, for instance, says: "Even if the 
omy is down, you can still have 
ing [stockmarket] transactions, 
use not everybody believes that 
is a high price or that is a low 
е. There will still be buyers and 
rs. But how come there are none 


‘arch Institute for the Asian Deve- 
ent Bank (as part of ADB's in- 
y into the capital markets of six 
countries) said the proliferation 
mining and oil-exploration issues 
made.it highlv speculative and it 
ooked upon not as a marketplace of 
stment funds, but rather as а 
mbling place." 
"he study recommended several 
res — including a tax-incentive 
e to boost stock ownership and a 
ities-financing scheme — to re- 
public confidence in the market. 
e Securities and Exchange Commis- 
n, which supervises the local 
ckmarket, drew tp some measures 
ast year in these areas. These include 
ninerease in brokers’ minimum paid- 
ip capital from the current P4 million 
P5 million and a reduction in the 
ebt:equity ratio from 20:1 to-10:1 in 
egulating margin- trading activities of 
rokers. But carrying out these mea- 
es was shelved because of the eco- 
iomie slowdown. 
Tioco says: "The question really 
ost is ‘Do we want the industry to 
ontinue and flourish” If the answer is 
, then let's look:at other things. It's 
ery easy to say that because the econ- 
my is down and because the copper 
price is down, the market is slow. But 
are these the only reasons?” The 
answers may not please many of the 
'urrent players in.the market. ü 

























these companies to list, since many 7 


Тһе central bank has also recently. 


tockmarket done by the Nomura. | 




























By Anthony Rowley in Hongkong 
t was symbolic that when Hong- | 


kong's "Commissioner of Banking 
Robert Fell addressed the local Depo- 
sit- Taking Companies Association on 
24 April on banking reform, he was 


flanked by Financial Secretary Sir | 


John Bremridge and Attorney-General 


Michael Thomas. The reforms Fell has | 
in mind, affecting the domestic and in- | 


ternational conduct of Hongkong fi- 
nancial institutions, requires — and 
appears to be getting — support in 
higher financial and legal quartets. 

It was.almost certainly no coinci- 
dence either thatthe dày on which Fell 
spelled out the shape of reform the 
government announced the retirement 
next March of Secretary for Monetary 
Affairs Douglas Blye: The “regrouping 
of supervisory agents under the finan- 
cial secretary, 
his speech will almost certainly. be 
easier with new man David Nendick, 
currently deputy chief of thé Banking 
Department of the Bank of England, in 
the chair at Monetary Affairs. 





" which Fell hinted at in. | 


i More prófess ol nalism is being. introduced into 
Hongkong’ s financial administatoh 


| 
| 
| 
| 
| 
| 
| 
| 













Nendick, who arrives in September, 
will not be the only Bank of England 
man in Hongkong. Richard Farrant, 
formerly a Bank official, arrived late 
last year to take up a new position as 
adviser to the commissioner of bank- 
ing following a management report 
done by the Bank of England on the 
supervision of Hongkong institutions 


| following the collapse of various de- 


posit-taking companies (DTCs) in 
1981-82 and the near-collapse of the 
Hang Lung Bank in 1983. The position 
of deputy secretary for monetary af- 
fairs is being localised following the 
recent end of a tour of duty by yet 
another Bank of England man, An- 
thony Latter. Joseph Yam Chi-kwong 
is moving to this post from principal 
assistant secretary for monetary af- 
fairs. 

The old guard is changing, and with 
it to some extent the old order of lais- 
sez-faire and caveat emptor so far as 
the supervision of financial institu- 
tions in Hongkong is concerned. Blye's 


Lending credibility 


The Bank of China moves further into the international 
capital markets by arranging a Hongkong property loan 


By Elizabeth Cheng in Hongkong 


he emergence of the Bank of China 

(BoC) as a loan-syndication agent 
— with the arrangement of a HK$610 
million (US$78.2 million) facility for a 
property-development consortium in 
Hongkong — marks a new era of bank- 
ing competition in regional capital 
markets. 

Perhaps heralding this, in mid- 
March, at a bankers' club dinner, Jiang 
Wen Gui, the chief executive of BoC's 
Hongkong-Macau branch, floated the 
idea of a "syndication club," compris- 
ing China-controlled and other Chi- 
nese banks in Hongkong as a means of 
pooling resources. Hongkong's Chinese 
Banks' Association chairman David Li 
(who is the general manager of the 
Bank of East Asia) has said that local 
Chinese banks are in full support of the 
idea. The mechanics of the scheme 
have still to be worked out. Bankers 
say Jiang was probably motivated 
by competitiveness in the market- 
place. 

They noted that the BoC and its 12 


‘sister banks have joined many other. 











banks in Hongkong to provide a jointly 
operated automatic teller service — 
Jetco, which now has 18-20 bank niem- 
bers including the Chase Manhattan 
Bank — to compete against other elec- 
tronic card systems; notably that of the 
Hongkong and Shanghai Banking 
Corp./Hang Seng Bank group: 

The BoC's presence in the syndica- 
tion market is not new. The setting up 
of a loan management, deposit-taking 
subsidiary, China Development Fi- 
nance Co. (HK), in 1979 and the BoC's 
involvement in several loan syndica- 
tions worldwide, including a major 
facility (as a léad manager) to the 
ill-fated China Cement in 1980, has 
paved the way. for the BoC's en- 
larged role in the loan-syndication 
market. 

Now for the first time, the BoC is the 
actual organiser of a syndication, The 
new HK$610 million facility will fi- 
nance some 55% of the development 
cost of Admiralty H, a prime site east of 
Hongkong's Central district. The cost 
of developing: the twin-tower office 





` replacement by a 


in many ways parallels 
ment last year of colonial civil servant 
Colin Martin as banking commissioner 
by Fell, a former senior civil servant 
and stock exchange official in Britain. 
Fell highlighted this in his 24 April 
speech, which was billed as an impor- 
tant manifesto of official policy. Hav- 
ing already made it clear that he sees a 
clear duty for government to protect 
depositors and "promote a secure 
banking system," (REVIEW, 11 Apr.) 
Fell said Hongkong must recognise its 
international obligations and "play 
our part in establishing consolidated 
supervision by other jurisdictions." 


B ut itis the domestic implications of 
the proposed regrouping of super- 
visory agents in Hongkong which are 
of most immediate signifi- 
cance. At present, ultimate 
responsibility for the 
supervision of financial in- 
stitutions such as banks 
and DTCs, as well as secu- 
rities markets and insur- 
ance companies, is split be- 
tween the offices of the sec- 
retary for monetary affairs 
and the secretary for eco- 
nomic services. Some of the 
reformers would like to see 
more power being devolved 
to a Monetary Affairs 
branch operating more like 


block is estimated to be HK$1.1 billion. 
Previous plans to include a hotel ap- 
pear to have been shelved in view of 
comparatively dim prospects for the 
hotel industry in the late 1980s. The 
project is expected to come on stream 
by 1989-90 with a gross floor sup- 
ply of 1.2 million ft? — including shop 
space in the podium and basement 
floors. 

Banque Indosuez deputy general 
manager Georges Huine told the 
REVIEW that the development consor- 
tium — comprising the China-backed 
Ever Bright Industrial Corp. (15%), the 
Sino Land group of Singapore (15%), 
Kajima Corp. (a Japanese construction 

company, 20%), Henry Kwee of the 
Singapore-based Pontiac Land (30%) 
and Ho Yeow Koon of Keck Seng (Ma- 
laysia) Bhd (20%) — would be meeting 
the balance of the project costs from 
their own funds. 

Ever Bright chairman Wang Guang- 
ying has been credited with getting 
BoC interested in the deal. Wang's 
business reputation in Hongkong suf- 
fered a sharp setback last year when he 
backed out of a widely publicised 
property deal with International City 
Holdings, controlled by Cheung Kong 
(Holdings). 

Not long after, with confidence in 
Wang at a low ebb, rumours flew 
that Ever Bright was bowing out of 
the Admiralty П development. Wang 
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ters of a logistical nature. 

This is not just a question of ad- 
ministrative neatness. There is at pre- 
sent what is politely termed a "great 
deal of overlap" in the functions of the 
Monetary and Economic Services de- 
partments — plus a sometimes absurd 


degree of secrecy and empire-protect- | 


ing among officials. 

The results сап be almost ludicrous 
Such was the case with the collapse of 
Dollar Credit, one of Hongkong's 
biggest deposit-taking companies in 
1982, when banking secrecy was in- 
voked and only the intervention of the 
local securities commission (then 
under Fell) — on the grounds that Dol- 
lar Credit was a listed company — 
brought some investigative action. 


WHO DOES WHAT BUSINESS 


Hongkong's banks and DTCs 


Non-bank-related DTCs 
China-owned banks and related DTCs 
British banksand related DTCs 
American banks and related DTCs 
European banks and related DTCs 
Canadian banks 

Japanese banks and related DTCs 


was able to squelch the rumours, but 
not before the stockmarket as a whole 
had taken a beating. The BoC facility 
may redeem Wang in the eyes of Hong- 
kong investors. 

Wang is known to be close to Sino- 
Land group head Ng Teng Fong 
(known in Singapore as the Orchard 
Road King because of his properties in 
that area), with whom he has formed a 
number of projects in the past two 
years. These include residential deve- 
lopment joint ventures in Peking. 
Shanghai and Fujian for sale to Over- 
seas Chinese. 


he six-year facility will carry an in- 
terest rate of 1.25 points above the 
Hongkong inter-bank offered rate for 


signing and 1.75 points on the balance 
of the outstanding loan in the final 
year. BoC as lead manager and under- 
writer will contribute HK$150 million 
to the facility while the other two lead 
managers, Sumitomo Bank and Over- 
sea-Chinese Banking Corp. (OCBC), 
will each contribute HK$80 mil- 
lion. 

Participants will include Long- 
Term Credit Bank of Japan, Bank of 
East Asia and two of BoC's sister 
banks, each contributing HK$50 mil- 
lion, and Banque Indosuez, Daiwa 
Bank, Jardine Fleming Holdings and 
Belgian Bank, each contributing 


| Banking. 





| 


“кш лане | Dap | 


All banks and related DTCs 

Hongkong-incorporated banks and DTCs 
(excluding Hongkong & Shanghai 
Banking Corp, and Hang Seng Bank) 





| 





have since demonstrated, as in the - 
Deak Perera collapse, that they can act 
together more efficiently, but powers 
need to be formalised 

Fell is not calling for wider powers, 
but more discretionary use of existing 
existing 


powers. He noted that the 





| Fell: international obligations. 








HK$25 million. As manager of the 
loan, China Development Finance is 
responsible for negotiations and 
documentation. The facility is ex- 
pected to be signed in mid-May in 
Hongkong. 

An OCBC executive said the deve- 
lopment consortium has a number of 
prospective buyers lined up. They in- 
clude interested parties from Japan, 
Singapore and Hongkong. OCBC itself 
is also interested in acquiring space in 
the building, the executive said, noting 
that the site is almost next door to the 
BoC’s new headquarters in Garden 
Road. It is understood that many of the 
banks participating in the facility are 
doing so to foster better relations with 


| BoC. 
the first five years from the date of | 


The Admiralty II development will 
have to compete for buyers with Swire 
Properties’ Victoria Barracks site on 


| which development is expected to be 


completed by around the same time — 
1989 — yielding a possible 1.7 million 
ft? of commercial space. Swire has not 


| yet decided what type of development 


it should go for. 


Although property analysts are 


| guarded in their projections on de- 


mand and supply of office space by the 
end of the decade, some are optimistic 
that high grade office space in Central 
stands a better chance of being taken 
up than most other property develop- 
ments. 
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D ing 
ever in relation to its business., as he 
y consider necessary.” But he is 
ooking for waiver provisions so that 
he commission can act against a bank 
without first requiring the permission 
the Governor in Council. 

ealso talked of the need to consoli- 
te the existing Banking and Depo- 
"Taking Companies Ordinances into 
e single legal instrument. This he 
ifies by the argument that banks 
d DTCs in Hongkong are “in- 
'asingly parts of one banking sys- 


` Adequate supervision means this 
jnter-dependence within the industry 
nust be matched by a single legal 
ramework." Figures which Fell dis- 
losed in his speech, and which arise 
ut of an internal study of the industry 
vhich the commission is currently 
ndertaking, show that there are no 
ewer than 187 DTCs belonging to the 
177 overseas banks (from 48 countries) 


\ steady decline in the Philippines’ 
inflation rate has raised hopes that 
ky-high interest rates may soon start 
asing. The annualised inflation rate 
opped from 45.3% in January to 
9.8% in March, compared to an aver- 


ive times the previous year's level. 
Interest rates, which exceeded 45% 
owards the end of 1984, are being 
ushed up by high yields offered by the 
'entral Bank of the Philippines on its 
lebt instruments. In mid-April, the 
entral bank was offering 32-39% a year 
n its certificates of indebtedness and 
reasury bills, whilecommercial banks 
re charging 35-40% a year on loans. 
High interest rates have been in- 
tended primarily to siphon 
off the excess liquidity 
which flowed into the econ- 
omy in late 1983 and early 
1984. But in the process, the 
‘prohibitive cost of operating 
capital hastaken a heavy toll 
oh several industries which 
have simultaneously. been 
acing poorer market.condi- 
ons. Businesses in many in- 
ustries have either. sus- 
ended operations or closed 
"down. 

A key factor in the antici- 
pated lowering of interest 
rates would. be the money- 
supply targets which niust 
be met by the government as 
a condition for ^" further: 
drawdowns on.a standby. 








ge inflation rate in 1984 of 50.3% — | 





"The study has also thr 
interesting figures on the size of assets 
and deposits held by different classes 
of financial institution in Hongkong 
and underlined the need for a flexible 
system of supervision and control. Fell 
noted that a proposal in 1975 to intro- 
duce a new category of "wholesale" 
bank in Hongkong had not been pro- 
ceeded with. He hinted that this 
might be a category worth considering 
again. 


he rationale appears to be that such 
institutions dealing with large- 
scale (frequently offshore) transac- 
tions might not need to be subjected to 
the same capital-to-asset ratios which 
the government is now considering in 


Hongkong, and that protection for de- 


positors might not have to be so-strin- 
gent as that for institutions carrying 
on small, domestic banking-type busi- 


"ness. 


B ECONOMIC MONITOR SE PHILIPPINES 
inflation turns downward 


credit facility from the International 
Monetary Fund. Despite the central 
bank's already-tight rein on money 
supply, Manila failed to meet a target 
of P31 billion (US$1.7 billion) at end- 
March, exceeding that figure by 
around 2.6%. Bankers say that any 


easing of interest rates will also de- | 


pend on the loosening of the central 
bank's monetary policies. 

The crippled productive capacity of 
an economy starved of foreign ex- 
change until recently has seen a steep 
35% drop in imports in the first two 
months of 1985 to US$653.2 million, 
from US$1.01 billion in the compara- 
ble period of 1984. Exports also fell, by 
4.2% to US$758.3 million in the same 
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been operating in Hongkong since 
1981. 

Banks could þe divided into retail 
and wholesale banks with residual in- 
stitutions being classified simply as fi- 
nance companies. As of 1981 (the latest 
figures compiled) there were 169 DTCs 
doing merchant banking or quasi- 
banking business, 28 which were sub- 
sidiaries of licensed banks set up to cir- 
cumvent the deposit-rate restriction 
applied to banks under the formal In- 
terest Rate Agreement. 

Another 116 acted as conventional 
finance companies. There are also 
(now) 44 DTCs belonging to 49 over- 
seas corporations which are not banks. 
This structure was formally recognised 
under the three-tier system in an at- 
tempt to control the flow of deposits 
into each type of institution, but it 
has complicated the job of super- 
vision. ü 
































two months, but the country was still 
able to register à trade surplus of 
US$105 million (against a deficit of 
US$217 million in thesame períod last 
year). 

The slowdown had already thrown 
some 3 million people out of work in 
the year ending January 1985, accord- 
ing to a survey, about 15% of the coun- 
try's labour force. The labour situation 
worsened in the first quarter with 88 
strikes, a sharp risefrom 64 in the com- 
parable 1984 period. Analysts are pre- 
dicting that the harsh business condi- 
tions will result inva new record for 
Strikes, in 1984 a record 272. 

Current estimates of overall econo- 
mic performance for 1985 range from 
zero growth predicted by the IMF to an 
expansion of 1.5-2.5% in the gross na- 
tional product estimated: by the gov- 
ernment's National. Economic and 
Development Authority 
(NEDA). The optimistic pro- 
jections of NEDA are predi- 
= cated on what it sees as pro- 
| press in achieving the ex- 
port. target of US$5.8 bil- 
lion this year. (The target 
compares with achieved ex- 
ports of US$5.39 billion in 
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1984.) 
Another factor is the ex- 
pected finalisation with 


the country’s foreign-bank 
creditors of ап agreement on 
the infusion of new credits 
worth US$925. million (on 
top of the rescheduling of 
some debts), and the reacti- 
vation of US$33. billion 
worth of trade credits for the 
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THE VALUE OF HAVING 
YOUR MEETINGS 
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From audio-visual equipment to casual coffee 
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In pursuit of profits 





Drilling for oil is always hard work. But when you do it in the 
middle of a jungle, the strain becomes downright torture for 
both man and machine. 

This is the story of how an advanced engineering com- 
pany called Atlas Copco helped a Brazilian petroleum outfit 
increase productivi ty and cut service costs at their rigs. 

If you've concerned with company profits, this story could 
relate to you, too, no matter what industry you're in. 


STRUGGLING FOR BLACK GOLD 
IN GREEN HELL. 











Take a DC-10 and fly 3,000 km north- 
west from the lovely beaches of Rio de 
Janeiro. When you arrive at Manaus Air- 
port, a veritable steambath on the banks 
of the Amazon River, you charter a Fok- 
ker and proceed another 1,000 km into 
mosquito-land. Once in Carauari, a tiny 
boom town of ramshackle sheds, you 
board a chopper. Finally, after another 
bumpy hour in the air and if the rains 
aren't too heavy, you'll spot oil rig SM1 
in a clearing. 

Oil prospecting is critically impor- 
tant to Brazil. The country owes a stag- 
gering foreign debt, and is therefore 
struggling to establish self-sufficient oil 
and gas supplies. So not even the most 
impenetrable rain forest can stop Petro- 
bras—the Brazilian government's petro- 
leum company — from moving in with 
their rigs. 

Of course, there are complications 
with a mobile on-shore rig like 
SM1 in the Amazon Basin. Since 
there are neither roads nor navig 
able waters, the only way you can 
move a rig from one place to an- 
other is to fly it one piece at a 
time by helicopter. The same 
goes for spare parts and service 
crews, which often have to be 
flown in from far-distant Rio de 
Janeiro or бао Paulo. 

No wonder Maintenance 
Engineer Mario Jorge Andrea 
(nicknamed “The Major’, after 
his initials) of Petrobras dreams 
of equipment that never needs 
service. But that’s just wishful 
thinking in a climate where the 
thermometer regularly hovers 
around 40°C, the humidity is 
always 95+%, and the heavy 
rains are as predictable as clock- 
work. 

Migraine-size trouble 


The Major has a lot on his mind. One of 


his biggest headaches used to be the sup- 
ply of compressed air. 





Compressed air is vital to every 
oil rig. The main power source at SM 1 15 
a battery of diesel engines. But the doz- 
ens of clutches that transmit the power 
from the engines via crank shafts to drill 
steel are driven by air. Not to mention all 
the instrumentation used for controlling 
the operation at the rig. In other words— 
no air, no drilling. 

At least twice a month, the com- 
pressor used to wheeze to a halt—and 
stop the whole operation. A stand-by 
unit would be attached and they'd limp 
along with that until a service engineer, 
or at least the necessary spare parts, 
could be flown in. 

A good idea 
As you can imagine, the Major went 


through a lot of aspirin. Then he heard 
about Atlas Copco's oil-injected screw 
compressors. They're cool running and 
only have a few moving parts, so that 
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The Atlas Copco compressor is built into a 
cage that can be lifted by helicopter or 
dragged through the jungle by a caterpillar 


tractor. 








means less wear, less attention and les 
need to replace parts. 

Together with Atlas Copco in Sa 
Paulo, he designed a cage that containe: 
a GA compressor with air dryer, heav 
, duty filters, special electric mo 
tors and a starter. All of it was de 
signed, and even painted, to with 
stand the jungle environment 
And what's more, the cage coul 
be lifted by helicopter or dragget 
through the rain forest by a cater 
pillar tractor. 

The Major is still a ver 
busy maintenance engineer. Bu 
he's not busy with compressor 
anymore. Since the first of Petr: 
brás 42 Atlas Copco compressor 
was put into operation three year 
ago, not one has failed. 

Who is this Atlas Copco? 

By now you may be wondering 
"What has all this got to do witl 
me? I’m not even remotely con 
cerned with the oil drilling bus 
iness? A lot, we hope. Read oi 
and see. 

Atlas Copco is one of the world' 
leading companies in the field of com 
pressed air and hydraulics. But меті 
also active in other technical areas, sucl 
as electronics. 








In a clearing in the rain forest, the SM1 rig 
finally stands erect, after being flown in 
piece by piece by helicopter. A few month: 
from now it'll be flown to a new clearing 
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Your ticket to better profits 
When you buy somethir 


Atlas Copco, you don't get a | 
Yot get а р fitable t 
problem. Our ain 
your operating ‹ 


iur income. Or b 
We don't pride ours 
having developed our meth 


products all on « 


r Cl ) 
[Typical customers are ind Islr1es history vou just read 
involved in mechanical production, food Mlas Copco has 15,704 
The company sells its 3,000 prod processing, chemicals, pharmaceuticals, ees on five continents. We | 
icts and services to 250,000 registered textiles, and electronics. Included in this sales companies in 46 cour 
customers in more than 120 countries. group, of course, are building and con tribi including « t 
struction contractors and mine operators tior inother 80 
In recent years, Atlas Copo has ip by over 400 í t 
also established itself in new areas sucl chanics and spare suppli 
as gas compression, the mining of soft world 
rock—including coal—and heat-energy So we're el 
recoverv call a 


| quarters, S-10523 Stockholm, Sweden. | 
me to make a little more money. Or use this magazine's reader service card 
Send me your brochure, “In Pursuit of 
| Profits”, with more case histories like this Name | 
опе and general information on how 
| Atlas Copco solves customer problems position | 
and needs. 
My business is Company 
| (specify type of industry). Send me in- | 
The Major (at right) and his colleague Nel- formation that shows what youcandoin Street 
:i Margalho deserve a rest. Being responsi- | this field. | | 
Ме for the maintenance of an oil rig іп the I'm interested in 4 City 
niddle of the Amazon jungle isno picnic. | (specify type of product). Send me rele- State Zip | 
x . vant literature. 
Jur manufacturing and pr duct devel- Have your nearest representative call Country 
pment are spread over 16 countries. me for a no-obligations discussion about | 
nvoiced sales in 1983 exceeded a specific product. Phone 


51,000,000,000. 
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А sound investment. 
“There's no use trying to figure out how 
much money our new Atlas Copco com 
pressors save," says the Major. "What's 
important is that they don't fail? 
He's right, of course, but let's look 


YES I would like to see for myself 
€ if Atlas Copco could help 


Atlas Copco 
e 


Mail this coupon to Atlas Copco Head- 
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HARMONY 
THE WATCH, THE LIGHTER AND THE PEN. 


The world recognizes the name S.T. Dupont as synonymous with superb quality, craítsmanship and 
superior design. 


In Asia, S.T. Dupont recognizes the Far Eastern Economic Review as the region's most effective advertising 
vehicle to carry its discerning message. 











DID YOUR 

COMPANY 

MAKE THE 
‘REVIEW 600’? 


One of the best ways to mea- 
sure the dynamic quality of a 
publication is to examine the 
quantity and quality of the ad- 
vertising pages it carries. Last 
year, when many publications 
were struggling to maintain 
advertising volume, the Re- 
view carried more advertising 
than at any time in its 39-year 
history. 


More than 600 companies 
from every corner of the globe 
selected the Far Eastern Eco- 
nomic Review to promote their 
message representing every 
major category of industry in- 
cluding banking & finance, 
travel, high technology, con- 
struction & engineering, li- 
quor, office equipment, luxury 
products and many, many 
more. 


As the world’s premier publi- 
cation on Asian affairs, the 
Review delivers top decision 
makers in business, industry, 
government and the profes- 
sions more cost effectively 
than any other publication in 
Asia. 


To reach the elite, join the elite 
by advertising in the Far East- 
ern Economic Review and join 
the Review 600. 


For a composite of every ad- 
vertisement carried write, on 
your company letterhead, to: 


Ms. Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review Ltd. 
GPO Box 160, Hong Kong 





CME Eurodollar Options: 
Long4erm Relief For Shorélerm Risk 


Options on Eurodollar futures 
are trading now at the Chicago 
Mercantile Exchange, and that's 
good news for those who manage 
short-term interest rate risk. 

Here are a few important 
reasons why. 


e CME EURODOLLAR OPTIONS 
ARE AN EXCELLENT HEDGE 
FOR CAP-RATE LOAN 
PROGRAMS 

CME Eurodollar option positions 
can protect the spread in a cap-rate 
loan by locking in the cost of funding 
if rates rise. And they don't set an 
artificially high funding level if 
rates drop. 

Eurodollar options are analogous 
to interest-rate insurance. By buying 
a Eurodollar put, the lender protects 
himself from rising rates. If rates 
rise, the increased cost of funding 
is offset by the increased value of 
the put. If rates fall during the 
course of the loan, funding can be 
accomplished at the lower rate and 
the option can be allowed to expire. 
And the cost of this protection is 
limited to the cost of the put. 


@ ACCURATELY HEDGE 
UNCERTAIN EXPOSURES 

Long Eurodollar option positions 
can be the best way for banks to 
hedge uncertain rollover of deposits 
or loans. 

The rollover of deposits and loans 
is always uncertain as to volume, 
rate and timing. For example, the 
borrower always has the opportunity 
to roll over less than the full amount 
of his loan. When options are used 
to hedge this risk, the lender can 
afford himself only the amount of 
protection he needs. 

Moreover, with Eurodollar 
options, the hedger can construct 
a position that provides coverage in 
one direction and minimizes risk in 
the other. If rates move against an 
options position, the hedge is simply 
allowed to expire, and the loss is 
limited to the option premium. 


Nearby Furodollar 
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Eurodollar options are based on Eurodollar 
Jutures. The nearby futures contracts are 
related to 3- and 6-month LIBOR, as well 
as to other short-term interest rates. 


* ENHANCE THE YIELD ON 
INVESTMENTS AND REDUCE 
THE COSTS OF BORROWING 

Some institutions might wish to 
consider the benefits of writing 
Eurodollar options. 

Writing options against assets 
produces a cash inflow that improves 
yield. Writing options against 
liabilities produces income that 
reduces cost. 

In both cases the option writer 


forgoes some benefits of favorable 
rate moves, but he does so for a known 
and immediate premium income. 


* ATTRACTIVE TRADING 
FEATURES 

Limited Risk. Banks can maintain 

a hedge against adverse rate changes 
and still benefit from favorable 

rate movements. 

Flexibility. Eurodollar options are 
part of a growing family of short-term 
interest rate contracts at the CME 
that includes Eurodollar futures, 
T-bill futures, six currency futures 
and three currency options. Long 
and short Eurodollar option positions 
can be used in combination with 
these CME contracts to tailor 

a hedging or trading position to any 
given market view. 

American-Style Contracts. CME 
Eurodollar options can be exercised 
on any trading day before expiration. 
Exercise Procedures. Exercising 

a CME Eurodollar option before 
expiration results in a futures position 
and does not require making or 


taking delivery of any cash instrument. 
Eurodollar options and Eurodoliar 
futures expire on the same day and 
converge to LIBOR. At expiration, ir 
the-money options are automatically 
exercised and settlement is based 

on a cash difference. Thus, there is 
no need for hedgers or traders to 
liquidate positions to avoid delivery. 
Contract pricing becomes extremely 
efficient, and all delivery costs 

are eliminated. 

The CME Market. CME Eurodollar 
options are based on the most active 
short-term interest rate contract 
offered by any exchange — CME 
Eurodollar futures, Last year more 
than 4 million Eurodollar futures 
contracts traded. And at the CME, 
Eurodollar futures and options trade 
side-by-side, enhancing liquidity 

in both markets and providing a 
continuous benchmark of 
comparative values. 


FIND OUT MORE 

CME Eurodollar options are trading 
now. Find out how they can help you 
manage short-term interest rate risk 
more effectively than ever. Contaet 
your brokers today. And contact the 
Chicago Mercantile Exchange for a 
free copy of “Options on Eurodollar 
Futures? Overseas, call 312-930-8213. 
Telex: 210214. 


copy of the booklet "Options on Earodollar. | 
Futures: A Strategy Gudde” 
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HE PRIVATE EYE. Philosophers have said that the world you see is but a reflection 
of your own soul. And each soul is unique, so no two people can see exactly the same world. 
That is what makes photography so fascinating: A good photograph is a glimpse of the 
photographer’s soul. Unless he has used one of those cameras that make all the exposure 
decisions themselves. Then the result may be just a glimpse of the camera’s gadgetry. The 
image will be the same whether it is you or somebody else who pushes the button. Should you 
prefer a camera that sees the world with your eyes, there is an exceptional choice: The 
Hasselblad. Its advanced technology is created to enhance your image of the world, not its own. 
And its е она is created so that it will keep on doing that for a long 


time. Those are the reasons why most leading photographers as well as astronauts 





use the Hasselblad. Those reasons may be enough for you too. 


иди, В СТСТ AB, SWEREN 


HASSELBLAD 


Write for free literature: 
Victor Hasselblad AB, Box 220, 


8-401 23 Göteborg Sweden. 


IO: LENNART DUREHED. CAMERA: RASSELBLAD. 























© SHROFF has laid down his abacus 
and succumbed to the culinary temp- 
tations of a -Ginza sushi bar on these 
warming Tokyo nights. The master 
chef's morsels — perhaps: a slab, of 
cool.rice topped. with ra ai 
or a dab of sea-urchin roe 
come as appetising to 
to local palates. С 
But not so the sushi bond, the 
scourge of.foreign investors.in the 
Euromarket. Yet this relatively low- 
interest instrument appears to have 
. staged a comeback. Enthusiasm for 
sushi bonds is exclusively Japanese, 
so much so that one Tokyo financial 
daily described the instrument’ as 
being “of Japanese, by Japanese and 
for Japanese.” 

Sushi bonds had been lying low for 
some months, until 15 April when the 
Industrial Bank of Japan issued a 
US$100 million bond on the 
Euromarket. Unmistakably sushi, 
foreigners said. Interest on the 10- 
year issue was pegged at just 0.25 of 
a percentage point below the United 
States Treasury bond rate of 11.5%. 

|. The bond — issued by Japanese, 
. underwritten by Japanese and 








bought by Japanese — was aimed: 
principally at life-assurance com- 


panies, which now want to channel a 


“| higher percentage of their total assets 


into foreign-currency, mainly US- 
dollar denominated, investments. 
|. Their investment in foreign-issued 
, bonds and securities is restricted by 
_ the Ministry of Finance (MoF) to 10% 
of total assets. But no restriction 
applies in the case of foreign-cur- 
_rency issues made by Japan residents. 
Pressure is building on the MoF to 
lift or even abolish these limits and 
„ consider revising also the. unwritten 
: but oft-cited “guidance” that invest- 
 ment.of asset increases in foreign is- 
sues be restricted to 20% of the quar- 
лепу increment. Some of the majors 
;, among the 23 (including three 
foreign) life-assurance companies in 
‘Japan are almost brushing the 10% 
ceiling. Most smaller concerns within 

| the group are hovering at 6-7%. But 
the rate is growing as insurance- 
portfolio managers continue to be 
wooed by high foreign interest rates 
(Japanese Treasury issues return 6%). 
When the ceiling is reached for 
most life-assurance companies — 
which will be before the end of this 
year if the current rate of increase is 
. Sustained — there is bound to be a 
‘bigger offering of sushi, though most 


d portfolio managers say they will not 
1. be satisfiec 
, Steak. Managers are quietly demand- | vened to save theloan to lend credence 


d with anything less than 
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Fishing for complementary assets 


ing the freedom to place their funds 
where the returns are highest. "The 
MoF should realise that we are re- 
sponsible investors: we can take ex- 
change risks,” said one; The assur- 
ance companies would much’ rather 
invest in.foreign-issued bonds, but 
because: of the ceiling, sushi bonds 
provide the only alternative way into 
foreign-cutrency investments. For 
this reason, the interest rate on a 
sushi need not compete with, say, US 
Treasury bonds. 

As yet, none of the assurance com- 
panies has made formal presenta- 
tions to the MoF on the issue and 
therefore the bureaucrats have had 
no need to announce a formal deci- 
sion. But unofficial soundings have 
been advanced in the past month and 
the MoF, equally unofficially, has put 
out the word that the ceilings are here 
to stay. This hard-nosed "no" has 
prompted some analysts to speculate 
that the MoF is saving a possible con- 
cession on the limits for use as a bar- 
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Notes: % of total investment in brackets. 





Source: Life Insurance Association of Japan. 


gaining chipincapital-market liberal- 
isation negotiations with the US. 

Ф OFFICIAL. efforts. to inter- 
nationalise the yen received a stun- 
| ning setback in mid-April with the 
collapse of the first big Euroyen syn- 
dicated loan, which was to be made to 
Sweden, but Shroff doubts the 
| roadblock was bureaucratic. - 

The MoF had earlier in April lifted 
| restrictions. on medium- and long- 
term lending. Sumitomo Bank was 
the first to react, and therein Нев ће 
most probable cause of the loan's de- 
mise. Sumitomo speedily initiated a 
* 100 billion (US$405.2 million) loan 


0.125 of a percentage point above the 
London inter-bank offered rate, now 
at about 8.89.25 The boycott of this 
loan by other major Japanese banks, 
ostensibly because of the:too generous 
terms, is how history. But Shroff 
takes issue with.the foreign view that 
the MoF could, or should have, inter- 
































ra its capital-market liber: 4 
| Sumitomo, Shroff believes, was 
auc to be first, : 
i 
| 





keeping fellow bankers abi 

intentions, which all adt | 
| breach of.the code of consen: 
|un-Japanese, and he 
| state of being overly 
[In Sumitomo's case 
and that fuelled г 
| peers even more. The 
| tion by the МОЕ may be 
| lent endorsement of the m 
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displeasure with Sumi 
more likely the МоЁ, w 
enced in hindering cer 
| tions with foreigners. 
isorely lacking in proced 
| courage the deal. 
| The case is certain to B 
textbook lesson in ете 
corporate relationships, And 
likely to provide ammunition 
school of thought that v i 
nancial and trade liberalisaticor 
firmly stated political goals t 
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COMMODITIES 


Tin on the floor 


A recent adjustment іп the base price of the metal points to 
heavy losses incurred by the ITC’s buffer stock operations 


By James Bartholomew in London 


И price of tin in Malaysia has 
fallen through its floor price fol- 
lowing heavy real losses sustained by 
the buffer-stock operations of the In- 
ternational Tin Council (ITC). These 
losses have not been disclosed by the 
ITC, but information supplied to the 
REVIEW suggests they have exceeded 
£50 million (US$60.17 million) during 
the past year. Smaller losses were 
probably also suffered in the previous 
two or three years. 

The effect of allowing the tin price to 
fall below the floor should be to reduce 
such losses in the future. But the dam- 
age to the ITC’s reserves has already 
been done and it seems inevitable that 
the members of the ITC will be called 
upon in their next agreement to pro- 
vide more resources. Some members 
may be reluctant to subscribe new 
funds in view of the losses incurred and 
the way in which the market has been 
distorted. The whole strategy of the 
ITC is called into question by these 
losses and other developments in the 
tin market. 

The floor price under the current In- 
ternational Tin Agreement (ITA) is 
M$29.15 (US$11.7) a kg. This price has 
been successfully defended in the Ma- 
laysian tin market in Kuala Lumpur 
for several years. But it has been possi- 
ble to defend this price only because 
the Malaysian market is not free and 
open. Effectively, only tin from Malay- 
sia together with some from Australia 
is sold there. In London, where the 
market is open to all comers, the price 
has been lower. 

Since buyers always want the 
cheapest price, they have gone to Lon- 
don. The only buyer in Malaysia, for 
most of the past few years, has been the 
ITC buffer stock manager, who has 
been obligated to defend the Malay- 
sian price. 

The new development is that the 
buffer stock manager, Pieter de Kon- 
ing, has, after a year of trying, suc- 
ceeded in obtaining permission from 
the ITC to release him from his obliga- 
tion to prevent the Malaysian price 
falling below M$29.15. Accordingly, on 
22 April, the price moved below that 
level. By the end of the week it had 
slipped to M$28.45. 

Koning described the move as wel- 
come "flexibility." He said the 
strength of the Malaysian dollar had 
meant that in terms of other curren- 
cies, particularly the European ones 
the price had risen substantially. It 
was, he said, “common sense” to take 
account of this. 


94 





But another major factor underlies 
the change of policy. Itis all but certain 
that huge losses were incurred in keep- 
ing up the price in Kuala Lumpur. 
Losses will have been caused in two 
main ways: 

» The buffer stock manager has 
bought nearly all the tin sold on the 
Malaysian market and sold it in the 
London market at a loss. The amount 
sold in Malaysia was some 40,000 ton- 
nes a year. The manager could not add 
it to his stock as this has been full for 
several years. Since the typical differ- 
ence in price between Malaysia and 
London has been some £500 a tonne, 
the sale of this 40,000 tonnes amounts 
to a loss of £20 million on an annual 
basis. 

» The interest cost on the buffer 
stock’s borrowed money is very large. 
The borrowings of the buffer stock 
manager are not disclosed but they 
have been dramatically increased in 
recent years by obtaining finance from 





Tr price of rubber, like that of tin, 
is under pressure. Unlike tin, 
there are currently no official export 


these may have been started unoffi- 
cially). 


national Natural Rubber Or 

April, some of the producer countries 
are expected to press for export con- 
trols. They will also be seeking more 
funds and a much higher intervention 
price. They will use the growth in 
production costs as the basis for their 
arguments. The consumer countries 
will resist on the basis that there is no 


purpose 1 1 
what the market will bear in the long 
term. The result will be disagreement 
and, quite possibly, impasse. us 
The rubber buffer stock is not 
thought to have incurred losses on the 
scale of the tin buffer stock. The man- 
ager has not had to buy in one market 
and regularly sell at a loss in another. 


full and the price is bumping along 
near the floor price. Е, 
Whichever way the difficult meet- 
ing ends (it is scheduled for two 
weeks but might continue for three), 
time is ing out for the current 
agreement 





MORE BUMPS THAN BOUNCE ___ 
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controls or production limits (though |2 


At the current meeting of the Inter- | 
tion which started in Geneva on 22 | 


in keeping the price above - 


But the rubber buffer stock is all but | 


finishes in October. - 
— JAMES BARTHOLOMEW - 


‘London Metal Exchange (LME) brok- 


ers. These increased borrowings might 
have been used to finance some 40,000 
tonnes of his stock which, including 
the tin financed by LME brokers, has 
probably exceeded 80,000 tonnes. The 
40,000 tonnes at, say, the floor price of 
M$29.15 a kg would have cost M$1.17 
billion. The interest cost on the sterling 
equivalent (£385 million) at an average 
rate of, say, 13% would be £50 million 
annually. 

Thus the total loss could be around 
£10 million. David Williamson, direc- 
tor of metals research at Shearson 
Lehman American Express, told the 
REVIEW that these calculations were 
only a guideline and that other factors 
could affect the net result, but he ag- 
reed "it is conceivable that it [the ITA] 
is costing £70 million to run." He con- 
sidered a loss of £50 million "quite 
likely." 


he accounts of the ITC will show 

large profits resulting from the 
price rise of tin in sterling terms. These 
would wipe out much, if not all, of the 
the losses described. But many ac- 
countants involved in inflation ac- 
counting believe that such "profits" 
are illusory and should not be counted. 
If the ITC sold the tin for cash, it would 
have a profit. But since it is obliged to 
buy the tin back again to maintain its 
stock and keep the price up, its profit 
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does not mean money in hand. Ther 


fore, stock profits can easily be | 


changed into stock losses. But interest 
charges, once paid, are forever. If ster- 
ling continues to strengthen, these pro- 
fits will be eliminated but the interest 
charges cannot similarly be removed. 

A mitigating factor is that the buffer 
stock manager is the biggest player in 
the market. With this advantage, ac- 
cording to Williamson, he *almost cer- 
tainly makes substantial profits trad- 
ing." On the other hand, the manager 
will have suffered from the fact that 
the forward price has frequently been 
lower than the cash price. One of his 
tactics has been to buy cash tin and sell 
it forward. In normal times this would 
give him a reliable profit since the for- 
ward price is normally higher than the 
cash price. But since the buffer stock 
manager has done this trick so much, 
the forward price has frequently fallen 
below the cash price. This has meant 
that instead of taking a guaranteed 
profit, he is faced with a guaranteed 
loss. 


he losses suffered mean that the 

members of the ITC may be called 
on to make further contributions to the 
buffer stock. But there must be consi- 
derable doubt that all the current 
members will be willing to continue 
shoring it up. 

In principle, a buffer stock is a fund 
which buys stock when the price is low 
and sells when it is high in an attempt 
to stabilise a market. On this basis, it 
should rarely, if ever, need topping up 
if the intervention prices are at levels 
sustainable in the long-term market 
conditions. This system makes sense to 
everyone, consumer and producer 
alike, as a stabilisation fund: But ac- 
tivities over the past three years have 
created a different kind of buffer 
stock. It is one which incurs heavy in- 
terest charges and knowingly makes 
trading losses. Consumer countries in 
particular might ask themselves why 
they should continue to subscribe. The 
United States pulled out of the current 
ITA and it is possible that other con- 
sumer countries might want to pull out 
of the next one. 

The losses and other developments 
in the tin market bring the whole stra- 
tegy of the ITC into question. This stra- 
tegy has emerged as price massaging, 
and export controls (which are effec- 
tively beginning to mean production 
cutbacks). The advantage of the stra- 
tegy has been to keep the price of tin up 
for a number of years. But the costs 
have been high: 

» The losses are paid for by the tax- 
payers of producing and consuming 
countries in proportion to their pro- 
duction/consumption. That means 
that Malaysian, Indonesian and Thai 
taxpayers, for example, are among the 
biggest contributors. 

» A higher price for consumers, at 
least until market forces exert their 
power, as they are now doing. 





» Smuggling — to get round the ex- 
port controls. In particular, tin is 
smuggled from Malaysia and Thai- 
land. That is why Singapore appears 
on the statistics as a tin producer even 
though it has no tin mines. 

» A structural fall in consumption of 
tin as it has been priced out of markets. 
Consumption is lower now than in 
1979, 1978 or 1977. 

» A reduced share of the declining 
market for the ITA producer countries 
because of the export controls. This 
trend is set to continue. Countries 





Past, present, future 


are going to increase 
their share are B ir, 
tain, Peru, Cana ahd 
Brazil. € 

This last point is a 
cruel irony. The:.ex- 
port-control strategy 
designed to help tin 
mining in places such 
as Ma sis, Indofiesia 
and Thailand has re- 
sulted in higher prices, 
but has also -forced 
contraction of their 
tin mining industries, 
putting thousands’ of 
people out of "work. 
Meanwhile, (in: the 
relatively prosperous 
countries of Britain (a 
high-cost producer) and Canada, pro- 
duction is set to increase. 

At the negotiations to create the next 
ITA, some producer countries will de- 
mand that the existing policies are not 
only maintained but are reinforced. 
They may try to pressure other coun- 
tries to help them by also controlling 
próduction or increasing contribu- 
tions. But, perhaps, the time has come 
to ask whether a strategy now shown to 
have so many costs is really appro- 
priate. Is the right response to a mistake 
to do it again with greater force? J 


Indonesia's new commodity exchange opens 


with a contract in physical rubber 


By Lincoln Kaye in Jakarta 


AS a three-year gestation, a new 
tenant has been hatched for the 
huge, sleek and largely empty building 
which houses the Jakarta stockmarket. 
The Indonesian Commodity Exchange 
(Incomex) began open-outcry pit trad- 
ing in late April with a range of physi- 
cal rubber contracts, with other com- 
modities and futures contracts expect- 
ed to follow. 

Potential market users will be keep- 
ing a close eye on how Incomex per- 
forms with rubber. The commodity is 
one of Indonesia's most promising of- 
ferings in the country's bid to diversify 
its trade away from the petroleum sec- 
tor, if its marketing problems can be 
overcome. Although it has more rubber 
acreage under cultivation than mar- 
ket-leader Malaysia, Indonesia has 
been in second place in the world rub- 
ber-market share since World War II. 
Part of the reason lies in production: 
Malaysian estates are more efficient. 
But just as damaging to Indonesia has 
been its haphazard marketing system. 

Transportation through the cumber- 
some network of officially approved 
shipping lines has proved so unreliable 
that product has backed up in remote 
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island godowns. Quality variations 
among different producers have ren- 
dered the supposedly standardised 
grading system suspect. The lingering 
memory of defaults on forward-deliv- 
ery commitments in the early 1970s has 
made for a risk discount even today in 
Indonesian rubber prices. 

To get around these problems, pro- 
ducers have — legally or not — sold : 


their product through organised ex- * 


changes in Singapore and Kuala Lum- 
pur. By repatriating this trade, In-' 
comex promoters hope it can save mid- : 
dlemen's fees for Indonesian planters, Î 
re-assert  Jakarta's administrative 
control over one of its most vital non- i 
oil export commodities and help! 
rationalise the industry. 

With a commodity exchange, ac-'! 
cording to Incomex board chairman: 
Paian Nainggolan; traders can handily 
hedge their positions. Contracts аге! 
conveniently sized by containerloadr 
for physical delivery. The exchange's 
clearing house stands behind all In- 
comex transactions, to compensate de- 
faults and resolve quotation disputes 
between buyers and sellers. Since each 
lot is identified by producer; traders. 
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Peace at a price 


A strike at one of South Korea’s major industrial plants sees 
a surprising — and smooth — victory for the workers 
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By Paul Ensor in Seoul 


A 10-day strike at Daewoo Motor 
Co.’s Bupyong plant ended on 26 
April with a settlement between 
Daewoo group chairman Kim Woo 
Joong and Hong Yong Pyo, the leader 
of a faction of workers who had rebel- 
led from the formal union leadership to 
stage an illegal strike. The peaceful 
settlement of the dispute, which in- 
volved concessions on both sides, has 
been greeted with reserve here in the 
midst of an unusually tough bargain- 
ing season between labour and man- 
agement. 

The immediate effect of the settle- 
ment will be higher wage increases in 
upcoming settlements — these are cus- 
tomarily made in March and April but 
have been held back pending settle- 
ment of the Daewoo dispute. The other 
results for the labour movement are 
not quite as clear, but could be signifi- 
cant: this was the most serious labour 
dispute to have occurred since Presi- 
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can price contracts according to their 
known quality rather than by an unre- 
liable standardised grading system. 

Although only physical auctions are 
planned at present, longer-term fu- 
tures contracts could become feasible 
as Incomex trading becomes more 
familiar and Indonesia carries out its 
reform of the inter-island shipping 
system (REVIEW, 26 Apr.). If the com- 
modity-exchange concept catches on 
with rubber, it could be extended to 
such other Indonesian crops as coffee, 
cocoa and palm oil. 

Incomex members were to be re- 
cruited initially from the Indonesian 
Rubber Enterprises Association, some 
36 members of which have applied. 
Full membership is open only to na- 
tional companies incorporated and 
domiciled in Indonesia. Full members 
must be capitalised at Rps 100 million 
(US$90,900) for ordinary traders and 
Rps 150 million for brokers. Member- 
ship fees are Rps 500,000 and annual 
subscription costs Rps 150,000. Mem- 
bers must also pay a yearly subscrip- 
tion of Rs 150,000 for each commodity 
pit traded. 

Non-Indonesian firms — joint ven- 
tures, commodity associations (such as 
the International Natural Rubber Or- 
ganisation), foreign traders and mer- 
chant banks — may join Incomex as as- 
sociate members. Incomex has receiv- 
ed six inquiries about membership 
from Singapore, five from Japan and 
two from South Korea. 


—————— MÀ MÀ 000€ 
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dent Chun Doo Hwan came to power in 
1980. The fact that it occurred at 
Daewoo Motor Co. has given it further 
prominence. The company is a key 
player in the government's plans to 
make South Korea a major exporter of 
cars, and recently signed a joint-ven- 
ture agreement with General Motors 
Co. of the United States. 

The leaders of the approximately 
2,000 striking workers were in disag- 
reement with the plant's union presi- 
dent, Kim Young Man, who is widely 
considered to have gained his position 
in 1983 with the blessing of the com- 
pany. Under the leadership of 28-year- 
old Hong, the strike was called on 
wage-related issues. For the first few 
days the workers continued to report 
to work, but remained idle within the 
plant; on the fourth day a group of 330 
occupied the plant's research building. 
Soon afterwards the factory was seal- 
ed off by riot police. Apart from some 
fighting with police outside the 
plant, by local standards it was a 
peaceful strike. Around 170 workers 
were detained by the police, but soon 
released. 

In an unusual gesture, the Daewoo 
group chairman went to the plant and 
negotiated a settlement directly with 
Hong. The workers had demanded an 
18.7% wage increase in addition to the 
4.7% basic “step” increase that all em- 
ployees of the Daewoo group received 
from 1 April. Daewoo was offering the 
car workers 5.7% in addition to the 
basic increase. According to the agree- 
ment negotiated between Hong and the 
chairman, wages will rise by 8% (in ad- 
dition to the step increase) and bonuses 
and improved benefits will push the 
increase up a further 4.1%. The official 
union leader protested, and to enable 
him to save face, Kim Woo Joong 
boosted the step increase by 2% to a 
total of 6.7%. 

According toca trade-union special- 
ist in Seoul who asked not to be iden- 
tified, the strike “was called on classic 
union lines, with reasonable bargain- 
ing, and no bloodshed. It never became 
political, even though riot police sur- 
rounded the occupying workers and for 
several days food was withheld." Hong 
"acted like a responsible trade 
unionist," the expert said. Whether the 
government decides to punish him — 
for breaking the law in calling a strike 
without first asking government per- 
mission — will be a key test of its re- 
sponse to the strike. 

South Korea's strict Labour Law ef- 
fectively outlaws strikes by requiring 











workers to gain government permis- 
sion before striking. Because this law 
was broken, four or five workers are 
expected to be charged. The govern- 
ment's concern with the strike has 
been clear, with Prime Minister Lho 
Shin Yong calling several meetings 
with government officials and com- 
pany heads to discuss the issue. 
Throughout, the government has 
maintained that it will take a hands- 
off stance to labour problems, an at- 
titude labour leaders are happy with — 
though the wording of the Labour Law 
makes it possible for government in- 
tervention at any stage in a dispute. 


pparently in response to the dis- 
pute, the Ministry of Labour has 
instructed employers to screen job ap- 
plicants carefully in search of college 
graduates seeking manual work. The 
ministry wants to bar former student 
activists from positions which they 
could use to stir up unrest. Four 
graduates of the country's top univer- 
sity, Seoul National, were dismissed 
from Daewoo Motor in December, but 
one returned to help with the strike 
and was arrested by police. Quite apart 
from the ethical questions the govern- 
ment instruction raises, such direc- 
tives could be enforced arbitrarily: 
many blue-collar workers, including 
Hong at Daewoo, have spent some time 
at university without graduating 
Labour disputes during the second 
quarter have been unusually difficult 
to resolve. According to Lee Sung 
Hyun of the Federation of Korean 
Trade Unions, this has been due to high 
expectations in the labour force: “We 
came out of recession in 1984, and now 
the workers feel it is time for them to 
enjoy some of the benefits." Wage in- 
creases in recent years have hardly 
kept up with inflation and productiv- 
ity increases, he said. A stronger sense 
of activism was instilled by the na- 
tional assembly election campaign in 
February during which hard-line op- 
position candidates gave strong anti- 
government speeches. 
Lee said the Korean Employers' As- 
sociation, which issued wage-increase 
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recommendations at the beginning of 
the year, made the mistake of raising 
the original suggestion of a 5% in- 
crease to 8% in January, then reducing 
it to 5.2% when bargaining began. 

Lee expects the settlement of the 
Daewoo strike will have “a tremend- 
ous effect on other negotiations in pro- 
gress,” pushing wage increases for un- 
skilled labour up from 5% to around 8- 
9%. When the much larger increases to 
skilled workers are included, the aver- 
age increase is expected to be around 
10-12%, compared to an average of 8% 
in 1984. 

While the Daewoo strike was on, 
bargaining in other companies came to 
a standstill. Although Hyundai and 
Samsung (which do not permit union 
activity) had already settled for a 5% 
increase, negotiations in other Daewoo 
companies, notably Daewoo Electro- 
nics Co., and Daewoo Heavy Indus- 
tries, will be affected. The greater 
power of unions within Daewoo is 
partly a reflection of the group's his- 
tory: more than the other groups, 
Daewoo has grown through acquisi- 
tions of existing companies, and these 
(including Saehan Motor, now Daewoo 
Motor) had labour unions already in 
place. Solidarity with the car workers 
among Daewoo employees in other 
group companies does not seem to have 
been very strong. 


A recent settlement agreed to by the 
country’s coal miners already re- 
flects the Daewoo precedent — the 
workers will receive a 9.5% wage in- 
crease. Protracted disputes (without 
strikes) have also occurred in banks, 
concentrated among employees of the 
foreign-bank branches. Textiles work- 
ers, traditionally among the most ac- 
tivist in South Korea, have also been 
fighting for higher wages — a strike at 
Daewoo Apparel Co. recently ended 
without settlement. At Won 62,400 
(US$74) a month, the wages at Daewoo 
Apparel are well below the Won 100,000 
. minimum set by the government. 
South Korean workers are becoming 
more sophisticated in their approach 
to relations with management, and in 
many cases more radical. If manage- 
ment and government can respond to 
this challenge in a reasonable manner, 
the liberalisation which has occurred 
in politics could extend to labour af- 
fairs. Given the already strict Labour 
Law, and bad record on dialogue with 
labour which the authorities have, this 
is by no means certain. According to 
the letter of the law, for example, the 
agreement made at Daewoo Motor is 
not legal due to the absence of the 
union leader in the discussions be- 
tween Kim and Hong. "What seems to 
be needed," according to one foreign 
union specialist, *is for the manag- 
ment and government to be educated 
in how trade unionism is not necessar- 
ily a threat." How they behave in com- 
ing months will bear heavily on the fu- 
ture of trade unions in South Korea. 1 
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Clearing the hurdles 


Manila appears to have worked out its debt-rescheduling 
programme, but corporate problems keep cropping up 


By Jose Galang in Manila 


t pud Philippines appears to have 
sewn up a US$10 billion financial 
rescue package from its foreign bank- 
creditors, with a Saudi Arabian bank 
formally ending its opposition to the 
scheme after two weeks of negotiations 
in New York. The package is to be 
signed on 20 May, according to Manu- 
facturers Hanover, the United States 
bank which heads the 12-bank Advis- 
ory Committee for the Philippines. 

Under the plan, the banks will re- 
schedule US$5.8 billion of outstanding 
debt, extend fresh credits equal to 
7.5% of their outstanding loans (total- 
ling US$925 million) and reactivate 
trade credits worth some US$3.3 bil- 
lion. 

The agreement has come none too 
soon as continuing liquidity problems 
among Philippine enterprises — the 
most recent with major fertiliser 
maker Planters Products Inc. — keep 
throwing up side issues which banks 
involved are inclined to drag into the 
overall rescheduling negotiations to 
increase their leverage. Although this 
has now happened with Planters Pro- 
ducts, New York banking sources are 
confident it will not delay the overall 
settlement. 

Part of the rescue package is in- 


By Robert Manning in Washington 


T he Philippines has only drawn the 
first tranche of the SDR 615 mil- 
lion IMF standby loan, but an IMF of- 
ficial told the REVIEW that the signing 
of the rescheduling accord with the 
banks will facilitate release of the 
second and third tranches of the 
standby (which amount to SDR 170 
million). 

New York financial sources and US 
officials said that Manila missed the 
IMF money-supply target of P31 bil- 
lion, a condition to be met prior to 
the second draw-down, by some 
P800,000. But well-placed financial 
sources said the figures may be mis- 
leading. They said that the money- 
supply figures were calculated in the 
weeks immediately before and after 
31 March, and that Manila desper- 
ately signed a number of short-term 
purchase orders to soak up the money 
supply, making the total deceptively 
low. *Structurally, it doesn't mean 
any progress, just that they kept the 
lid on for two weeks," said one source. 


MISSING THE TARGETS 








tended to help the Philippines reduce 
its loan arrears from US$2.4 billion at 
end-1984 to US$760 million, one of the 
key conditions to be met before Manila 
can draw the second tranche of its 
standby credit facility of 615 million 
special drawing rights (SDRs, equal to 
US$607.4 million) with the Interna- 
tional Monetary Fund. This target was 
to coincide with a reduction in the M1 





















According to US officials, the IMF 
is reviewing its топеу-ѕирріу 
targets, which Philippine officials 
say are too stringent. A key factor in 
the IMF's apparent leniency is the 
success of the Philippines in the first 
quarter of this year in sharply reduc- 
ing inflation. 

Whether or not Marcos’ sleight о! 
hand is a factor, the accord with th« 
commercial banks is likely to have : 
ripple effect on Manila's dealing: 
with the US and with the Worlc 
Bank. An accord with the banks wil 
make it easier for the administratior 
of US President Ronald Reagan t« 
convince congress that its pressure or 
Marcos to reform the economy is pro 
ducing results, and hence the admin 
istration's request for US$280 mil 
lion aid for fiscal 1986 (starting 1 Oc 
tober) will face less opposition. In ad 
dition, the US Export-Import Bank 
which has not granted any nev 
credits or guarantees to the Philip 
pines this year, will be more favour 
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money-supply level to an average of 
P31 billion (US$1.7 billion) in the 10 
banking days before and after the end 
of the 1985 first quarter. 

The delay in the discussions with the 
commercial banks led to Manila’s fail- 
ure to meet both targets. In turn, the 
IMF delayed release of the second 
tranche, SDR 85 million, until end- 
May, under new performance criteria, 
from the original release date of 31 
March. 

Mike O'Neill of Manufacturers 
Hanover told the REVIEW in Washing- 
ton that several banks had raised the 
issue of some US$83 million owed to 
members of the Philippines’ banking 
consortium by Planters Products. 
Among the company’s creditors are 
Manufacturers Hanover Trust Co., 
Barclays Bank International, Dresd- 
ner Bank, Lloyds Bank International, 
Société Générale and Rainier National 
Bank. These offshore banks, and the 
Manila branches of Citibank and 
Standard Chartered Bank, have loans 
estimated at some US$150 million to 
Planters Products. O'Neill said he did 
not believe Planters’ collapse would 
hold up the accord now that the prob- 
lems with oil-purchase credits from 
the Saudis has been resolved. 


he offshore lenders to Planters are 

in an uncomfortable situation be- 
cause their exposures in the firm were 
made through domestic commercial 
banks, which lent the company peso 
proceeds of US-dollar deposits placed 
by the foreign banks. In the case of a 
default, the domestic banks will sim- 
ply have to offset their exposures 
against the offshore banks’ deposits. 


ably disposed to requests from 
Manila. 


Aside from the private banks and 
‘the IMF, the Philippines also has 
more than US$175 Milhas: in loans 
‘pending from the World Bank. The 
bank is in the midst of reviewing 
‘Manila’s performance since it re- 
‘ceived the first tranche of a US$150 
million agricultural-inputs loan, in 
order to decide whether to release the 
last US$75 million. Moreover, a 
proposed US$100 million agricul- 
tural credit which is to be linked to 
reform of rural-credit practices (such 
as interest-rate subsidies) is expected 
Чо go before the bank's board of di- 
rectors in June. The bank is also dis- 
cussing further loans in the agricul- 
ture and energy sectors, but well- 
placed sources said the terms and 
апошив are still unclear. 

· Despite the apparent upswing in 
the Philippines' economic situation, a 
well-placed financial source told the 
REVIEW that there has been no sub- 
stantial improvement in the two 
factors in the financial crisis: lack o 

litical confidence and weak econo- 

занон. : 
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A private room at our Tang Court Chinese Restaurant 


At The Dynasty Singapore, 


you can even entertain in your Own 


private restaurant 


The private rooms at our Tang Court Chinese Restaurant 
offer the boardroom privacy and discreet service that tor 
executives appreciate. The food is rather special, too. Superl 
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Our guest rooms are larger than average with a full-size 
writing desk, an IDD telephone, a colour TV, a mini-bar and 
24-hour room service. Amenities also include an Executive 
Services Centre, a Health Club and a full-size swimming pool 


Singapore, check into Th« 
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ensure that they 
ffshore banks are asking the Philip- 
ine Government to assume the loans. 
he banks have also sought changes in 
he domestic fertiliser-pricing policy 
help the company recover from a 
evastating loss in 1984. Some of the 
anks have been. pulling strings in the 
Jew York-based advisory committee, 
hich represents the country's 483 
ditor banks in negotiations for the 
inancial-rescue package, to keep the 
yressure on the government. 
lespite this, the way to completion 
of the rescheduling package came on 
_26 April when the advisory committee 
inally succeeded in persuading Saudi 
Arabia’s National Commercial Bank 
NCB), which had earlier disagreed 
th certain terms of the financial 
ckage. Until the New York meeting, 
e NCB refused. to go along with the 
ckage (REVIEW, 7 Mar.), preferring to 
eek a separate agreement with Man- 
la: The NCB stance delayed the sign- 
ng of the creditors’ package which 
Was originally set for 26 February. 
. While the advisory committee was 
alking to NCB, Planters was franti- 
ally seeking government financial as- 
istance so it could meet its obliga- 
ms. The company was organised 
1970 to take over facilities then 
ing sold by Esso Standard Ferti- 
iser and Agricultural Chemical Co. 
hich had not made a profit during 








Sun Hung Kai 
reorganises 


. Hongkong’s Sun Hung Kai and Co. 
“saw net attributable profit plunge 
62% to HK$8.17 million (US$1 mil- 
lion) for the year ended 31 Dec. 1984 
-- including extraordinary losses 
arising from the disposal of certain 
long-term investments. 

After-tax profit was HK$14.45 


.] million in 1983. The company, which 
recently sold its bank to the Arab 
Banking Corp., was formed in 1983 to 
merge the long-established Sun 
Hung Kai Securities and the relative- 
| ly new Sun Hung Kai Bank. The com- 
pany is again engaged in reorganisa- 
tion following the sale. As part of this 
restructuring, chairman and major 
shareholder Fung King-hey has of- 
fered to buy the balance of shares in 
the company not owned by him. Sub- 
stantial shareholder Banque Paribas 
of France has accepted the offer 
while the United States-based Mer- 
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COMPANY RESULTS 


million compared with HK$23.15 


uring’ the company janisauon, 
an influential group 
of agriculture-based businessmen. 
Montelibano. comes from. the key 
sugar-producing province of Negros 
Occidental. The Planters board of di- 
rectors also included the agriculture 


‘minister, energy minister, Philippine 


National Bahk president, Philippine 
Sugar Commission ehairman, Central 
Bank of the Philippines governor and 
Fertiliser and Pesticides Authority ad- 
ministrator, | í 


he government had seen the com- 
pany as being mainly owned by the 
users of its products: A farmer receives 
a free share of stock, which has à par 
value of P1, for each bag of fertiliser 
purchased. The company says that its 
more than 830,000 stockholders at 
end-1984 were mostly farmers. The 
company, since 1973, has been entitled 
to subsidies from the government in re- 
turn for selling fertiliser at costs below 
those of duty-paid imports. The sub- 
sidies represent reimbursements of 
losses incurred by the company. 
However, the company has encoun- 
tered difficulty in securing subsidy 
claims. At the end of 1984, the com- 
pany put its claims on the government 
at more than P932.8 million, including 
advances of P331 million to Planters 
Foundation Inc. which was set up to 
hold Planters’ shares for distribution 
to farmers. The company said that be- 


rill Lynch and Co. Inc. has declined. 
Sun Hung Kai's poor performance 
in 1984 was attributed to high in- 
terest and financing costs, reduced 
profitability in gold and securities 
trading, and weak capital markets. 
Earnings before extraordinaries fell 
to 2.6 HK cents from 4.5 HK cents. 
Directors have recommended a final 
dividend of 1 HK cent, making a total 
of 1.5 HK cents for the year. Directors 
are optimistic that dividends for 1985 
will rise to at least 5 HK cents a share. 
— ELIZABETH CHENG 


United Motor stalls 


United Motor Works (heavy equip- 
ment and car assembler — Toyota 
and Komatsu franchises and dis- 
tributorships) Malaysia. Pre-tax 
group results for six months to 31 
Dec. 1984. Pre-tax loss M$15.6 mil- 
lion (US$6.4. million) vs profit of 
M$16.2 million. After-tax loss 
M$27.8 million vs M$7.9 million pro- 
fit. Turnover МТЛ Шоп vs M$1.2 
billion previously. Мо dividend 
announcement. Stagnant heavy- 





machinery market largely responsi- 
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of P174:3 million, which resulted in a 
first-ever loss of P140.8 million in 
1984. Had it received its subsidies on 
time, the company said it would have 
realised a profit of P33.5 million in- 
stead. 

Industry sources, however, point to 
more fundamental factors behind the 
company's troubles. First, fertiliser 
usage by rice farmers has been declin- 
ing due to the high costs of farm inputs 
and the relatively low prices for their 
yield (rice, the country's principal 
staple food, is the only commodity still 
under price control). The sugar indus- 
try, another major fertiliser user, isin a 
moribund state (REVIEW, 18 Apr), 
while the earlier enthusiasm for corn 
appears to have waned (some of the big 
corn growers have actually reduced 
acreages). 

Because of these financial and other 
constraints, the company stopped ope- 
rations in October 1984. It has since 
mainly imported fertiliser acquired by 
the government under special pro- 
grammes with the World Bank and the 
Asian Development Bank. 

The company’s predicament, in a 
way, reflects the current controls im- 
posed on government spending under 
the economic-recovery programme 
backed by the IMF standby facility. 
Under that programme, money supply 
is to be kept below certain ceilings. 


ble for loss. Outlook not expected to 
improve in short term. 


. Wah Kwong off 


Wah Kwong Shipping and Invest- 
ment Co. (shipowner and charterer), 
Hongkong. Results for year to 31 Dec, 
1984. Group net profit after-tax 
HK$125 million (US$16 million) vs 
HK$151 million. Final dividend 10 
| HK cents, making total payout 20 HK 
cents vs 34 HK cents: Poor perform- 
ance attributed to prolonged de- 
pressed shipping market and collapse 
of certain charterers having long- 
term contracts with. the company. 
Conserving cash is the strategy for 
the current year. | 


Aust. Guarantee flat. 


Australian Guarantee: Corp. (finan- 
cier, 76%-owned by- Westpac Bank- 
ing.Corp.), Australia. Results for the 
six months to 31 Mar. 1985. After-tax 
profit A$51.75 million (US8$34.7. mil- 
lion) vs A$50.05 million. Pre-tax pro- 
fits A$85.9 million vs A$90.6 million. 

millon: vs A$592 



































tended the bulk of their cre ast Oc- 
tober and November. Observers be- 
lieve the banks may have been misled | 
government agen- | by the notion that Planters was a gov- 
e claims and prevent | ernment ‘corporation. Inimeetings with | 

[bank] Pase oe cone the government | Prime Minister Cesar Virata (who is 
agencies concemed took their timeand | also finance minister), the banks were 
| ; surprised to find out it is, legally, a pri- 

|j vate corporation, the sources «said, 
which prompted the banks to agitate | it sued in. court and after 
for the loans’ inclusion in public-sec- | 

tor obligations. 

A crucial meeting of the: company" s 
creditors called by the Securities and pany “diverted 
Exchange Commission for 14 May will | tain projects іп 









company. . 
- This is the second case of a pri 
corporate debt figuring in the ad 
committee negotiations. Last 
cember a group of: creditors led | 
Credit Suisse First Boston gain 
-gentral-bank recognition of its US$ 
million loan to semiconductor m 
ifacturer Asian Reliability Co. f 



































| central bank. had : 
| gister theloan 










end-1984 amounted to P1.64- billion. 
Aside from the portions secured with 
US-dollar. deposits of offshore banks, 
another big chunk is also secured with 
the. company's; own fertiliser stocks, 
some; of which have. been seized by 
banks. Apart. from. the borrowings 
backed by offshore-bank deposits, the 
. domestic banks with exposure in Plant- 
ers include International. Corporate |. 
‘Bank (P98.4 million); City Trust Bank» |: 
ing. Corp. (P43.3. million); Philippine 
Commercial | International «Bank | 
(P40,14 million); ids Bank of Asia 
and America (P28.1 million), and Rizal 
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cents, making total, payout, A$14.72 
million vs A$13,38 million. Some im- 
provement is expected in the second 
half, following evidênce of increased 
demand for funds., 
Tat Lee down 
at. Lee Bank (commercial bank), 
Singapore. Results for year to 31 Dec. 
1984. Group after-tax profit S$11.7 

million, (US$5.3 million) vs $$20.6 
million; First and final dividend 9% 
«gross, unchanged. Profit reduction 
attributed to poor performance of fi- 
nance.company and property sub- 
‘sidiaries. 


Selangor Prop. prospers 
Selangor, Properties (property de- 
veloper), Malaysia. Results for year to 
@l-Oct. 1984, Pre-tax profits M$20.2 
million .(US$8.3 million) vs M$8:6 
Million. After-tax profits M$31.5 
лац lion vs. M$18.2 million. Final di- 
cents making totalof 10.M 
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ee de pleased to announce. 
` the opening of its Representative Office 
for Asia. 













Robert P. Brouwer 
: -Representativ х 
215/6 Connaught Centre . 
1 Connaught Place — 
Hong Kong 
“Telephone 5-2219 04 
. Telex: 89439 





























ear. .Good results despite 
operty market. Directors: 
(weather the current 
coming year. 

















sains in dull trading 





HONGKONG: The market remained above the 







dex for most of the.period, reaching its highest 
iint on 24 Apr., at 1,517.3, before profit-taking 
ded gains. The index eased at the close of the 
eriod to 1,497.37, but was still higher by nearly 
points on the previous period's finish. Trading 
raged a strong HK$331.9 million (US$42.5 
lion) a day. A recovering property market was 
ajor factor in the generally buoyant senti- 
ent. i 





















0: The market recovered slightly from 
previous period plunge but analysts regarded 
‘comeback as artificial. Daily trading aver- 
d 340.6 million shares. The Nikkei Dow- 









'reflecting a gradual recovery. Biotechnol- 
hares contributed to the recovery but heavy 
ing in between caused losses. Blue chips, 
ügh still dull, rose minimally, partly because 
backing from the special tokkin trust funds. 
umes decreased as the May Golden Week 
idays approached. 


























ALIA: Sharemarkets traded buoyantly 
earlier part of the period but ran out of 
later as renewed worries about the stabil- 
{ the Australian dollar. cooled overseas 
ng interest. The Australian All-Ordinaries 
ita record high of 870.9 points during the 
, reflecting strong support from both local 
'erseas sources. Foreign investors reacted 
tively to comments from Prime Minister Bob 
ke and Federal Treasurer Paul Keating 
t their intention to cut the budget deficit. 
ough the All-Ordinaries shed 5.5 points on 
last day, the index still came out 20 points 
on the period to close at 868,7. 






















































revious period was sustained into the early part 
f the latest period but faltered slightly after the 
zac Day holiday. The subsequent price trend 
as mixed. However, underlying investor en- 
husiasm for the market remains keen and with 






























spurts. The outlook in the medium term is mixed, 
«with some observers seeing the bull market near- 
"ing its end. É 


















rend, with institutional and individual invest- 
rs still on the sidelines. Pushing prices down in 
he beginning of the period "was a strike at 
aewoo Motor Co., where a. successful resolution 
Iped to bring prices up slightly in the end. The 
ex fell 1.17 points to 134.31 and average daily 
g dropped by 3.43 million to 10.46 million. 
‘Fabricated. metals. led fall, slipping 9.46 
points, followed by machinery, down 5.06. Basic 
metals, up-2.9 s, enjoyéd the largest gains. 
The largest-gaining issue was Taekwang Indus- 
tries, a synthetic-fibre cer which has an- 
nounced its intention o into electronics 
s has been frozen 



























es Average stopped at 12,465.92 points on 27 | 


NEW ZEALAND: The strong uptrend of the | 


nvestors’ liquidity high following recent bids! 
he market remains capable of further upward’ 


SEOUL: The market continued its bearish, 


PAN and Australia led gainers in Asia for the period to 29 Apr. Although Singapore 
nd Malaysia recovered some of the losses of the previous period, trading in both mar- 
kets was thin, indicating that many investors were still on the sidelines. 


wiy breached 1,500 level on the Hang Seng“) 








since Mire destroyed its main factory in Pusan at 
the end of the period. 


SINGAPORE: the market edged up marginally 
in sluggish trading resulting from the lack of any 
clear leads on economic and corporate prospects. 
The Fraser’s Industrial Index which took a 


severe fall on 22 Apr. because of the short-lived 


crisis in the Malaysian state of Sabah, recovered 
the next day, but managed to gain only 26.58 
points in-the following days to close at 4,390.45 
on 29 Apr. Market sentiment was also affected by 
some money. flowing out to the buoyant Hong- 
kong market. Plantations. held up well on the 
back of rising prices for palm oil, but the slump 
in tin prices took their toll on mining shares. The 
daily average turnover for the period was a pal- 
try 5.6 million shares. 


KUALA LUMPUR: Fraser's Industrial Index 


rose 48 points by the end of period in thin trad- 
ing, with most investors staying well away from 
the market in the prevailing mood of economic 
uncertainty. Political issues — the fall of the Nà- 
tional Front government in Sabah and renewed 
infighting in the Malaysian Chinese Association 
— also continued to depress sentiment. Average 
daily trading volume fell to 5.5 million shares, 
valued at M$10.7 million (US$4.3 million). 


MANILA: ‘The mining index retreated 42.48 to 
658.40 points. mainly on ‘losses by Benguet, 
which scrapped its regular mid-year cash di- 
vidends, and Atlas Consolidated; which was re- 
ported to be having dificulty in complying with 
certain conditions in its loan covenants with 
foreign creditors. Тһе, commercial-industrial 
index appreciated 1.88:to close.at, 132.35 points 
asaslighteasingin Globe Mackay was more than 
offset by a fairly sharp upturn in'PLDT: The oil 
index was little changed at 0.622 of a point. 
Turnover totalled.93.9 million shares worth 
P11.2 million (US$624,000) with P5.86 million 


or nearly half of the total accounted for by a big 
single deal in Ayala shares on 29 Apr. 


BANGKOK: The bullish sentiment continued 
With buying becoming more selective. Cement, 
banking and finance counters, including the vol- 
atile Mah Boonkrong, continued to lead the mar- 
ket upwards. Despite some late profit-taking, 
early advances were strong enough to offset 
losses. The Book Club Index chalked up 1.14 
points to close the period at 138.20. Total turn- 
over rose t0’3:3 million shares worth Baht 420:4 
million (US$15.3 million) or a daily average of 
Baht 84.09 million. 


TAIPEI: Despite a weak rally in mid-period, the 
market reinained anaemic. The weighted price 
index closed at 739.39, down 0.12 of a point on 
the period. The plastics and petrochemicals 
shares index- moved up a slight 1.6% to 173.05, 
but this was balanced vy an equal decline in the 
construction-sharés index to 317.83. Average 


‘daily volume dipped still lower to NT$415 mil- 
lion(US$10.4 million. ` : | 






































AUSTRALIA] 























Aust. All-Ordinaries Averag 
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Nikkei-Dow Jones Average 
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Apr. 12,124.14 
Apr. 12,217.77 
Apr. 12,333,87 
Apr. 12,405.10 
Apr. 12,465.92 
Apr. closed 
ange on week +235% 
27 Ар. change Pie 

Yen — onweek ratio 
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gestone Tire 525 +23 162 
h 352 t ава 
в 783 -15 736 
» 1300 +57 337 
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ippon Printing 1010 +15 279 
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амд. 440 -56 363 
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hi 799 +01 273 
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tka 485 -02 633 
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WOT 


4,419.49 
4,415.06 
4,398.78 
4,390.45 
+0.61% 


SINGAPORE & MALAYSIA 


Cathay Const 
Cruna Rebar 
Chung hwa Pulp 
Chung Shing Textáe 
Far East Texte 
Formosa Plast: 
Man Y a Plastic 
Tawan Comer. 
Tatung 

USt Far East 
Yue Loong Motor 





Japan: Nomura international (HX) Hongkong: Hongrnag Sack 
Echange Hang Seng Bars Australia sx! Singapore оета 
Thailand: Book Chit Finance and Securtien Со Mew Zealand. 
Renout Partners, South Korea ano Taiwan- Vickers da Cosa & 
Co. (HK) Lid; Philippines: MSE Fesasrch Dept 


هھ سیک 


= ш Be. 


2> r + ate С ی ت‎ 








middle rates 


Ае forward. Japan ¥ closed, Hongkong HKS7.76, Singapore 582.207. 
Singapore-Malaysia: 88 1 MBI 127 EY HKSO 74 


USE Amb 2.85 


USS-«Rouble 0, 46 
US = Kip 35,00 
ISS Dong 100.00 


PKS Ато 0.3837 


ThE Hongkong. and Зати Hankin Corp, Jor banknote selling rates and 


Оа Fates when avaat 


aiae dn the Hongkong market. Reuter tor spot and 


forward ratis from locat and intermationat markets. 


.COMMODITIES 













“middle rates 





Buying and selling rates where available (29 Apr). 



































Markot 
Previous week $months ago. 
—M—- 
d New York ay 
нт delivery (May? 62 90—63.05 62.25 61.80 
63.45 
London 0) 
9.236---9.245 9.838-—9,840 
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Маме York, [7] 
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Cocos x London it 
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duly delivery с 1,8801. B8 
Kuala iumpur 46) 
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Lomo (81 
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Chicago {6} 
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Chicago qi 
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Bangkok iB T 
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Sources: Astiey & Pearce (Hongkong), Higas Co. Ltd and First Pacilic Finance. 


BOND PRICES 
























































“ong ier fT short term. 



































Fixed-interest borids (US$) 
Year ago Australia 11-1/2 95 
Canada 10-7/8 88. 
СМА 15714 98 
B4, 20-84.50 Deutsche Bank 14-1/4 89 
ECBC 11-1/288 
EDC 10-3/4 88 
8,960--8,965 EDF 111/490 
EEC 11 87 
2915 EIB 1191 
375.00—378.50 бала тт ead 
18410-71890 
9238 Midland31-1/292: 
i Morgan JP 11-9890 - 
, Mitsur2-t/8 90 
710—760 pavesi ora 
225—2? 113693 
o Noan amt At 
1,876-1,879" x Royal Bar 11-289 
876--1.879 "Renan 190 
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1815-1520 , SNc cache! 
Swed Ex Cr 13 86 
ee a ‘World Bank: 10-78 90" 
172.20—17@40 " World Bank 1293 
Wortd Bank 1 1-1/8 96 
350.50--350.75 
770-77 i 
кее ONCA Dec. 90/June 95 
Denmark Oct. 88/90 
EEC July 88/90 
261252041080: New Zealarid July 87 


Ferrovie Stato Fab, 92/99 
Sweden Nov. 93/03 
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ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 








Étonomic Growth % (real) (1) 
таба 9.5 73 45 -55 H B 
1985 7-10 65 85557 45 02.5 5-6 
international Reserves (5) 
Latent E 0593.555 USSI 645 45% 7% usso 36b USs26.386 
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Money Supply (3) 
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(5) IMF definition of reserves minus goid except for Singapore 





300-3201 i Я 













































30071810138. 
99:7/8--300-9/8 
112: 085-112:8/6 7 








TA RAA 








101-1/@—-102 

100-100-172 
96-72-07 

99.1/2---100 









92: 

101-101 a 
103-3/8-:103-7/8 
108-5/8-—109«U8 

100—100-12 . 
97-f/B--06 18. 
101-172-102 
97-9/4—98-1/4 
107-5/8—108-U8 ^ ^ 






100.36--100.46 
100.67---100,67 
100.38—100.48 
100.17--100.22 
100.37---100.47 
100.36--100.46 
100.13 100.23 


Taiwan 


108 
T5] 85 


US$18.61b 
(Jan. Е 
5612.466 


+92126 
(Jan-Mar) 
USS Hh 
+0651.676 






4557.080 
"52 
+54 












US$4.96b .- 
AVS з= 
28 













1961 =100 


CAMUS XO 
ELECIED THE BEST 
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XO at its best 








Profits rise 
by four per cent to 


another record 


“The signing of the Sino-British 





agreement on Hong Kong’s future 
presents us with a significant 


challenge and a unique opportunity.” 





M G R Sandberg, CBE, Chairman 


E 





Results for 1984 In a broadly successful year group profits worldwide increased by 
4 per cent to HK$2,591 million. The factors which reduced the rate 
of growth below that of recent years should not be long-lived and 
the prospects for 1985 are encouraging. 


Strength of the During 1984 the Hong Kong dollar maintained its parity with the 

Hong Kong dollar US dollar despite the latter’s massive rise in value. One side effect 
of this was to reduce the apparent benefit of earnings remitted in 
other currencies. 


Outlook for Hong Kong The Sino-British agreement signed in December has resolved 
Hong Kong’s future, assuring continuity in its present economic 
lifestyle for a further 50 years beyond 1997. The territory has much 
to contribute to China as it pursues the Four Modernisations 
programme, through trade, investment, expertise and the modern 
infra-structure Hong Kong provides for international business. 


Trade with China During 1984 the Bank enlarged its range of services within China. 
It now has five offices in the country, with a sixth to open shortly, 
and the scale of the Area Office China at headquarters is being 
increased. 


Australia The initiative taken by the Bank during 1984 to obtain a banking 
licence in Australia bore fruit early in the present year when it was 
one of 16 leading international banks to be given the go-ahead by 
the Australian Government. 


International During 1984 the Bank acquired the largest permissible share of 
Capital Markets leading UK stockbroker James Capel. Together with acquisition 
by Marine Midland of New York brokerage company CM&M, the 


Bank's own merchant banking arm Wardley, and a link with 
Australian stockbroker Rene Rivkin, foundations are in place for 
a worldwide presence in the rapidly developing capital markets 
sector. 


Banking Technology The Bank designed a clearing system for Hong Kong ~ CHATS — 
launched on 8 February 1984, one day ahead of the broadly 
comparable CHAPS system in London and won a contract to adapt 
the same technology for Singapore. The Bank's networks of 
automated teller machines expanded in several countries. In Hong 
Kong a company was formed to develop a standardised system of 
electronic funds transfer at point of sale: a pilot trial is planned in 
the spring of 1985. 


10 years Growth-Highlights 


Dividend B Earnings « per share 





"m 1984 1983 
HKS millions 
Total Group profit 3,378 3,232 
Attributable Group profit 2,591 2,492 
Total dividend distribution 1,316 1,258 
Shareholders' funds 20,863 19,586 
Total deposits 422,403 411,280 
Total assets 481,607 470,315 
Earnings per share HK$0.91 HKSO.87 
Dividends per share HK$0.46 HK$0.44 


Total number of shares in issue 2,859,867,220 2,287,893,776 





| Financial Highlights 


W A one-for-ten bonus issue is being recommended. 


m Profitability in 1985 is expected to allow the maintenance of at 
least the same dividend, of HK$0.46 per share, on the increased 
capital as proposed — an increase in distribution of not less than 
10 per cent 


W Profits of Hang Seng Bank rose to HK$831.6 million 
W Profits of Marine Midland rose to Us$106.5 million 


m Profits of The British Bank of the Middle East rose to 
£28.9 million 


W Profits of Grenville Transportation Holdings rose to 
HK$387.7 million. 


Copies of the Annual Report may be obained from branches of the 
Bank in the world's principal financial centres. 


HongkongBank «1 


The Hongkong and Shanghai Banking Corporation 





Marine Midland Bank Hongkong Bank of Canada 
The British Bank of the Middle East Hang Seng Bank Limited 
Wardley Limited Wardley London Limited 
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today. Maximum simplicity of structural and 


technology. Powered by the compact ugeed 
seo tone e сотрасіт 
turboprop engines. 
sald dct wa For its 
( е ; 


Plane Perfection. 





The CN-235, tops in its class. First class 
for profit, comfort, technology, versatility, 
maintenance and 


consumption. 
More than one hundred and ten CN-235's 
tremendous 


Technical characteristics: 


aie ДА 7 


Lago, n te with toilet 


"Cano copi: 4 LD-3 containers or 
288" x 125” pallets or 5,000 Kg. (11023 \b.). 
of bulky cargo. 


hile Vietnam celebrated the 

10th anniversary of the com- 
munist victory in Saigon with much 
fanfare and the largest assembly of 
invited Western journalists since 
1975 (Review, 2 May), Cambodia 
marked the 10th anniversary of the 
Khmer Rouge victory in Phnom Penh 
with a highly subdued ceremony and 
just four Western journalists looking 
on. 

It was an awkward anniversary 
celebration for the People's Republic 
of Kampuchea. Head of state Heng 
Samrin and national assembly chair- 
man Chea Sim, followed by Prime 
Minister Hun Sen and two dozen 
other Cambodian leaders, solemnly 
shuffled up the steps of Phnom 
Penh's Independence Monument, 
now renamed the "Monument to the 
Dead," to lay a wreath. 

A second wreath was laid at a 
newer monument dedicated to Viet- 
nam's sacrifices made in the pursuit 
of Cambodia's "liberation." Cambo- 
dian security police completely 
cleared both areas before the early 
morning wreath-laying so that not a 
single ordinary resident of Phnom 
Penh looked on during the ceremony. 

Later, Heng Samrin, a former 
Khmer Rouge battalion commander 
in the eastern zone, delivered a 
speech in which he carefully heralded 
the victory over the "imperialist 
Americans and their valets," while 
denouncing the betrayal of the 
communist party by Khmer 


LETTER FROM PHNOM PENH 





fourth prize was a can of Coca- 
Cola. 

The focus of any Chnam Thmei fes- 
tival is the religious ritual performed 
each year. More than 1,000 peo- 
ple turned out at the Niroadreangsei 
Pagoda to pray and provide rice of- 
ferings to 76-year-old bonze Svay Uy 
and the five other monks in residence 
there. 

Cambodian officials are highly 
sensitive to reports in the Western 
press of the demise of religion in the 
nation; that the number of monks is 
being limited, or that no one under 
the age of 50 may enter the Buddhist 
clergy. A government official 
explained that before 1975 there 
were about 80,000 Buddhist monks in 
Cambodia. 


he Pol Pot regime's attempt to 

wipe out Buddhism had resulted in 
the destruction of nearly 2,000 
pagodas and the deaths of many 
bonzes, he said. Soon after the Viet- 
namese removal of the Khmer Rouge 
regime, in 1979, the number of 
Buddhist monks in Cambodia was 
put at about 2,000. The number today 
is said to be 8,000. 

At a pagoda being rebuilt near 
Kampong Speu, this correspondent 
met a 21-year-old man dressed in 
orange robes. He claimed to have en- 
tered training as a monk in 1981 in 
Kampong Cham and said that though 
numbers are few, young men are per- 





Rouge leaders Pol Pot, leng 
Sary and Khieu Samphan, 
"the murderous valets of Pe- 
king." 

The average Phnom Penh citi- 
zen took little notice of the com- 
memoration. Most appeared to 
see the day as a pleasant exten- 
sion of the three-day Cambo- 
dian New Year holiday. Chnam 
Thmei, as the New Year is call- 
ed, was marked the previous 
weekend by a tremendous out- 
pouring of people to Phnom 
Penh’s old Royal Palace. 
Thousands of people were 
frisked by security guards and 
then admitted to the palace 
grounds for a day-long festival 
of music, both modern and trad- 
itional, dance and games. 

The longest queues formed in 
front of a game of darts. Young 
men eagerly paid a few coins 
to test their aim at large painted 
caricatures of Pol Pot and Ieng 
Sary. High score, with darts 
clustered around Pol Pot's nose, 
yielded the winner a bottle of 
Thai Mekong whisky, or "33" 
Saigon export beer and some 
"Liberation" cigarettes, while 





Buddhist monks in Phnom Penh: a sensitive issue. 









mitted to enter the Buddhist clergy, 
but this depends on their family cir- 
cumstances. 

An official explained that young 
men who have lost their parents re- 
ceive special consideration. The .offi- 
cial further explained that the Khmer 
Rouge had decimated Cambodia's 
male population during their nearly 
five years in power. "If all the young 
men who wanted to become monks 
were permitted to do so," he said, 
“there would be insufficient produc- 
tive labour to rebuild the nation." 

The Niroadreangsei Pagoda fea- 
tured two new additions which at- 
tempted to inject politics into Buddh- 
ist practice. Near the temple gates, a 
large map displayed the victories of 
Vietnamese forces during the current 
dry-season offensive along the Thai- 
Cambodian border. But this seemed 
to be largely ignored by most wor- 
shippers. 

Of far more interest was a new 
memorial shrine erected in front of 
the main temple and dedicated to the 
“Kampuchean people who died 
under the genocidal regime of Pol 
Pot, leng Sary and Khieu Samphan.” 
Hundreds of Buddhist faithful lined 
up to present offerings — an indica- 
tion that the Khmer Rouge atro- 
cities have made an indelible im- 
print on the minds of thinking 
Cambodians. 

Chance conversations with 
residents of Phnom Penh con- 
firmed the impression that no 
matter what the distaste for the 
Vietnamese and their six-year 
occupation may be, this was still 
outweighed by fear of the Khmer 
Rouge. Most people appeared to 
want to avoid politics. "Our 
single desire," said one former 
law student, “is to live in peace 
and avoid a renewed civil war 
which could bring Pol Pot back. " 

International aid workers 
with several years' experience 
here reported that the Cambo- 
dians with whom they work dis- 
play a resigned, wait-and-see 
approach to the Vietnamese pre- 
sence. As one young Cambo- 
dian commented: “We must bide 
our time and build our strength.” 

— JIM LAURIE 


Jim Laurie is chief Asia correspondent for 
ABC News, the American Broadcasting 
Co. Laurie contributed to the Review's 
coverage after the fall of Saigon in 1975, 
and also contributed articles on Cam- 
bodia in 1979 and 1980 
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LETTERS TO THE EDITOR 





Clones and high-wire acts 


In Power to the palace [21 Маг.], 
Washington's foreign-policy strategy 
towards the government of Philippine 
President Ferdinand Marcos, as re- 
vealed by a "leaked" document from 
the State Department, is indeed a "dif- 
ficult high-wire act." To help ease the 
burden of Washington and the Filipino 
people, let me offer some modest pro- 
posals. 

Since reforms in the electoral sys- 
tem, which includes the passing of a 
new electoral law, is one of the “16 
high-priority changes" that the Unit- 
ed States would like to see in the | 
Philippines, I propose that all the bal- 
lots, after each election in the Philip- 
pines, be flown to the US. Congress 
then can count the ballots themselves 
This way, we can be sure that elections 
will be fair, and that Filipinos will 
vote in the right leaders. 

Military assistance and “private 
briefings for Marcos by a US military 
intelligence team" will not be enough 
to reform the military establishment, 
and to counter the communist threat. I 
propose that all the prostitutes around 
Clark and Subic be trained in those 
bases for counter-insurgency tactics. 
With their numbers, the Philippines 


could have a formidable army of Ama- 
| zons to meet the challenge of the com- 
munist revolutionaries. Considering 
the Filipino's medieval attitude to- 
wards women, the rebels might just 
drop their guns and surrender. 

The document's suggestion of under- 
taking an “in-house evaluation of pro- 
gress," to make sure that the Philip- 
pine Government implements “struc- 
tural economic reforms" and adheres 
to all of the International Monetary 
Fund programmes, is very clever. The 
Filipinos have a way of not doing what 
they say they will do. One, however, 
should not accuse them of shrewdness 
or treachery; it just so happens that 
Filipinos are excellent planners, but 
| when it comes to implementation, well, 
God usually takes care of that. I have 
another proposal concerning this mat- 
ter. Instead of sending a team of ex- 
perts to Manila to make sure that the 
Filipinos are doing the right thing in 
their own country, the US should send 
in a permanent team to manage Philip- 
pine affairs (discreetly, of course), 
composed of Lee Iacocca as economic 
chief, Henry Kissinger as foreign- 
policy tsar and Jerry Falwell as chief 
ideologue. 











RKL157CA 


"I refuse to go to Kuala Lumpur 
unless I can stay | 
at The Regent." 








Many visitors to 

Kuala Lumpur regard 
The Regent as their 
favourite hotel. 

They return for the 
warmth of its welcome, 
which remains 
throughout their stay. 
For business facilities 
that include a swimming 
pool, a Health Club and 
some of Kuala Lumpur's 
finest dining. 

And perhaps, more than 
a few return for the 
pleasure of being 
remembered. 


74121]. 
CREM 
KUALA LUMPUR 
A REGENT *INTERNATIONAL HOTEL 
ALAL Qt Еко E AUCKLAND CHICAGO nn HONG KONG KUALA LUMPUR LONDON MELBOURNE. NEW YORK SYDNEY WASHINGTON DE 
KUALA LUMPUR 425588, TELEX 30486; HONG KONG 3-663361; SINGAPOR E 7373555; 
TOKYO 03-211-4541 OR SEE YOUR TRAVEL PLANNER. 





























The moderate opposition can also do 
the country a favour. Since the Philip- 
pines is a nation of leaders where 
everybody wants to lead, it is no sur- 
prise that there are several potential 
presidents trying to outdo one another 
on the political platform. I propose 
putting them all in one room and mak- 
ing them take a vow of silence. Who- 
ever lasts the longest should be the 
candidate. 

As for Marcos, I suggest that he con- 
cede to some of the reforms in question 


| to gain time. Then he should seek the 


services of a certain Dr Mengele, a man 
well versed in genetics. Since immor- 
tality seems to elude Marcos, perhaps 
cloning is the answer. The clone, how- 


| ever, for the sake of the nation, should 


not have another clone for a wife. 
CRIS BALOT 


San Francisco 


. . 

In Kipling’s footsteps 

In his review of Raymond Flower's 
Raffles The Story of Singapore [18 
Арг.], Robin Osborne mentions Raffles 
Hotel and writes: "Among its many fa- 
mous patrons were the writers Joseph 
Conrad, Somerset Maugham . . . and 
Rudyard Kipling." His choice of the 
word patron tends to give the mistaken 
impression that Kipling either stayed 
at the hotel regularly or that he was a 
frequent visitor. 

There is no concrete evidence that 
Kipling ever stayed at Raffles. His visit 
to Singapore lasted at most four days 
when he was en voyage as a youngster 


| 0f 24 between Calcutta and the United 


States in 1889. He was travelling with 
his close friends Prof. and Mrs Hill, 
and it is most probable that they went 
ashore by day and returned to their 
ship each evening. Certainly Kipling 
had a meal at Raffles (turtle steak, to 
be precise). He was later to write, “ 
the food is as excellent as the rooms are 
bad. Let the traveller take note. Feed at 
Raffles and sleep at the Hotel de 
l'Europe." But there is no positive evi- 
dence that he slept in either place. 
Another recent Kipling story, put 
about on the occasion of the centenary 
of the Selangor Club — the Spotted 


| Dog — hasit that Kipling once *graced 


its portals." Thorough research into 
this statement shows that it is entirely 


| mythical and that it was quite impossi- 


ble for Kipling ever to have downed a 
stengah at this venerable club. Sorry, 
Kuala Lumpur. 

And a couple of years ago one was 
led to believe in The Oriental Story — a 
publication of the Bangkok Post 
that Kipling was "one of the extra- 
ordinary, talented and special people 
who contributed to the magic . . ." of 
the Oriental Hotel! Let the journalist 
take note. Kipling never set foot in 
Siam, never visited Bangkok and never 
stayed at the Oriental — a blow that, 
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but, knowing the Oriental, I am sure it 
will somehow manage to survive. 

Back to Osborne's review; he quotes 
Flower as follows: room-boys had to 
“accustom themselves to the spectacle 
of half-naked samurai lounging in 
their loincloths, or less, whirling huge 
broad-bladed swords around their 
heads." I note on page 57 of Па 
Sharp's There Is Only One Raffles that 
the same room-boys "had to now ac- 
custom themselves to the spectacle of 
half-naked Japanese samurai lounging 
in their loincloths, or less, and whirling 
huge broad-bladed swords around 
their heads.” Are you sure Osborne has 
not mixed up his titles? 

Chiang Mai ROY HUDSON 


Elusive logic 


The logic of Colin Pratt's letter [11 
Apr.] escapes me. He argues that the 
present Cambodian regime should not 
be negotiated with because some of its 
members are ex-Khmer Rouge. So 
whom would he negotiate with? The 
guerillas who still are Khmer Rouge? 

Further, he views negotiations with 
the present regime as appeasement of 
Vietnam. But would not negotiations 
with the Khmer Rouge equally be ap- 
peasement of China? 

Finally, he seems to believe that the 
Khmer Rouge would respect the re- 
sults of United Nations—controlled 
elections. If he believes this, he has no 
right to accuse Australian Foreign 
Minister Bill Hayden of being hypo- 
critical or naive. 

Sydney IAN BLACK 


. . 
Midway and Nautilus 
An otherwise fine article by Richard 
Nations [Chores of deterrence 11 Арг.] 
was marred by two errors: 

USS Nautilus was not a ballistic 
missile submarine. It was nuclear 
powered but was equipped only with 
torpedo tubes. 

The design of the Midway-class air- 
craft carriers was influenced by Bri- 
tish and American carrier operations. 
The ability of HMS Illustrious to with- 
stand six 1,000-lb and one 500-Ib bomb 
hits (and one 1,000-lb very-near miss) 
was primarily responsible for Mid- 
way's armoured deck. Midway was 
laid down on 27 October 1943, nearly a 
year before the first kamikaze sorties 
were flown from Mabalacat. 

Calgary JAMES R. RYAN 


Plane fact... 


Rodney Tasker's reply to my letter [18 

Apr. on Singapore's purchase of 

F16/J79 aircraft had the facts wrong. 

Singapore did not order any F16/J79s 

in 1984. Our only order has been for 

eight F16/J79s in January 1985 with no 
provision for upgrading to the F16A. 

LIM MING SEONG 

Deputy Secretary (Air Force) 

Singapore Ministry of Defence 
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Pages 30-35. 





|, No one in Pakistan is predicting just when martial 
law might be lifted, but there is optimism — even 
among some opposition politicians — that the 
military may be preparing to share real power 
with newly elected parliamentarians. The regime 
is stressing that a gradual transition from military 
to civilian rule is under way in earnest, and new 
Prime Minister Muhammad Khan Junejo and his | 
` cabinet are being given more prominence as Pre- 
. sident Zia-ul Haq and the generals areapparently 
withdrawing from public view. Islamabad corres- 
" pondent Husain Haqqani looks at the new MPs’ 
` views on ending martial law, the opposition's stance and the fading of 
Islamisation as a major part ‘of Zia's programme. Haqqani also talks to 
'Junejo in the prime minister’s first interview since assuming office. 
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French President Francois Mitter- 
rand stymies United States aspira 
tions for a ne что c 
negotiations to head off spreading: 
protectionism. ` 
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More cracks have appeared 
in the strife-torn Malaysian 
Chinese Association (MCA), 
the major Chinese political 
party in the country's ruling 
National Front coalition. On 
1 May, 12 days before a pro- 
posed extraordinary general 
meeting is to decide which of 
two ‘bitterly opposed factions 
is to lead the party, MCA sec- 
retary-general Tan Sri Chong 
Hon Nyan quit his post. 

Chong is identified with 
MCA acting president Datuk 
Neo Yee Pan in this bid for 
power against former party 
vice-president Tan Кооп 
Swan. Chong's resignation 
immediately sparked specula- 
tion that he had a falling out 
with Neo, thereby signalling a 
further weakening of Neo's 
already shaky position in the 
MCA, Chong denied this. 

The resignation ostensibly 
frees Neo's faction to counter 
Tan more effectively. Chong is 
a cabinet minister whose ac- 
tions must therefore be more 
constrained than his successor 
in the party post, Datuk Tan 
Tiong Hong, a deputy minister 
with more leeway to pursue 


tough tactics. | — SUHAINIAZNAM 
Lee reshuffles is 
his cabinet 


Singapore Prime Minister Lee 
Kuan Yew reshuffled his ca- 
binet. In the changeover on 7 
May, Tony Tan, who had been 
minister for finance, health 
and education, handed over 
the finance and health port- 
folios to Richard Hu while re- 
taining the education post. In 
turn, Hu handed over thetrade 
and industry portfolio to Tan. 
In addition, Yeo Ning Hong 
stepped down аз second 
minister for national develop- 
ment but will continue as 
minister of communication 
and information, and second 
defence minister. Further 
changes in the cabinet are ex- 

pected by the end of the year. 
— V. G. KULKARNI 


troops stay 
сами 

Prime Minister David Lange 
reiterated on 7 May that New 
Zealand would continue to 
station a battalion in Singa- 
pore, only hours after Defence 
Minit Frank O’Flyni had 
muSed that тоуййд the battal- 
ion to northern Australia was 
an “obvious thing to do.” 


| O'Flynn had earlier - an- 


nounced a NZ$19 million 
(US$8.7 million) addition to 
defence spending to increase a 
South Island unit to full bat- 
talion strength. This is the first 
move to strengthen New Zea- 
land's. defence forces in the 
wake of the United States’ 
withdrawal of cooperation 
under the Anzus pact because 
Néw Zealand will not accept 
nuclear-armed or -powered 
warships in its harbours. 

— COLIN JAMES 


Tanaka death denied 


A rumour 
that former 
Japanese 
prime mini- 
ster Kakuei 
Tanaka had 
died while 
undergoing 
treatment 
їп hospital 
т for a mild 
stroke swept Tokyo on 8 
May, but was denied by the 





government. The rumour 


started with an anonymous 
call to the Mainichi Shim- 
bun but had no discernible 
effect on the Tokyo stock- 
market where the Nikkei. 
Dow-Jones Average gain- 


ed 14.90 points on the day. - 
Speculation about Tana- 


ka's health was fuelled on 5 
May when it was revealed 
he had returned home for 


six days but had then been _ 


rehospitalised (page 46). 


— CHARLES SMITH | 


Saturnino Ocampo, a jour- 
nalist alleged to be a senior 
central committee official of 
the outlawed Communist 
Party of the Philippines and 
detained by the government of 
President Ferdinand Marcos 
for nine years, escaped from 
security guards on 5 May 
while on a 12-hour prison pass 
granted by Defence Minister 
Juan Ponce Enrile. 


Ocampo was granted the 


pass to participate in the an- 
nual election of officers for the 
National Press Club. He left 
the club building by a back 
exit and sped away in a green 
Volkswagen. Enrile said it 
would have been impossible 
for Ocampo to have escaped 
without having had at least 
some help from within the 
club, but said no action would 
be taken against the club or its 
officers. — GUY SACERDOTI 
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Malaysian ind 
“aaa 


Malaysia's Industrial Master 
Plan, in preparation for nearly 
two years, will be presented to 
the government in June. The 
massive study — with reports 
on food and palm-oil proces- 
sing, rubber industries, chem- 
icals, building materials, tex- 
tiles, metal fabrication and 
transport equipment — will 
provide the basis for policies 
to take Malaysia into the 
ranks of the heavy-indus- 
trialised countries. Results of 
the M$2.7 million (US$1.1 
million) study will be incorpo- 
rated into the Fifth Malaysia 
Plan for the five years begin- 
ning 1986 (REVIEW, 14 Feb.). 

— JAMES CLAD 


Cabbage Patch Kids 
come to market 
Hongkong toymaker Kader 
Industrial Co. went public on 
7 May with a HK$173 million 
(US$22.2 million) share offer- 
ing, equivalent to 25% of its 
enlarged equity. Kader has 
grown rapidly during the past 
two. years due mainly to its 
contract - to manufacture 
“Cabbage Patch Kids,” the 
popular stuffed dolls which 
accounted for half the group's 
HK$754 million sales in 1984. 
Turnover in 1983 had totalled 
HK$315 million 

The company forecasts a 
41%*increase in net profits to 
HK$130 million for the cur- 
rent calendar year, putting the 
shares on an earnings multiple 
of five at the HK$1.85 offer 
price. On forecast dividends of 
18,HK cents for the current 
year, the shares yield a pros- 
pective 9.7%. The 93.75 mil- 
lion Kader shares offered for 
sale comprise 75 million new 
shares, and 18.759 million 
shares from the holdings of the 
Ting family, which founded 
the company in 1948. The offer 
is underwritten by Hongkong 
merchant banks Wardley and 
Schrodérs Asia. Some HK$85 
million of the offer proceeds 
will be used to finance rede- 
velopment of Kader's main 
factory site — ROBERT COTTRELL 


Islamabad, Seoul seek 
closer economic ties 

South Korea hopes to increase 
"dramatically its economic 
ко in Pakistan following a 
jve-day state visit to Seoul by 
Pakistani President Zia-ul 
Haq in early May. Subjects re- 
lated to economic collabora- 
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rights (such as patents) 
















tjon dominated his talks ү 
South Korean President Chun 
Doo Hwan. Leading an en- 
tourage of more than 70 offi- 
cials, the Pakistani president 
toured major shipyards, an 
integrated steel mill in Pohang 
and an electronics plant in 





Suwon. The Pakistani offi- 
cials expressed interest in 
having South Korean con- 


struction contractors provide 
interim-level technical train- 
ing to Pakistani construction 
workers — SHIM JAE HOON 


US GSP-scheme limits 
announced for 1985 


Products worth US$1.8 billion 
from a dozen nations and ter- 
ritories will lose their eligibil- 
ity for duty-free entry to the 
United States under the re- 
vised Generalised System of 
Preferences (GSP) announced 
in early May. In Asia, those af- 
fected are Hongkong, South 
Korea, Malaysia, Singapore 
and Taiwan, This year’s an- 
nual review of the GSP is the 
last prior to a major general 
review mandated by the US 
Congress. The competitive- 
ness of all beneficiary coun- 
tries is to be reviewed within 
two years, with consideration 
given to each country's gen- 
eral level of development, its 
openness to US goods, services 
and investment, and protec- 
tion of intellectual-property 


— LIZ CARVER 


SIA wins landing rights 

at Manchester airport 
After three years of . trying. 
Singapore Airlines (SIA) has 
won the rights for three flights 
a week between Manchester 
and Singapore. In fun, Bfi- 
tish carriers will be alowed gh 
equal number of additional 
flights on the Singapore-Lon- 
don route. SIA plans to statt 
two of the flights next Apri, 
with the option on the third4o 
be taken up later (after the 
British side starts’ 15 third 
flight — and depending upm 
traffie). EventuallyeSIA plans 
to fly to Canada from Man- 
chester, The Manchester flight 
had been discussed at the 
highest political levels e- 
tween the two governments 
Tackling a similar problem 
with Malaysia, British Prime 
Minister Margaret Thatcher 
agreed in principle during,her 
April visit to the region toan 
extra flight for the Malaysian 
carrier, Malaysian Airline 
System, between Kuala Lum- 
pur and London (REVIEW, 25 
Apr.) — V. G. KULKARNI 
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if you want data protection, we'd install 
a GCA cipher attachment at the left 
hand rear corner. It enables you to 
encipher ordine or опе. 


First, we'd type a couple of lines 
to dernonstrate how quiet the 
Hasler SP 300 is 








Here, we'd install an optional 
line display which would let 
you set up your messages 
silently and without paper. 


These five keys, we'd say, are 
all you need to prepare and edit 
any message in the memory. 


These two keys allow 
you to go back to any 
location within the text 
‚апа make corrections. 


The SP 300 is operated via this keyboard. 
This includes dialling, repeat dialling and 
abbreviated dialling. 





You can't see the builtin 
working memory, But you 
can use it to prepare mes- 
sages — even while the 
machine is in the receive 
mode. 


‘See us at: 





Communications Indonesia 85, Jakarta 
on stand no. 325 





Asia Telecom 85, Singapore 
on stand no. 41 (SWISSCOM) 





C1 We wish to receive more information about the SP 300 demonstration. Please send us your 
literature. 

(1 We wish to have an SP 300 demonstration. Please call us to make an appointment. 

О We already own an SP 300. Please send us information on the following upgrade options: 








Our Representatives: INDONESIA Indonesia P T. Karya Panca Sampurna, 2 208,21, J4;Pangeran Jayakarta, 
JAKARTA BARAT, Phone: 67 5467, Telex: 51898, PHILIPPINES AIMCOR Atronics integrated Marketing 
Corp., Ground Floor, Raha Sulayman Bldg., Benavidez Street, Legaspi Village, Makati, METRO MANILA, 
Phone: 818-9656, 818-6990, 819-6998, Telex: 14822, SRI LANKA Infotech Ltd, 24, Rotunda Gardens, 
COLOMBO 3, Phone: 547404, 548716, 26248, Telex: 21983, THAILAND, Berii Jucker Co, itd, 
542/1 Ploenchit Road, BANGKOK 5, Phone: 252 40 7^ 9, Telex: 81195. 
P a 


ff you want tocar 
your SP.300 0 а 
external memor 



































V. 24/V 2B int ace. 


With the floppy disk memory, you 
can pre-edit up to 84 full-page 
messages and have the machine 
transmit them fülly automatically 
(during a tow tariff period for ex- 
ample). 





Also, connection to.data networks supportin 
transmission speeds of up to 300 baud, to 
press networks witha remote controlled. 
selection system or te-other custom net 
is possible. it's a pluginand go concept. 


Hasler Ltd, 
information Division 
Belpstrasse 23 
3000 Bem 14, Switzerland 
Telephone 031/68 2111 
Telex 971119 hag ch 

























































ASIAN DEVELOPMENT BANK 


The ASIAN DEVELOPMENT BANK is an international finance institution based in Manila, Philip- 
pines, and established for the purpose of lending funds, promoting investments and providing technical as- 
sistance to developing countries and, generally, for fostering economic growth in the Asian region. Its 
membership comprises forty-five countries, thirty-one of which are from the Asian region and fourteen from 
Western Europe and North America. 


The Bank offers challenging opportunities: to highly qual ified and experienced professionals who 
seek employment on a career or fixed-term basis. Applications are invited for the following positions: 


INVESTMENT OFFICER 
The Investment Officer conducts security analysis capability and portfolio management including . 
advisory services. Tasks cover promotion of Bank's equity investment program (venture capital) to ° 
DMC's private sector, identifying potential equity investments and assessing all its aspects апа main-, 
taining expert knowledge about venture capital operations and developments. 


, Candidates should have a university degree in banking, finance, accounting, commerce or econo“ ` 
mics, An advanced degree in the aforementioned fields and/or a professional qualification i in public ас- ` 
countancy is preferred. Work experience mustinclude atleast five years of senior level professional as- 
signments preferably i in a developing country. 


PROJECT ENGINEER (TELECOMMUNICATIONS) Z 
The Project Engineer oversees the identification, preparation, appraisal, review and implementa 
tion of telecommunications projects. Tasks cover all aspects of telecommunications operations and ро 
licy, particularly i in regard to upgrading and expansion ot existing systems including rural networks. : 


_ Candidates should have a ee degree i in Electrical Engineering/El tronics with specializa: ' 

dv зе holders in some aspects of Tele- 
fessional experience 
inthe ( preference giv ration, appraisal and 
оз ofi implementation otir sibility studies developing countries. 


HEALTH SPECIALIST : ET (t | 
„ың The Health Specialist will be assigned t to the Social Groene Divisio t sist the Bank in its 
‘Health and Population sector activities. In addition to a basic medical: qua lification, the applicant should 
have a public health qualification (analternative post-graduate qualification in administration or econo- 
mics would be acceptable provided that, in addition, the candidate had practical public health experi- 
ence), with extensive experience im {һе health:sector in developing countries, preferably those which 
are Bank members. More spécifically, the candidate's experience should include health services ad- 
ministration; analysis of health sector information including services, management, manpower and 
epidemiological information, and the development and implementation of program and projects de- 
signed to improve health sector services. The successful candidate should have superior communica- 
tion skills in English, and be able to work in a team including non-medical specialists: 


„The successful candidate will be responsible for Project development work, including the determi- 
‘nation of sectoral priorities in member countries, identification of suitable projects for Bank financing, 
and the processing of such projects with responsibility for all related.documents. Additional respon- 
sibilities will include monitoring of Project implementation activities, and other such duties related to the 
above as may, from time to time, be required. 


Fluency in written and spoken d is essential. Staff and their families. will be based in Manila, 
Philippines, but the positions may involve international travel. 


The positions offer competitive salaries paid in US Dollars normally free of tax, and an excellent bene- 
fits package. , 


interested persons are invited to send their curtigutum vitae immediately to: 


REF. NO.: HK50 
HEAD, EMPLOYMENT & STAFF RELATIONS 
PERSONNEL DIVISION 
ASIAN DEVELOPMENT BANK 
Р.О. BOX 789 
MANILA, PHILIPPINES 





























WASHINGTON'S MOVE 

Chinese Foreign Minister Wu 
Xueqian's visit to Jakarta may 
have brightened prospects of 
renewed Sino-Indonesian - 
diplomatic ties but there is now a 
new condition blocking 
normalisation of relations. 
During his April trip to Hanoi, 
Indonesian Foreign Minister 
Mochtar Kusumaatmadja 
assured his Vietnamese 
counterpart, Nguyen Co Thach, 
that Jakarta would not normalise 
relations with Peking before the 
United States established 
diplomatic ties with Hanoi. This 
effectively links Sino-Indonesian 
normalisation to the resolution of 
the Cambodia problem, because 
Washington has.said it will not 
normalise its relations.with 

. Hanoi until Vietnamese troops 
are withdrawn from Cambodia. 



















unteers out of the пален a 
d regions ofthe . 
‘Philippines’ southern Mindanao 
land. While the US Embassy i in 
i la officially calls the move a 
‘re-evaluation of projects, the real 
reason is a spate of letters and 
threats against some of the 
volunteers from members of the 
communist New People's Army, 
according to the volunteers. Also, 


| 
| 
| 
| 
| 
ia 
| 
| 
| 
| 
| 
| 


during a recent training exercise" 






near Davao City, a grenade was 
found urider a Peace Corps 
vehicle. : 


NO APOLOGIES 


Washington is already looking 
forward with apprehension to the 
next annual economic summit, 
scheduled to be held in Tokyo. 
President Ronald Reagan’s visit 
to Bitburg cemetery, where some 


| elite Nazi SS soldiers are buried, 


during his recent visit to West 


| Germany has caused much 


resentment among Jews and 
World War П veterans — 
especially in the United States. 
Administration officials now fear 


| the Japanese will want a similar 


“gesture of reconciliation,” the 


| reason Reagan gave for visiting 


| Bitburg. Thereisresistanceinthe 
US to the idea of Reagan visiting ` 
the centre of the atomic-bomb 
explosion at Hiroshima for fear it 
might be interpreted as an 
apology. The US dropped two 
atomic bombs on Japan — the 
other on Nagasaki. 


HERE WE COME - 

While welcoming : an aggressive 
Thai army stance against the 
insurgent Communist Party of 
Malaya (CPM), which is based in 
southern Thailand, senior 
Malaysian military officers 
attending.a recent bilateral 





EN THE WEEK 
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this practice 
the 18 мы since Li 
Wanchai Jitjumnong assumed 
command of the Thai Four 
Army in Songkla. The Mal 
say the small number - 
of CPM and other communist- 
faction guerillas killed or 
captured in theyear endi 
February does not tally wi 
23 guerilla c amps seized. 


GUERILLA DRUG BUST 

A combined force of guerillas’ 
from several Burmese ethnic 
minority groups ousted ¢ 
of fighters from notorious « 
warlord Khun Sa's Shan United 
Army and smashed their heroin 
refinery ina fierce battle on 11-147 
April. The force was led by 
guerillas of the Wa National 
Army and included other rebel 
groups from Burma’s Karen arid 
Shan states, under the banner of 
the insurgent National 
Democratic Front umbrella 
organisation. During the battle, 
in the Pa-O district of southern 
Shan state, 39 of Khun Sa's 300 
troops in the area were killed and 
1 ton of acetic.anhydride — a 
chemical used in heroin 
production — and some assorted: 
weapons were seized. 






























AUSTRALIA 

Rock singer Peter Garrett said he quit 
the Nuclear Disarmament Party, which he 
helped found, after a split at the party's 
first hational conference (1 May). 


а МОА. 
Theusands of government employees in 
Gujarat began an indefinite strike pro- 
testing against police brutality. The gov- 
„ernment offered Sikh leaders uncondi- 
‚ tional talks on their demands (1 May). 
Gujarat state government, invited civil 
service. union leaders for talks in а last- 
minute bid to avert a statewide strike, All 
Tndia Radio said (5 May). Dhariwal town 
in Punjab was put under curfew after 
Sikhs killed two Hindus (7 May). 


NEW ZEALAND 

An estimated 100,000 protesters rallied 
in towns throughout the country to dem- 
onstrate against the national rugby team's 
planned tour of South Africa (3 May). 


PAKISTAN 


A team of senior Chinese military offi- 


S 























cials arrived to discuss cooperation with 
Pakistan's military (4 May). Some 1,000 


medical students locked themselves in a 


Karachi hospital to protest against a jail 
sentence for a fellow student (7 May). 


PHILIPPINES 

A woman tolda court she saw a soldier 
shoot former senator Benigno Aquino in 
the head, it was reported (2 May). Presi- 
dent Ferdinand, Marcos abolished the 
death and life-imprisonment penalties for 
subversion, the official Philippine News 
Agency said. Saturnino Ocampo, a former 
journalist who had been in jail since 1976 
on subversion and rebellion charges. es- 
caped after the government granted him a 
12-hour pass. from his maximum security 
cell, it was reported (5 бы. 


SOUTH KOREA i 

President Chun Doo Hwan briefed op- 
position leaders on his visit to the United 
States and discussed domestic political is- 
sues, officials said (2 May). Pakistan Pre- 
sident Zia- ul Haq arrived on an official 
visit (6 May}. 














ASRS 





| SRILANKA | 


At least 20 separatists and three : 
were killed when rebels attacker 
base off the Jaffna penin 
said (4 May). Separatist rebels 
government office in Eastern Pr 
with explosives, police said (/ 
Thousands of people fled the a 
naval base attacked by Tami 
after security forces sel hund 
houses on fire, a Tamil United Liberal 
Front spokesman said (f May), 


TAIWAN 

Gen. Wang Chin-hsi was appointed 
chief of the military intelligence bureau 
after his predecessor Wong Hsi-ling v 
convicted of plotting the murder of 
Henry Liu, a Defence Ministry statement 
said (3 May). 


THAILAND 

The leader of the oppositiar 
party lodged a no-confic 
against Prime Minister Prem Tinsulanc 
and six key members of his c : 
May). 
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At last, 19 montis after x AUR S kiling, an eyewitness comes ‚нё 


he cat of tears 


By Guy Sacerdoti in Manila 


he statement was clear and to 
the point: "I saw the Metro- 
com soldier pointing a gun at 


the back of the senator's head when I 
looked out of the window. When I saw 


| count, which might only have served to 


the gun, simultaneously, I heard a | 
gunshot.” 
This was the “smoking-gun” evi- 


dence which up to that point had been 
lacking in the trial of the 25 military 
men and one civilian charged with re- 
sponsibility for, or as accessories to, 
the murder of Philippine opposition 
leader Benigno Aquino on 21 August 
1983. 

After months of rumour and weeks 


of “leaked” previews, finally, 19 


| ing 767 seated in the economy section 


months after the assassination, Re- | 


becca Quijano, dubbed “the crying 
lady” for her hysterical reaction im- 
mediately following the murder, told 
the packed court in Manila on 2 May 
that she saw the shooting from a first- 
class section window of a China Air- 
lines aircraft as Aquino and his six 
military escorts were descending a ser- 
vice stairway. 

But her evidence, sensational as it 
was, proved not to be the surprise of 
the hearing. When she had finished her 
testimony, the defence told the court it 


. had no questions. The tactic is de- 


Scribed as a calculated risk. The law- 





| aisle of the plane towards the door, 


yers will not try to shake Quijano'stes- | 


timony. Neither are they planning to 
present many defence witnesses, say- 
ing the prosecution's case still does not 
beyond reasonable doubt point to a 
conspiracy. 

In the cases of accused armed forces 
chief of staff Gen. Fabian Ver and 
Metro-Manila Command (Metrocom) 
commander Maj.-Gen. Prospero Olivas, 
the defence plans i to waive its 
right to present witnesses, claiming in 
its proposed summation that no evi- 
dence has been presented justifying 
charges against them af being acces- 
sories to conspiracy. Presiding Justice 
Manuel Pamaran wants a definite date 
when the prosecution will finish pre- 
senting witnesses, which could be very 
soon. The defence lawyers say they ex- 
pect a verdict by June or July. 

Privately, the defence lawyers agree 
the trial may not bring out the truth 
but they are confident —: with or with- 
out Quijano's evidence — that the pro- 
secution case does not add up to 
enough evidence to convict any one. 

While admitting the testimony is 
“damaging” to their case, the decision 
to waive cross-examination was made 


14 





to avoid forcing Quijano to fill in many 
of the details she left out of her ac- 


increase her credibility as a witness. 

The lawyers are also counting on the | 
fact that Quijano's choice to remain in 
hiding from the time of the assassina- 
tion until her arrest in December 1984 
on charges of embezzlement and car 
theft — since resolved out of court — 
put her character in doubt. 

Quijano told the court that she was a 
passenger on the China Airlines Boe- 


to the right and three rows in front of 
Aquino. After learning Aquino's iden- 
tity, she went up to him, shook hands 
and talked to him briefly. When the 
aircraft landed, she went back to 
Aquino to have her picture taken with 
him — which she showed the court. 

After the aircraft landed, she said, 
she noticed the three members of the 
military boarding party searching for 
Aquino (other. escorts, some in 
plainclothes, were near the door of the 
aircraft). She identified them as one 
Metrocom soldier and two Aviation 
Security Command (Avsecom) person- 
nel by their insignias and different- 
coloured uniforms. 

When Aquino was led down the left 





journalists and TV cameramen fol- 





А: the ky in toe 
ip Philippines . continues to gain 
. momentum in many rural, economi- 
cally depressed regions, the govern- 
ment and people are facing a new 
Е threat — a reed right- 
wing backlash. - m 
Mimicking the ымы; ‘squads of 
Central and South America, mem- 
` bers of isolated p ap 
Christian and Muslim — alo: 
locally sponsored + security A 
have recently stepped up killings of 
rcgni ee sympathisers 
countrysi many cases 
with the tacit approval of local mili- 
tary commanders, + 
. The result hasbeen disasterous to 
the government Asus. airing, to 
ENE? other community lead- 
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DEATH SQUAD TERROR 
The murder of an Italian priest by соту vigilantes rn 
causes worry in Manila about armed fana | БЫ 


lowed, she said, and she moved with 
the group into the first class section. 
She said plainclothesmen “pushed and 
shoved with their elbows” as the group 
reached the door. She saw Aquino 


moving out of the emergency exit. She 
continued to the door of the aircraft 
and then quickly to a first class section 
window on the left-hand side, though 
she was not sure exactly which row it 
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ers, with an. increased ИЗ ТАРН 
perm the local populations to the 
M of protection and "instant jus- 
by the communist New 

Lio cec in many | areas. Е! 
| The most serious: cases are being re- 
ported from the southern island of 
е where marauders with 
utomatic weapons or traditional 

le: machetes) have historically at- 
those with diff ideo- 

ees or local political sympathies. 
From the infamous Lost Command, 
headed by retired Philippine Con- 
stabulary colonel Charlie Lademora, 
to оуу уа n cir th such as 
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was. Stooping to look out, she said, she 
saw Aquino was about three-quarters 
of the way down the service stairs of 


the docking tube, surrounded by sol- | 


diers. s: 

It was the man directly behind 
Aquino, whom she could not identify, 
who was pointing a gun at the back of 
the senators head, she said. After 
hearing the shot, Quijano screamed 
and “panicked,” She ran back to a 


friehd who had remained in the econ- | 


omy section, then went back to the 
first-class section and looked out of the 
window again: 

Then, she said, she saw uniformed 
men: pointing their rifles downward 
and firing. It was then that she became 
hysterical and began crying because 
she “thought [Aquino] was being shot 
at when he was already dead." (What 
she might have seen was Avsecom sol- 
diers firing into the body of Rolando 





Whilé Quijano's story outlined a 


| credible series of events surrounding 


the actual shooting, the lack of ques- 
tioning left many blanks. How much of 
thescepe was visible from the window? 
Could she see thé .Avsecom.van which 
had pulled up near the stairs to trans- 
port Aquino? Were there other people 
on the tarmac at the time of the shoot- 
ing? None of these questions was 
asked, even by the prosecution. 

When she was asked to demonstrate 
how the gun was held by the Metrocom 
soldier, she held it in her right hand, 


| pointed downwards. 


Galman, who the military claims was | 


Aquino's lone assassin.) 


= ed 
Io ol 


i) AVSECOM 


Army, Haring Galum, Sanfa Lana 
and El Librecom — these small pri- 
vate armies have terrorised rural 
farming communities with brutal 
killings designed ostensibly to main- 
tain control among the civilian popu- 
tation) | 

, f 

he brutal murder on 11 April of 
vM Italian missionary priest Fr Tullio 


Favali. the small North Cotabato | 


town offTulunan has put the spotlight 
lef criticism of both the opposition 
And government members of the na- 
hional ‘assembly, on the Integrated 
4ivilia$ Home Defence Force 
(ICHDF), organised during the late 
4970s to act as local paramilitary 
„nits toomaintain security in mostly 
rüral aféas against the communist. 

£3Many'rightwing fanatics have al- 
legedly - been given’ automatic 
weapons by military tnits as mem- 
lers оѓ: {һе ICHDF, resulting in 
£foups of undisciplined and some- 
fimes vicious killers. The priest's 
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tary into re-evaluating the 
| role of the cater’ M 


| when an estimated 12-20 


he defence hopes this is signifi- 

| cant. The defence lawyers intend 
to refer to expert medical witness- 

es who said the gun had to have been 
fired upwards, according to post-mor- 
tem reports, even if Aquino was looking 
down as he descended the stairs. Also, 
they intend to point to the fact that no 
blood was found on the steps. These 
points will be used 
to show Aquino 
must have been 
on the tarmac 


fatal shot was 
fired, thus leav- 
ing the possibility 
open that Galman 
could have been 
the assassin. 

The second 
major part of 
Quijano's testi- 
mony concerned 
her treatment by 
one of the accused 
men — Presiden- 


murder, appáreniy by 
such a ‘group of ICHDF 
men, has shocked the mili- 


The incident happened 


ICHDF members, drinking 
heavily, were writing lists 


priests say is 70-75% 
under the control of the 
NPA. A local man fdentifi- 
ed as an NPA sympathiser, 
walked over to the group 
to protest and was imme- 
diately shot in the hand. 
Residents sent an appeal 
for help to a local priest, which 38- 
year-old Favali receivéd instead. 
While speaking to the family of the 
injured man, Favali heard a commo- 
tion, went outside and found the 
ICHDF men burning his motocycle. 


when the single | 








tial Security Command Col Vicente 
Tigas — after finally leaving the air- 
craft. Tigas is the only military man 
charged asa principal in the.conspirácy 
who is connected with the presidential 
palace. At the time, he was attached to 
the Office of Média Affairs and Was 
charged with keeping journalists away 
from both the arrival gates in the ter* 
minal and the docking tube. 

Quijano said that as she left the air- 
craft, a number of reporters asked her 
what happened. She said: "They al- 
ready killed Senator Aquino, you are 
not even crying." Tigas approached 
her, held her shoulder tightly — as 
videotapes of the event clearly show — 
and said, according to Quijano: "Do 
not talk if you do not want to be in 
trouble." 

Quijano testified that Tigas and 
another man took her to the departure 
lounge. Before taking her to the im- 
migration counter, Quijano testified, 
Tigas said: "Man, it is over." She also 
quoted Tigas as telling a reporter “no- 
thing" happened. Quijano said Tigas 
finally left her after she told. him she 
“did not see anything.” 

Quijano said she later tried to con- 
tact a lawyer accredited to the Agrava 
fact-finding board and made an ap- 
pointment to see him, but later backed 
out because she was scared 

The prosecution is hoping that 
Quijano’s testimony will bring out 
three more witnesses who have disap- 
peared since the Agrava board issued 
its findings. All three told the board 
they saw Aquino still on the stairs 
when they heard the first shot. But itis 
unclear whether they can be found be- 
fore the prosecution case is closed. E 


Residents reported that 
as Favali walked towards 
the group with hands 
raised, he was shot repeat- 
edly, his body kicked and 
his skull shattered. The 
post mortem found 22 bul- 
lets in his body. 

Three of the ICHDF 
members have been ar- 
rested, but the leader, 
Roberto Manero, who is 
allegedly involved in 10 
other murders in the area 
during the month prior to 
the killing. remains at 
large. 

For the NPA, the fact of 
the increased killings has 
only bolstered its appeal. 


This is despite their own violent tac- 
tics against the fanatic groups such as 
its 27 March attack on a village in 
northern Mindanao allegedly in 
which 20 were killed and 19 
wounded. — GUY SACERDOTI 
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The government's efforts to stop the rot in Punjab are 
frustrated by the virtual break-up of the Akali Dal 


EN the unrest in Punjab mounts, with 
a Hindu-Sikh antagonism reaching 
| the pitch almost of a religious war, the 
— Indian Government's increasingly ur- 


E ` gent efforts to defuse the crisis have 





been thwarted by deep splits amount- 
ing to a virtual break-up of the main 
Sikh political party, the Akali Dal. 
While Prime Minister Rajiv Gandhi 
announced at a debate of the All-India 


— Congress party committee on the Pun- 


jab problem on 4 May that he was pre- 
pared to back the concessions he had 
already made to the Akalis with 
guarantees of full security for Sikhs 
both inside and outside the state, the 
party he was addressing was already in 
tatters. 

On 1 May, Sikh elder statesman Jo- 
ginder Singh, 90, father of the “mar- 
tvred" Sant Jarnail Singh Bhindran- 
wale who was killed when Indian 
troops seized the Sikhs’ holiest shrine, 
the Golden Temple at Amritsar, on 
6 June 1984, and therefore now re- 
garded as the symbol of Sikh mili- 
tancy, said he was forming a "new" 
Akali Dal. He claimed to have received 
resignations from the party's two main 
factional leaders, party president Sant 
Harchand Singh Longowal and Jagder 
Singh Talvandi, and said that there- 
fore he was dissolving the factions and 
creating a new, unified party under a 
nine-member ad-hoc committee with 
himself at its head. 

The nine members named, apart 
from Joginder Singh himself, included 
one of his sons, Longowal, Talvandi, 
former chief minister of the state 
Prakash Singh Badal, Sikh temples 
management committee chief Gurcha- 
ran Singh Tohra and three others who 
are either in jail or taking refuge 


|. abroad. The committee thus includes a 


majority of members who are consi- 
dered extremists in Sikh politics. Lon- 
gowal took 24 hours to react and de- 
clare that he had merely requested the 
old man to mediate between the fac- 
tions, had never resigned and had now 
called a conference of party delegates 
for 17 May to consider the “proposal” 
made by Joginder Singh. Talvandi, 
Tohra and Badal, however, supported 


3 Joginder Singh’s move, further in- 


creasing pressure on the compara- 
tively moderate Longowal. 

All this comes amid a serious de- 
terioration of the law-and-order situa- 
tion in Punjab. Terrorism has returned 
to the state and politically motivated 
murders are being reported almost 
daily. But unlike before, the targets are 
not now largely those considered 


16 











quislings by the Sikh extremists, but 
Hindu political workers dnd leaders of 
either the ruling Congress party or the 
Bharatiya Janata Party, which is 
widely considered a party of Hindu 
nationalism. Delegates to the two-day 
meeting of the working committee of 
the Congress party in their resolution 
on 4 May noted “the communal hatred 
being injected into the body politic and 
the minds of the youth . . ." 


Ag this backdrop of increasing 
militancy, numerous groups of 
Sikh folk singers are now making the 
rounds of villages in Punjab singing 
freshly composed ballads about the 
valour of those who fought the Indian 
Army during the storming of the Gold- 
en Temple. Praises are also sung of the 
two Sikh assassins of former prime 
minister Indira Gandhi. There are few 
Akali Dal leaders who, during their 
public appearances, are not asked for 
their view of the two killers — and 
fewer still who do not feel obliged to 
describe them as Sikh heroes. 

The pressure on the Akali leaders is 
best illustrated by Longowal's re- 
peated humiliation in Sikh temples 
and at public meetings he has address- 
ed following his release from jail. At 
one gathering, women presented him 
with a set of bangles — a gesture Pun- 
jabis consider the ultimate insult to 
anyone's manhood. During his late 
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“dhi for killing “the 
wicked sinner” and 
when he rose to speak, 
it-was amid a din of 


slogans calling for 
punishment of “the 
guilty.” In his speech, 


Longowal noted that 
the Sikhs had fought 
the Moghul empireand 
then the British — and. prevailed. 
"Now we must prepare for the third 
great war, against Congress, which has 
come to power with the help of ex- 
tremism and terrorism. against the 
Sikhs," hesaid. 

Unlike the administration of his 
mother, that of. Gandhi has been 
noticeably tolerant of these provoca- 
tions. Home Minister S. B. Chavan, in- 
tervening in the Congress committee 
debate, cautioned delegates against 
saying anything which might deter the 
Akali Dal from resuming negotiations 
and added that the Akalis, too, stood 
for national unity and integrity and 
that if they would resume talks, there 
was no issue that could not be solved 
amicably. Gandhi himself described 
the Punjab problem as "quite old and 
extremely serious" and hoped that the 
Akali leaders would reciprocate his 
government's gestures. 

The prime minister was referring to 
his partial acceptance of the precondi- 
tions of the Akalis for resumption of a 
dialogue. These included the freeing of 
Akali leaders from jail, lifting the ban 
on the All-India Sikh Students Feder- 
ation and the appointment of a judicial 
commission to look into riots against 
Sikhs in Delhi. The commission'sterms 
have been broadened to include a 
probe into the failure of relief mea- 
sures for uprooted Sikh families. 

The Akali Dal's reaction to these 
gestures of goodwill has not been en- 
couraging. Longowal simply snapped: 
“Which gestures of goodwill? The 
police raid on the Golden Temple com- 
plex or the arrest of large numbers of 
young men in rural areas or the misuse 
of official machinery to lend support to 
Agriculture Minister Buta Singh to 
violate the edict excommunicating 
him?" He also argued that any civilised 
government would have ordered inves- 
tigations into the New Delhi riots. 

Although Chavan has said that the 
government would wait patiently for 
the Akali Dal to set its house in order 
on 17 May, all indications are that even 
if Joginder Singh's dissolutions are set 
aside, the party would be in no position 
to adopt a conciliatory attitude. It 
would be under tremendous pressure 
to join the mobilisation for the 

"genocide week" that the Sikhs pro- 
pose to observe from 2 June to mark the 
storming of the Golden Temple. п 
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Without doubt, Chris Evert- 
Lloy d has secured her place i in 
the Tennis Hall of Fame. 


Her determination and style 
separate her clearly from the 
merely excellent play ers. 

Despite three Wimbledon, 
six US and five French Cham- 
pionships, Chris's will to win is 
undiminished. 

She has always played pre- 
cisely, accurately. 

Forehand and double-fisted 
backhand drive the ball hard 
and deep to within inches of the 
line with a consistency and 
accuracy that bear testimony to 
years of practice. 

An increasing willingness 
to come up to the net and then 
volley with the same ruthless 


efficiency has raised her game to 
near perfection. 

On court, Chris Evert-Lloyd 
is a very tough competitor 
indeed. Off court, however, she 
reveals a witty, charming and 
relaxed personality. 

For the first few years, I think 
the crowds were just waiting 
to see the Ice Queen melt, 
Says. “And, of course, eventually 
I lost some matches. But when 
they saw I could take it, that 1 
was human, then they liked me 
for it. Now crowds are usually 


on my side. And that's nice!” 


М she 


These two contrasting facets 
of Chris Evert-Lloyd — machine- 
like efficiency and toughness in 
what she does; feminine charm 
and style in who she is — are also 





perfectly embodied in the v 
she wears. 

A Rolex Lady Datejust 
a really strong watch,” she says 
“About four hours of practic 
day ~ serves, volleys, backhands 
forehands — is quite a hammei 
ing. Yet it always keeps right oi 
going. It's alw lys surp ising te 
me how something that looks s« 
be autiful can be so tough. 


“Still I know Rolex have 
been making watches for a very 
long time and ‘practice mak 
perfect’ is something I've always 
agreed with.” 


Chris Evert-Lloyd and he: 
Rolex Lady-Datejust. They may 
be very, very tough. AT, 
But both of them are » 
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f no other car 
an offer you greater 
iving safety than 


BMW, then it’s got 
lot to do with 

's unique way 
getting advanced 


BMW suspension systems have always 
had the habit of making motoring history. 
The technical concepts behind them 
have repeatedly been the driving force 
behind progress, and their performance 
and superb handling characteristics 
have consistently contributed to more 
dynamic and, at the same time, to safer 
driving. 

Our superiority in this particular field of 
automotive technology isn’t just 
underlined by the patented double-joint, 
spring strut front axle, which is a standard 
feature on today’s BMW cars. 

It’s also highlighted by the superb 
all-round performance, which is achieved 
when this unique front suspension 
system is combined with our latest semi- 
trailing arm rear axle with stabiliser bars. 
A combination you'll discover, 

for instance, on the new BMW M 635 CSi. 
Commenting on it, the authoritative Ger- 
man motoring magazine »Auto-Zeitung«, 
said: 

"When it comes to driving safety and 
vitality, the BMW M 635 CSi has virtually 
no-one to fear’: 


BMW makes enormous investments, in 
order to further consolidate its leadership 
position in car handling behaviour. 

in comprehensive theoretical research, 
and in the most sophisticated develop- 
ment and test techniques. 

Not least, the unrivalled qualities of BMW 
suspensions are the result of a unique 
piece of equipment, which BMW develop- 
ment engineers have at their disposal: 
the dynamic-drive suspension test unit — 
a futuristic robot tester, which is the only 
one of its kind in the world. 

Based on empirically derived data, it can 
simulate electronically all the potential 
loads, which a suspension system can be 
subjected to. 

This leads to a range of test programmes 
of scarcely imaginable severity. 

For instance, the unit’s central control 
computer can put each and any BMW sus- 
pension through a murderous laboratory 
test drive, which corresponds exactly 

to a 10,000 km. run on the famous 
Nürburgring racing circuit ~ at speeds and 
under loads, which even the most accom- 
plished, professional test driver couldn't 
hope to sustain. 

The technological sophistication of the 
unit is as exceptional as its dimensions 
(the illustration on the left reproduces the 
relative proportions). 

Via a complicated mechanical and hydrau- 
lic system, the central computer can 

















The resulting knowledge allows BMW 
technicians to optimise suspension 
kinematics and statics, and to achieve thg 
ideal balance between spring and shock 
absorption characteristics — an extreme! 
complex undertaking, which is virtually 
insoluble without the aid of such advanceq 
technologies. 


BMW has always been somewhat more 
dynamic than others. 

So when it comes to your driving 

safety, we race our suspensions from 0 t 
100 km/h in 2.1 seconds. 

To take research way beyond the bound 
imposed by practical limitations, the 
BMW suspension test unit is geared for 
maximum performance. 

So, for instance, acceleration statistics 
of 0-100 km/h in just 2.1 sec. can be achie 
ved, with the 300 km. mark being passed 
in under 9 sec. 

The corresponding braking times are 
below even these values. 

The construction quality and materials, 
which are put through these tests, are 
without question vastly superior to any- 
thing required in practice. 

And for special research projects, where 
bodywork rigidity and aerodynamics 
are of prime importance, a complete bod 
shell can be incorporated in the test 


Another net result of this exceptional 
sophistication in research and testing is 
that in handling and safety BMW is right 
up there at the top. 

So, in terms of car suspension systems 
as well, it all goes to prove the truth of the 
maxim, that there's only one way to 
enjoy all the benefits of BMW motoring. 
And that’s to drive a BMW. 











BMW cars. 

The BMW range of fine automobiles: 

the ultimate in performance, comfort and 
safety. 


BMW AG, Munich 





"Norway 
just chose 
our phone 


system 
for what it 
vili do now. 
And years 





When the Norwegian Telecommunications Administration wanted to 
modernize the country's phone system, they looked ahead to the kind of 
* ! P system they'll need in the 

| | T future. 
Ns They saw that any system 
they install now would have to 
easily take on new features 
when new technology comes 
along. Without disturbing the 
Ч architecture of the system 
( Which is why the pro- 
gressive Norwegians saw 
the need for over a half- 
million equivalent lines of 
ITT System 12" 

In an open competition 
System 12 was Norway s 
choice over international com- 


ITT System 12 is everything Norway = ?? ^5 like L.M. Ericsson, 
wants in a digital phone system today. CIT Alcatel, Northern Telecom 
And tomorrow. and NEC. 
Because System 12 is the 

one fully digital switching network with the flexibility—in its capacity 
and operation—to help Norway's telecommunications grow well into the 
next century. 

How? 

With fully distributed control, a patented feature of System 12 

It controls voice and data traffic, simultaneously, with many individua 
microprocessors, instead of a central computer. And handles both wit! 
equal ease. 

So the system expands simply and economically For more lines or 
more services. 

System 12's unique digital switch is a product of $875 million in 
research and development by ITT engineers worldwide. 

This contract makes Norway one of 19 countries that have ordered 
System 12. 

When you consider all that System 12 will do for Norway's telecommu 
nications today, imagine what it will do years from now 






1963. It was 
a very good year. For 
that was the year the 
champagne flowed when 
The Mandarin, Hong Kong 
first opened its doors. Not that 
this makes The Mandarin Asia’s 
oldest hotel. Far from it. And we've 
never had any desire to be Asia’s biggest. 
No, we're quite content, as we enter our 
21st year, to continue to be Asia’s best hotel. 
As René Lecler has confirmed yet again in 
the latest edition of his authoritative ‘The 
300 Best Hotels in the World’. 


At The Mandarin, Hong Kong you 
will encounter service that seems to possess an 
uncanny ability for anticipating your every need. 
And accommodation that woe Li taste and refinement. 
As well as restaurants Lecler has deemed the finest in a 
city more than passingly noted for its fine cuisine. . .and 
well-stocked wine cellars. Which is cause in itself for some- 
thing of a celebration. 


The Mandarin, Hong Kong 


A member of Mandarin Oriental Hotel Group 


Hong Kong: The Mandarin. Bangkok: The Oriental. Manila: The Mandarin. Jakarta: The Mandarin 
Macau: The Oriental. Vancouver: The Mandarin ge The Onental (1986). 


aW Kuala Lumpur: The Onental (1986). Hong Kong: The Excelsior, an Associate of Mandarin Oriental 
For reservation, call *The*Teading-Hotels of t brid or your travel agent 


DID YOUR 

COMPANY 

MAKE THE 
‘REVIEW 600? 


One of the best ways to mea- 
sure the dynamic quality of a 
publication is to examine the 
quantity and quality of the ad- 
vertising pages it carries. Last 
year, when many publications 
were struggling to maintain 
advertising volume, the Re- 
view carried more advertising 
than at any time in its 39-year 
history. 


More than 600 companies 
from every corner of the globe 
selected the Far Eastern Eco- 
nomic Review to promote their 
message representing every 
major category of industry in- 
cluding banking & finance, 
travel, high technology, con- 
struction & engineering, li- 
quor, office equipment, luxury 
products and many, many 
more. 


As the world's premier publi- 
cation on Asian affairs, the 
Review delivers top decision 
makers in business, industry, 
government and the profes- 
sions more cost effectively 
than any other publication in 
Asia. 


To reach the elite, join the elite 
by advertising in the Far East- 
ern Economic Review and join 
the Review 600. 


For a composite of every ad- 
vertisement carried write, on 
your company letterhead, to: 


Ms. Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review Ltd. 
GPO Box 160, Hong Kong 




















A long journey into the Twentieth Century. 





At Pakistan International, you'll find that 
our connections with the world can be 
traced to the earliest times. 
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FLYING TO: ABU DHABI, AMMAN, AMSTERDAM, ATHENS, BAGHDAD, BAHRAIN, BANGKOK, BEIJING, BOMBAY, 
CAIRO, COLOMBO, COPENHAGEN, DAMASCUS, DELHI, DHAHRAN, DHAKA, DOHA, DUBAI, FRANKFURT, 
ISTANBUL, JEDDAH, KATHMANDU, KUALA LUMPUR, KUWAIT, LONDON, MANILA, MUSCAT, NAIROBI, NEW YORK, 
PARIS. RIYADH, ROME, SINGAPORE, TEHRAN, TOKYO, TRIPOLI and 24 destinations within Pakistan 
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Pig-in-a-poke prices 
Consumers are troubled by unauthorised price rises as 
demand increases in line with new policy 


By David Bonavia in Hongkong 


ationing pork, while supplies of 

the meat are rising, is one of the 
anomalies of the Chinese consumer 
market at the present stage of the 
country’s economic reform. 

Irrational patterns of sale and con- 
sumption of food and consumer goods 
are attracting increasing comment in 
the Chinese media, and among visitors 
to the country. One of the main prob- 
lems is the absence of an official busi- 
ness class charged with evening out 
and rationalising supply and demand, 
which at present is done on an 
amateurish and self-serving basis by 
cadres at all levels (REVIEW, 18 Apr.). 

The problem is basically one of ris- 
ing expectations. Some five years ago 
the authorities introduced the "read- 
justment" policy for Chinese industry 
— principally aimed at creating more 
light industrial and textile-making ca- 
pacity, while reducing investment in 
the heavy industrial sector. 

This policy has led to an increase in 
supply of consumer durables, espe- 
cially for family use — refrigerators, 
radio-cassette recorders and washing 
machines in particular. But urban con- 
sumers are disturbed by the fact that 
improved food supplies have been 
mostly in peasant free markets, where 
prices are high. The subsidy paid to 
city-dwellers for food-price rises in the 
early 1980s is not seen as adequate 
compensation. 

The significant increases in some 
peasant families' incomes, since the re- 
forms in agriculture from 1979 on, 
have been brought not only through 
higher farm productivity, but also at 
the expense of urban workers and 
cadres. This problem will have to be 
tackled if morale in the cities is not to 
be allowed to deteriorate further into 
cynicism and alienation of the man and 
woman in the street. 

The party and government have no 
great words of cheer for the city-dwell- 
ers. "Only when our country is pros- 
perous and powerful, and when social 
economic results improve, can there be 
a reliable guarantee for an increase in 
personal benefits," the People's Daily 
said recently. 

Factory managers anxious to please 
their workforce have been handing out 
bonuses of textiles to the workers. 
These are supposed to be confiscated 
by the authorities when they discover 
such cases, adding to the swell of con- 
sumer discontent. 

The biggest problem, however, is the 
upward pressure on prices. Canton has 
set up a telephone hot-line to handle 
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complaints from the public about un- 
authorised price rises at licensed shops 
and stalls. But supporters of the econo- 
mic reform claim this is just a result of 
inefficiency or dishonesty on the part 
of individual officials. 

By far the most important non- 
staple consumer product in China is 
pork. People measure the ups and 
downs of the economy by the availabi- 
lity and quality of pork. But there are 
many anomalies. Earlier this year pork 
rationing in Peking was re-instituted 
after a period of several years during 
which it was sold freely. At the same 





time, Yunnan province has lifted all 
state controls and monopolies on the 
sale and purchase of pig-meat (from 
which the Yunnanese make an excel- 
lent cured ham). 


S: as not to appear to be dis- 
criminating in favour of the Han 
Chinese, Yunnan's provincial govern- 
ment simultaneously removed controls 
of beef and mutton for the province's 
substantial Muslim minority. How- 
ever, it is not just a matter of relaxing 
controls on the pork trade. Recognis- 
ing that the peasants would not drop 
their selling price for pigs voluntarily, 
the authorities are paying a regular 


pork subsidy to urban consumers. In 
Canton, by contrast, sales of fish have 
fallen annually since the abolition of 
the state controls six years ago 

| Тһе greater attention being paid to 
| consumer affairs is having some startl- 
| ing effects. The media has been call- 
| ing on people to save less and spend 
| more, in order to reduce stockpiles of 
consumer goods — doubtless of low 
quality, unpopular with the buying 
public. Only when the money has gone 
back into circulation will it be possible 
to invest in better quality production 
facilities. A recent official statement 
put the value of stockpiled goods at 
Rmb 200 billion (US$70 billion). Sell- 
ing units have been told to "promote 
sales" — a novel activity for Chinese 
shops and wholesale outfits. 

Not only are consumer products af- 
fected by bottlenecks and irrational 
prices. There is an acute shortage this 
year of steel, wood and coal for con- 
struction. Late last year, for instance, 
the huge Gezhouba Dam on the 
Yangtse River, the 
biggest power pro- 
ject in China, was 
reported to be short 
of 8,000 tonnes of 
steel reinforcing 
bars. At the same 
time, some of these 
essential materials 
were stockpiled in 
other partis of the 
country. 

Inthelastanalysis, 
the Chinese Gov- 
ernment these days 
is judged by its suc- 
cess or failure in 
producingmore and 
better consumer 
goods. Toys, sweets 
and firecrackers are 
increasingly being 
judged by their qua- 
lity, not just supply. 
The need for knowl- 
edge of quality 
standards in other 
countries 15 one re- 
sult of the joint ven- 





tures and other 
Similar arrange- 
ments being pur- 
sued in the Shen- 


zhen Special Economic Zone 

The best quality products are sold at 
controlled prices — including bicycles 
of well known Chinese brands, sewing 
machines, TV sets, salt, coal and 
cigarettes. Where there are friendship 
stores for foreign residents or visitors, 
| Chinese citizens can often lay their 
hands on Foreign Exchange Certifi- 
cates and buy high-quality products 
| But outside the major cities, and espe- 
cially in rural areas, such things may 
be just unobtainable. At Chinese New 
Year and other festivals, many shops 
take advantage of the surge in demand 





to make unauthorised increases in 
prices of semi-luxury products п 
25 















































John McBeth in Bangkok 


Cambodian chemistry professor, 
E shot to death in his Paris apart- 
nt in March, may have been killed 
unwittingly sending fellow intel- 
'tuals to their deaths at the hands of 
imer Rouge executioners in Phnom 
ШЗ notorious Tuol Sleng prison. 
‘cording to police reports, а scrawled 
message left by the killers at the scene 
he crime was deciphered as “Sur- 
ivors of the Cambodian Genocide.” 

It is the first suspected incident of a 
~ambodian refugee being murdered 
or past affiliations with the Khmer 
Rouge, and investigators believe it was 

Yiggered by the massive publicity 
hich accompanied the launching of 
the film, The Killing Fields. The bodies 


nd two lodgers were found, each with 
а bullet in the head, in their flat on the 
Southeastern outskirts of Paris. An es- 
imated 25,000 Indochineserefugees — 
ncluding 10,000 Cambodians — are 
rowded into the area, now known as 
sia-on-Seine. 





y Ted Morello in New York 


Aves dared to speak the un- 
speakable when it joined other 
onors in re-affirming support for the 


ressing a donors’ meeting at UN 
uarters here on 2 May, Austra- 
Ambassador to the UN Richard 

oolcott recalled that Canberra had 
sed in March .to provide 
,900 (US$543,624). to assist 
hmers displaced by the Vietnam dry- 
military offensive along the 
hai-Cambodian border. 
that sum, A$280,000 was ear- 
iarked.for the medical programme of 
he International Committee of the 
Red Cross (ICRC), The. remaining 
4$530,000 was for “the. care and 
sintenance of Cambodian civilians 
Unbro camps,” Woolcott said, add- 
ng pointedly, “other than Khmer 

ge." 
| The prohibition, against. sharing 
‘anberra’s contribution with the com- 
amunist component of th i- 
;mamese tripartite Democratic . 

















A resettled Cambodian with suspected Khmer Rouge links is 
murdered in Paris and others are stranded in Thailand 


of 40-year-old Try Meng Huot, his wife | 
| in either 1975 or 1976, and was appa- 














French press accounts claim Huot 
was a former highly placed Khmer 
Rouge official who for a short time 
after the fall of Phnom Penh in late 
1978 directed a communist detention 
centre. But Cambodian scholars, in- 
cluding Stephen Heder who met him in 
Thailand before he was resettled five 
years ago, feel that he was never a 
member of either Pol Pot’s communist 
party or the communist youth league. 

According to the most reliable re- 
ports available, Huot was associated 
with Khmer Rouge front activities 
while studying in France in the late 
1960s and early 1970s. Along with 
about 400 other French-educated stu- 
dents and leftist intellectuals, he re- 
turned to Phnom Penh through Peking 


rently sent to a re-education centre in 
the Boeung Trabek district of Phnom 
Penh. Much of the political instruction 
seems to have been directed by senior 
cadres because at one point in 1976, 
Huot studied under Ieng Sary, the 


Speaking the unspeakable 
ustralia's ambassador to the UN openly rejects giving refugee aid 
o the Khmer Rouge, a sentiment echoing others’ private views 


puchea coalition. government echoed 
the announcement made five weeks 
earlier in Kuala Lümpur by Australian 
Foreign Minister Bill Hayden. But it 
was the first time such a provision has 
been voiced openly and unequivocally 
at a UN pledging conference. Donors 

— including Australia — have made 
the same point in the past but only by 
implication, and Unbro officials. told 
the Review that Japanese. delegates 
have laid down similar conditions, 
though only in private. 

By bringing the issue out of the 
closet, Australia dramatised the revul- 
sion with which the UN majority still 
regards the Khmer Rouge, heir to Cam- 
bodia’s genocidal Pol Pot regime, 
which held power from 1975 to 1979. 
Even its two non-communist coalition 
partners . Prince Norodom 
Sihanouk’s faction and the Khmer 
People’s National Liberation Front — 
are linked to the militarily dominant 
Khmer Rouge only by a common oppo- 
sition to Cambodia's Vietnamese in- 
vaders. 


capacity a as either c airma 
chairman of a committee of intellectu- 
als undergoing re-education. © 
Huot was described as "a sort of en- 
thusiast, a zealot," and there are indi- 
cations that party cadres may have 
persuaded him to report on fellow in- 
mates. Some intellectuals he was criti- 
cal of in fact did disappear, but it was 
not known what happened to them 
until after the Vietnamese invasion 
when their names were discovered on 
the death roll at Tuol Sleng. In his 
book, Cambodia 1975-82, Khmer spe- 
cialist Michael Vickery quotes two 
former inmates of Boeung Trabek re- 
education centre as saying the greatest 
danger to their safety came from those 
returnees from abroad appointed as 
| group leaders who tried to curry 
| favour with higher officials by report- 
ing, or inventing, the faults of othérs. 





L ittle is known about how Huot be- 
came separated from the Khmer 
Rouge evacuation columns, but he first 
came to the attention of Cambodian 
scholars in August 1979 at the Surin 
refugee camp in northeast Thailand 
where he was helping to supervise the 
distribution of food. A short time after 
that, he was moved to the newly 











the highlight of the pledging confer- 
ence at which donors were presented. 
with a grim picture of a multimillion 
dollar cash shortfall and a displaced 
Khmer population threatened by dis- 
ease, food shortages, a shrinking water 
supply and Thai border warfare. 

The report was submitted by Tatsuro 
Kunugi, UN Secretary-General Javier 
Perez de Cuellar's coordinator for 
Cambodian humanitarian relief. At 
the core of the problem is the hammer- 
ing inflicted on refugee encampments 
by the recent Vietnamese border offen- 
sive. In Kunugi's words: “The entire. 























of the Thai- i Kanpicboen 
been obliged to seek refu 





















С attacks forced а = 
evacuation of Khmers already dri- 
ven from their original border camps 
at Samrong Kiat, Borai and Ta Luan. 
And in the past three months, more 
than 23,000 Thai villagers in the dis- 
tricts of Aranyaprathet, Korat, Boa 
Chet, Sangkha and Khun Han had to 
iliti 




















"Tension remains high at virtually 
all points along the tore the 








, Australia’s injection of candour was. 





Kunugi report said, 
diy t 





opened Khao-I-Dang camp north of 
Aranyaprathet, and it was there that 
French authorities accepted him for 
resettlement. 

French immigration authorities are 
considered to have been fairly relaxed 
over the political backgrounds of the 
refugees they have taken in over the 
years. Although it was never publi- 


cised, it is understood, for example, | 


that they accepted a number of Khmer 
Rouge soldiers who fled into Thailand 
in 1977 to escape purges in Cambodia's 
northwest. 


While there have been no reports of | 


similar violence in the United States, 
where the bulk of Cambodian refugees 
have settled, American officials ac- 
knowledge that some Khmer Rouge 
have probably slipped through the 
screening process. Instances of Cam- 


bodian refugees accusing others of | that they are getting to the bottom of | 





| тсе даь 
Khmer Rouge cog EO have occur- 
red in the US, but a lack of corroborat- 
ing evidence and the fear that such 
charges are used to settle old grudges 
militate against serious investigation. 
Even if an accusation could be 
proven, there is little that the US au- 
thorities can do anyway. “Thai policy 


is that once a refugee leaves, he never | 
| (REVIEW, 20 Sept. '84) that vary from 


comes back," one Western official told 
the REVIEW, "We could withhold some- 
one's permanent residence status [nor- 
mally approved a year or so after reset- 
tlement], but we have nowhere to de- 
port him." 


n more recent years, and particu- 
larly over the past 18 months, the 
Khmer Rouge bogey has become an 
increasing preoccupation of American 
refugee and immigration officials, now 


the barrel at the Khao- 
I-Dang refugee camp, 
sources say. Once a 
sprawling settlement of 
more than 120,000, 
Khao-I-Dang today 
houses only 32,000 re- 
gistered Cambodians, 
most of whom have 
been there for the past 
five years. A good 
number of these were 
once — willingly or 
otherwise — under 
Khmer Rouge control. 


from Australia, scarce- 
ly a dozen of the UN's 
159 member govern- 
ments contributed to 
the US$3 million total 
pledged at the donor 
conference. The largest 
contributor, with a 
US$2.5 million pledge, 
was the United States. 
Other donations includ- 
ed: the European Com- 
munitys US$232,872 
for Unbro and 





the report, Kunugi said the rice supply 
is sufficient to feed the refugees until 
the end of the year. But other com- 
modities, as well as cash, are in- 
adequate to carry the programme 
beyond 30 June, he said. For the last six 
months of 1985, Unbro is in "urgent 
need" of US$2 million worth of such 


food items as vegetable oil, fish and | 


beans, the report added. 

Assuming that the food require- 
ments are met, Unbro still will need 
US$8 million in cash to meet routine 
operational costs for the year. That fig- 
ure does not include the estimated 
US$5 million cost of improving new 
evacuation sites and rebuilding en- 
campments shattered by the border 
fighting. 

Prospects of meeting the US$15 mil- 
lion cash-and-kind goal are dim. Aside 
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US$378,431 for ICRC; 
Britain's £400,000 (US$418,347); New 
Zealand's US$43,950; South Korea's 
US$20,000, and Singapore's and In- 
donesia's US$10,000 each. 


K unugi reported that a critical short- 


age of clean water has become 


"one of the most difficult problems 
confronting Unbro” since the 
evacuated Khmers lost access to the 
wells, reservoirs and streams that sup- 
plied their previous encampments. 
Now, all water has to be brought in by 
Unbro's fleet of 112 hired tanker 
trucks, expanded from a normal 30- 
truck fleet. 

Contaminated drinking water has 
resulted in an upsurge in diarrhoeal 
diseases which — along with malnutri- 
tion-related infections has in- 
creased the child death rate, particu- 








| people and didn't suffer much,' 
| source said, adding: "The assumption 


| cal elements of their history 





At least 12,000, and possibly up to 
16,000, refugees will have been re- 
jected for resettlement by the Ameri- 
cans when they complete their screen- 
ing process sometime in June. Crities 
contend that in a lot of cases this is be- 
cause of suspected Khmer Rouge affili- 
ations — a suspicion derived from a 
series of controversial “warning flags” 


residence in so-called liberation zones 
during 1970-75 to working in post-war 
Phnom Penh. “What is very unfair is 
that people are being rejected because 
they are former [Khmer Rouge] base 
one 


being drawn from that is they must 
have had Khmer Rouge connections.” 

US officials insist that in most cases, 
Cambodians are passed over because 
they do not meet refugee status as pre- 
scribed in Clause 42a, Section 101 of 
the Immigration and Naturalisation 
Act, and not because of Clause 42b 
which denies resettlement to anyone 
who have taken part in the persecution 
of others. “The evidence we have to 
deal with is zilch,” commented one 


| senior official. “But there are very few 


cases where we know for certain some- 
one is former Khmer Rouge our 
problem is with people who do not or 
will not answer questions about criti- 
And the 
burden of proof does lie with the appli- 
cant." п 


larly among those less than a year old. 

The report notes that thefe have 
been no major epidemics but it express- 
es “particular concern” about re- 
spiratory diseases resulting from lack 
of shelter and a less than hygienic envi- 
ronment. 

Kunugi expressed thinly veiled 
exasperation at the threatened rise in 
“uncoordinated activities” by well 
meaning but often inept voluntary 
agencies. The international publicity 
given to the devastating Vietnamese 


| military campaign has captured the at- 


tention of assorted religious and lay 
service organisations operating in the 
fields of medicine, education, voca- 
tional training and social welfare. 

“The prospective proliferation of 
these activities may be expected to give 
rise to duplication and in some cases 
conflicts of interest through activities 
in which the advice or authorisation of 
Unbro is not sought,” Kunugi warned, 
adding: “Competition between volun- 
tary agencies attempting to provide 
the same services to the same popula- 
tion can be expected to develop, as 
during 1980." 

He suggested that such misguided 
activities interfere with the operation 
whereby, under an agreement between 
the Thai Government and Unbro, only 
one voluntary agency is authorised to 
provide specified services for each sec- 
tor or discipline in each encampment. 
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The political and economic importance of farmers' groups 
is reflected in hotly contested local-level elections 








By Саг! Goldstein in Taipei 


four-month round of hotly con- 

"A tested elections for leadership 
posts in Taiwan's local-level farmers’ 
associations is nearing completion. 
The associations play a key role in the 


E island's economic and political life at 


the grassroots. 
Fierce factional struggles have bro- 


- ken out in many localities over control 


of the associations. At stake are not 


5 only important jobs, but also the abi- 


lity to influence the balloting for pro- 
vincial assemblymen, county chiefs 


_ and mayors in November. 


Taipei's newly strengthened penal- 
ties against vote fraud and its six- 
month-old crackdown against under- 
world gangs are credited with an appa- 
rent reduction in the level of violence 
used by some local groups to win the 
association elections. 

But observers say vote-buying ap- 
pears to have increased, with prices 
ranging from NT$2,000 (US$50) to 
NT$15,000 for votes for farmers’ rep- 
resentatives, the first step in the elec- 
toral process, and going up to 
NT$100,000 or more for votes to the as- 
sociations’ board of directors, who are 
chosen by the newly elected represen- 
tatives. 

In some ways the farmers’ associa- 
tion elections are more important to 
the more than 1.3 million members and 
their families than elections for na- 
tional-level bodies such as the Legisla- 
tive Yuan or National Assembly. Each 
township association has a credit de- 
partment which provides full banking 
services, not only for regular members 
but also for associate members, who 
are usually local professional or busi- 
ness people. The associations’ credit 
departments control deposits of 
NT$230 billion. 

In addition, the associations help 
purchase fertiliser and seed, handle 
the marketing and storage of crops, 
and even collect in-kind taxes from 
members. Special government cash as- 
sistance is also to be alloted by the as- 
sociation, such as a programme to al- 
leviate the rural labour shortage by en- 
couraging young farmers to stay on the 
farms. 

Thus, the positions of general man- 
ager and chairman of the board of di- 
rectors carry tremendous political and 
economic authority in the community. 
Since the general manager's post is a 
paid full-time one, while board mem- 
bers and farmers' representatives are 
unpaid part-time positions, the gen- 
eral manager tends to be the key figure. 

Sometimes a top position in the 




























dates favoured by the general man 





ager. 

With such high stakes, the farmers' 
association elections have tradition- 
ally been the breeding ground for con- 
flict among local factions. Taiwan's 
newspapers have been full of accounts 
of struggles in villages and small towns 
all over the island since 
balloting for farmers’ 
representatives began 
on 15 February. In- 
terior Ministry offi- 
cials say that so far 
28 cases:of suspected 
abuse are under active 
investigation. 

Taichung county, in 
central Taiwan, has 
been the scene of 
numerous distur- 
bances. On 13 February 
the acting general 
manager of Hsin-she 
township, a member of 
one of two major fac- 
tions called the *reds" 
and the "blacks," was 
beaten almost to death 
by two masked men. 
His supporters said the 
purpose of the attack 
was to prevent him 
from being on hand at 
the upcoming vote. 





association can be a 


farmers' 
springboard for higher political office. 
For example, Tsai Hung-wen, a former 
speaker of the provincial assembly, 


began his political career as a 
Taichung county farmers' association 
general manager. He is now on the rul- 
ing Kuomintang (KMT) central com- 
mittee and is an adviser to the presi- 
dential palace. 


Ithough the KMT has no official 

role in either the elections or the 
management of the farmers' associa- 
tions, in fact the party plays an impor- 
tant role in both. Candidates for gen- 
eral manager will almost always be 
party members. Because candidates 
must be approved by variotis govern- 
ment committees, the KM able to 
influence the selection process. 

This helps the party keep its unchal- 
lenged position in the rural areas. Al- 
though opposition politicians have 
achieved significant influence in many 
of Taiwan's cities and national repre- 
sentative bodies, they are not a major 
factor in most parts of the countryside. 

"When it comes time for elections to 
local governmental posts such as 
township and county chiefs, or the pro- 
vincial assembly, the association 
leadership has a powerful influence on 
the members' political behaviour," 
said a university agricultural special- 
ist who works with farmers' associa- 
tions throughout Taiwan. He and other 
observers said that despite regulations 


Factional struggles 
in Tatu township, also in Taichung, led 
to the suspension of voting when it was 
discovered that unregistered individu- 
als were being allowed to vote. Police 
seized the suspect ballot boxes and took 
them under heavy guard to await the 
outcome of investigations into the al- 
leged vote fraud. Suspected cases of 
vote-buying have taken place in Pan- 
chiao, a suburb of Taipei, Changhua 
and Ilan. 

In other areas, the selection of the 
general manager has led to much ac- 
rimony. In one Kaohsiung county 
township, the provincial government's 
Department of Agriculture and Fores- 
try, which must vet all candidates, re- 
fused to approve the incumbent Yen 
Cheng-nan, even though the depart- 
ment's own evaluation committee had 
givén him a high rating. He also had 
the support of two-thirds of his 
township's newly elected board of di- 
rectors. Some press reports said Yen 
was reputed to have gang connections, 
but his supporters claimed the provin- 
cial government wanted to help 
another candidate. 

On 21 April two busloads of Yen's 
supporters arrived in Taipei at the of- 
fices of the Interior Ministry to de- 
mand satisfaction and threatened to 
come back with 100 buses if Yen was 
not allowed to stand for election. 

The farmers' associations were ori- 
ginally set up by the Japanese during 
their 50-year rule in Taiwan, which 
ended in 1945. п 
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Zia steps off centre stage — at least for the moment 


Politics of transition 


By Husain Haqqani in Islamabad 
Ithough no one knows exactly 
Ac martial law will be lifted, 
there is growing optimism in 


Pakistan that the days of direct mili- 
tary rule are numbered. Even the 


hardline opposition politicians who | 


spearheaded a campaign for the 
boycott of the 25 February general 
election concede privately that newly 
elected parliamentarians might suc- 
ceed in securing the end of martial law, 
though the politicians remain sceptical 
about a return to genuine democracy. 
Supporters of President Zia-ul Haq 
and Prime Minister Muhammad Khan 
Junejo, on the other hand, maintain 
that democracy will not come over- 
night and that unless the slow process 
of building political institutions is ini- 
tiated, the country will continue its 
previous pattern of alternating be- 
tween civilian and military rule. “Mili- 


tary regimes don't just hand over | 


[power] to civilians and go away," re- 
marked a retired Pakistani general 
who once served as a minister under 
Zia. The general added: "Whenever 
they do, the slightest failure of politi- 
cians invites fresh intervention. The 
only reasonable course is a gradual re- 
turn to democracy, with sharing of 
power between the military and politi- 
cians in transition." 

The government is trying hard these 
days to prove this is exactly what is 
happening in Pakistan. Junejo and his 
cabinet are being given more promi- 
nence as Zia and the generals with- 
draw from public view. The prime 
minister is slowly asserting himself, 
particularly over government appoint- 
ments, and military men are being re- 
placed with civilians. 

Ministers and members of the na- 
tional assembly, the lower house of 
Pakistan's bi-cameral parliament, are 


as vocal as the opposition about the | 
need to end martial law, at least in the | 


media. Although dependent on Zia and 
the military, the civilians in govern- 
ment want to be independent of them 
and this is not limited to appearances 
alone. Sources close to the prime 
minister told the REVIEW that Junejo 
recently refused to sign an ordinance 
on Islamic banking on grounds that 
there was no justification for legisla- 
tion by decree when the parliament is 
scheduled to meet for its budget ses- 
sion in late May. Despite a personal 
commitment to promulgate the Islamic 
banking order, Zia conceded the 
prime minister's point, and the law 

















will now wait until parliament meets. 

It is not all smooth sailing, however, 
and there is enough evidence of the 
military's overriding influence to fuel 
opposition suspicions. About the same 
time Zia's close confidant, Lieut-Gen. 
Mujibur Rehman, relinquished charge 
as permanent secretary of the Informa- 
tion Ministry, in a move symbolising 





an end to military control, Maj.-Gen. 
Nek Muhammad was quietly ap- 
pointed director of the Intelligence 
Bureau — a civilian post traditionally 
held by police officers. 

The appointment was seen by some 
as an indication, as an opposition 
leader put it, "that the president and 
his military colleagues are in charge, 
and the so-called civilian gov- 
ernment will only play a limited 
role." 

Zia's reluctance to end mar- 
tial law immediately is moti- 
vated by two considerations. 
First is the potential of the 
11-party opposition Movement 
for Restoration of Democracy 
(MRD) to create disturbances 
once the restrictions of martial 
law and accompanying sum- 
mary trial and punishment pro- 
cedures are removed. Secondly, 
the sudden erosion of power 
now enjoyed by the military 
would likely create discontent 
among officers which could 
then become a destabilising 
factor in domestic politics. 


hile opposition agita- 
tion could probably be 
countered with measures 


under preventive-detention 
and press-censorship laws, re- 
tained from the British colonial 
period and strengthened under 
the regimes of Ayub Khan and 





1" his modest office at the presi- 
dency in Rawalpindi, President 
Zia-ul Hag receives a stream of visit- 
ors almost every day. Although he has 
always been more accessible than 
most rulers, the Pakistani president 
is even more accessible these days, 
say his aides, because he has more 
time at his disposal. 

Zia reportedly points towards his 
clear desk and proudly tells visitors 
he has less files to read since Prime 
Minister Muhammad Khan Junejo 
gets to see most of them. The desk at 
the presidency office certainly has 
less paperwork than the cluttered of- 
fice at the chief martial-law adminis- 
trator's secretariat, which Zia re- 
cently vacated for Junejo. 


GOLF OR TENNIS, ANYONE? 


Down the road from the presi- 
dency, at Army House — the official 
residence of the chief of the army 
staff, which has been Zia's home for 
the past 10 years — domestic servants 
have been instructed to keep the pre- 
sident's golf clubs and tennis rac- 
quets ready. Zia intends to resume his 
sporting pastimes soon, and friends 
have been asked to suggest books he 
might like to read in his spare time. 

“I am now constitutional head of 
state and that is exactly what I intend 
to be," Zia told the REVIEW recently. 
"Eight years is a long time to have run 
the affairs of the country, and now 
the prime minister and his cabinet 
will perform executive functions 
while I watch," he said. 
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Zulfikar Ali Bhutto, it would be more 
difficult to satisfy the army's taste for 
power under a fully civilian set-up. 
During the past eight years, military 
men have held positions ranging from 
civil-service jobs to management of 
public-sector corporations, and not all 
of them would willingly return to the 
barracks. Chances are, Zia will retire 
most senior army officers in civilian 
positions from their military ranks, 
creating promotion opportunities for 
junior Officers. The newly promoted 
generals and colonels are not as likely 
to suffer from the same feeling of loss 
as those who have effectively run the 
country in recent years. 

But Zia’s likely successor as army 
chief, Gen. Khalid Mahmud 
Arif, who is credited with 
coming up with the promo- 
tion scheme for junior offi- 
cers, will need time to phase 
out senior officers previous- 
ly seconded to civilian posi- 
tions and to promote junior 
ones to their ranks. A high- 
ranking military source said 
Arif has already declared his 
intention. not to extend the 
service tenures of any officers 
due for retirement but “the 
officers are lobbying to stay 
on because no one likes losing 
cushy jobs." 

Despite the cynicism of MRD 
leaders and the intelligentsia 
about power-sharing arrange- 
ments, the general mood of 
the country is to give it a 
chance. Almost everyone seems 
to agree that MPs were elected 
in relatively honest elections 
in February, and there is no 
question about the MPs having 
a popular mandate (REVIEW, 
7 Mar.). 





Cabinet ministers and government 
officials confirm that the president is 
taking a back seat. Even in matters 

where the president is believed to 
"have made the final decision, the 
prime minister communicated them 
to concerned officials to establish his 
authority. Zia has turned down invi- 
tations to several public functions, 
letting Junejo preside over them in- 
stead, and last month the president's 
monthly briefing for newspaper 
editors was replaced by the prime 
minister's briefing. 


Weis part of the handing over is 


probably symbolic, Zia is clearly | 


making an effort to boost the prime 
minister's image. “I have certain con- 
stitutional functions and certain re- 
 sponsibilities which I will certainly 
fulfil," he said, adding he had no in- 
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| | Opposition leaders have a different 
| explanation of why people voted in de- 
fiance of their boycott appeals, but 
they too are not inclined to confront 
parliament just yet. In a recent meeting 
of the MRD at Karachi, held without 
government interference, the alliance 
| repeated its stance on the illegality of 
martial law and elections held under it 
but stopped short of condemning the 
elected assembly. Ghulam Mustafa 
Jatoi, leader of the banned Pakistan 
People's Party, was later reported as 
| saying the alliance was ready "to wait 
and see until 14 August" before decid- 
| ing whether it should confront Junejo 

and parliament. Pakistan's indepen- 

dence day falls on 14 August and this is 











tention of interfering with the normal 
functioning of parliament or the 
cabinet. 

Critics say it is premature to say 
whether Zia really intends to sit back 
and play golf, adding that the claims 
may be designed to make his political 
programme more credible. Some say 
it would be impossible for Zia to let 
go of power after exercising it with- 
out restraints for eight years. But as 
Zia-ul Islam Ansari, editor of the 
daily newspaper Mashriq, pointed 
out: "Zia retains constitutional pow- 
ers and he can use them at his discre- 
tion. The success of the prime minis- 
ter is a greater success for Zia be- 
cause it will be the result of the sys- 
tem developed by the president. He 
could go down in history as the mili- 
tary ruler who laid the foundations of 
democracy." — HUSAIN HAQQANI 








the date martial law is most likely to be 
formally lifted. 

Although hostility to martial law is 
fairly universal, the general election 
and Junejo's assumption of office has 
divided the opposition and the intel- 
ligentsia into two broad categories 
legalists and pragmatists. The legalists 
refuse to accept any solution or deve- 
lopment not based on the origina! 1973 
constitution and argue that because of 
the extra-constitutional nature of 
martial law, elections and political in- 
stitutions organised by the military 
have no legal basis 

"Ours is a principled position," as- 
serted opposition leader Asghar Khan, 
who champions the legalist cause. 
"The only way out of the political 
deadlock is to reject martial law com- 
pletely as well as its ereations and in- 
struments, and hold elections under 
the unamended constitution." Asghar 
also advocates an interim MRD gov- 


| ernment to take over from the military 
| and hold elections — 


a solution itself 


outside constitutional provisions 

upporters of the constitutional 
© hardline say no real change can 

come about with the military's 
participation and the new parliament 
will soon be proven powerless. Econo- 
mic and foreign-policy pressures, they 
say, will weaken the administration in 
the near future and that will be the 
time to force new elections and a resto- 
ration of the constitution. Few politi- 
cians address themselves to the ques- 
tion of how they expect the military to 
relinquish power in the face of agita- 
tion — except in the unlikely event of a 
revolution 

In previous agitations, the existing 
government was removed through 
armed forces intervention. A success- 
ful agitation in the near future could 
force Zia and Junejo out, but the mili- 
tary would remain in charge 

The pragmatists' position is articu- 
lated mainly by elected politicians. In- 
stead of creating cireumstances for the 
continuation of martial law, albeit 
under a new set of military leaders 
which they see as the inevitable result 
of confrontation, MPs are prepared to 
work with the government. “Polities is 
an ongoing process," said Javed 
Hashmi, a former student leader and 
now an MP. "It is impossible to deny 
existing realities," he continued, “and 
insist on starting from where things 
were eight years ago." 

Although they acknowledge Zia's 
lack of credibility on account of his re- 
peated postponement of elections — he 
had first promised elections within 90 
days of assuming power in July 1977 
and several changes in political rules, 
moderate politicians say there is no al- 
ternative to going along with his plans 
and slowly securing concessions. The 
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ment of MRD leaders since Junejo's 
appointment as prime minister are 
seen as gains of this approach. 

"Give us time and there will be more 
liberalisation," Justice Minister Iqbal 
Ahmad Khan said in an interview. *We 
are elected representatives of the peo- 
ple, and we are all political workers. 
Democracy is dear to us, but if ideal 
conditions can't be created im- 
mediately there is no reason to give up 
evolutionary measures.” 

Just as the elected politicians have 
restrained their demands for democ- 
ratisation, Zia too is encouraging 
Junejo and his cabinet to assert them- 
selves. Having kept the lid on dissent 
for eight years on the promise of an 
eventual return to democracy, the pre- 
sident will find it difficult to preserve 
his civilian support base if there is no 
obvious change in government. The fail- 
ure of the MRD to mobilise the masses 
until now is attributable to the pros- 






If they fail 














to deliver on these prom- 
ises, the MRD's appeal will certainly 
expand and the political stalemate will 
continue. "Elections were the best 
means of breaking the stalemate, and 
both Zia and parliament have a vested 
interest in helping each other,” 
Muhammad Salahuddin, editor of the 
Islamic weekly Takbeer argued. *Hav- 
ing raised the people's hopes about a 
gradual return to democracy, they 
can't turn around and refuse to fulfil 
promises without serious conse- 
quences. People have accepted the ar- 
gument that we shouldn't run [towards 
democracy] without learning to walk, 
but we can't postpone walking any 
longer." 


major test of the relationship be- 
Av Zia and elected politicians 
will come when, after the national 
assembly's budget session in May, the 
future of political parties is discussed. 
Most politicians in the non-party as- 












val of political par- 
Zia has opposed on 
grounds that a division into contenti- 
ous groups is un-Islamic. Apparently, 
the president is now preparing to alter 
his position somewhat, and political 
parties will probably be restored with 
conditions of minimum representation 
in parliament and regulations govern- 
ing registration and funding. 

Although the national assembly 
gave a unanimous vote of confidence to 
Junejo, an opposition will probably 
emerge in the assembly, particularly 
after cabinet formation is completed 
and some aspirants for ministerial ap- 
pointments have been left out. Some 
MPs have already declared their inten- 
tion to play a “conscience-of-the- 
house” role, and if the parliamentary 
experiment succeeds they could take 
over the mantle of opposition from 
politicians outside parliament. 

The success of the elections and the 
semblance of democratic rule has in- 
creased Pakistan's stock with its West- 
ern allies, particularly Washington. 














The opposition re-groups 
after a loss of prestige 


he 11-party opposition Movement 

for Restoration of Democracy 
(MRD) has decided to create a perma- 
nent organisational structure for the 
alliance in preparation for its next 
round of confrontation with the gov- 
ernment. 

The alliance suffered a loss of pre- 


stige when voters ignored its appeals to | 


boycott the 25 February general elec- 
tion, held under martial law, and many 
MRD supporters now question the wis- 
dom of the boycott decision. Opposi- 
tion politicians, most of whom were in 
detention during the elections, had ex- 
pected a low turnout similar to that of 
President Zia-ul Haq's 19 December 
referendum, which they could have 
claimed as their victory even if it was 
more the result of voter apathy. 


The high general-election turnout, | 


however, was interpreted by MRD 
leaders as a vote against martial law. 
“People wanted to show their disgust 
over martial law, which they did by 
voting out ministers and government 
supporters," said alliance convenor 
Mir Ghous Bux Bizenjo. 

But the election and the recent 
euphoria over the induction of a large- 
ly civilian government may indicate a 
loss of voter faith in the MRD's stra- 
tegy, if not its programme. Although 
political parties are still officially ban- 
ned under martial law, most opposi- 
tion leaders have been released and are 


. freely moving around the country, 


holding political meetings. 
The message at most of these meet- 





ings is the same: there can be no com- 
promise with Zia or the military; 
elected politicians will eventually fail 
in their attempts to take the middle 
road, and restoration of the 1973 con- 
stitution in its original 
form is a precondition 
for reviving democracy. 

While the media is 
giving greater coverage 
to the opposition, atten- 
dance at its meetings is 
neither large nor en- 
thusiastic. MRD leaders 
say they are waiting to 
see what, if anything, is 
accomplished by the 
elected politicians. “We 
are using this time to or- 


Bizenjo: the people's verdict. 





who say the group only has limited po- 
tential to disrupt normal life. 

Of the MRD's 11 parties only one — 
Bhutto's Pakistan People's Party (PPP) 
— has a popular base, the rest being 
minor factions centred on big-name 
politicians. Most PPP leaders, includ- 
ing acting chairman Benazir Bhutto, 
Bhutto's daughter, are in exile and are, 
to some extent, out of touch with the 
domestic situation. Benazir recently 
annoyed several party followers by ap- 
pointing retired general 


Tikka Khan as the 
party's secretary-gen- 
eral because Tikka 


earned a reputation for 
brutality during 1971 
in East Bengal, preced- 
ing the war in Bangla- 
desh. 

Critics also object to 
the procedure of party 
appointments in the 
PPP, which has not held 
elections for party of- 








ganise and prepare for 
the moment when it will be necessary 
to exert pressure and mobilise the mass- 
es," MRD assistant secretary Arshad 
Chaudhury said in an interview. He 
added: “We are aware of the possibility 
of another martial law as a conse- 
quence of public protests, but we know 
whoever comes to power as a result of 
mass uprising cannot ignore the peo- 
ple's demand. [Former prime minister 
Zulfikar Ali] Bhutto's opponents 
raised the slogan of Islam in 1977, and 
Zia exploited it for eight years. If he is 
overthrown through a movement de- 
manding elections under the original 
constitution, his successor will at least 
have to give the elections.” 

The MRD's ability to organise mass 
protests is questioned by its critics, 





fices since 1969. “It is 
ironic that the party which appoints 
rather than elects its own officials 
and which is, in effect, run by one 
family champions the cause of free and 
fair elections in the country,” observed 
columnist Mujibur Rehman Shami, a 
staunch opponent of the PPP. 


pee MRD's efforts to reorganise it- 
self suffered another set-back re- 
cently when some exiled opposition 
leaders issued a statement calling for 
basic changes in Pakistan's constitution. 
The leaders, including Baluch separa- 
tists Khair Bux Marri and Ataullah 
Mengal, as well as PPP leaders Mum- 
taz Bhutto (Benazir's uncle) and Hafiz 
Pirzada, called for a confederacy ar- 
rangement, giving all powers to the 
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..With increasing Soviet pressure 
along the Afghan border, Pakistan 
needs Western assistance more than 
ever, but Zia's image as an authorita- 
rian ruler has been a major hindrance 
in foreign relations. Pakistani opposi- 
tionists criticise the US for supporting 
Zia, and there is a growing tendency 
among MRD leaders to oppose the gov- 
ernment's Afghanistan policy to dis- 
suade the US from backing Zia. 

Several opposition leaders recently 


provinces and leaving only limited 
functions with Islamabad. 

The confederation demand outraged 
even supporters of greater provincial 
autonomy and was particularly irritat- 
ing to the country's largest province, 
Punjab, against the influence of which 
it was clearly aimed. It was sympathe- 
tically received by Baluch leader 
Bizenjo and Pathan nationalist Wali 
Khan, chief of the pro-Soviet National 
Democratic Party, who claimed it was 
only a reaction to military rule as most 
officers of the Pakistan Army come 
from Punjab. 

The MRD leadership hopes that eco- 
nomic decline will undo Prime Minis- 
ter Muhammad Khan Junejo, after 
which they see the people turning to- 
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Karmal regime 
which Pakistan does not recognise, 
and better relations with the Soviet 
Union. A Western diplomat said: “The 
opposition is trying to say, ‘If the US 
doesn’t force Zia down, we will make 
friends with the Russians.’ It is an easy 
position to take because they know 
they are not coming into power yet and 
will not have to implement a pro- 


Soviet policy either. While US support | 


is important for the govern- 


hung Bhutto [in 1979] before 
the Americans rushed in with 


invasion [of Afghanistan]. " 
Observers say the opposi- 
tion tactics could backfire, 
forcing the US and its West- 
ern allies into backing the 
staunchly anti-Soviet gov- 
ernment more actively 


tion. 


wards the opposition. "New 
faces might succeed in show 
business, but in politics es- 
tablished leaders always 
have the edge," Chaudhury 
said. 

*When people realise they 
have no participation in de- 
cision-making and elected 
officials are mere tools of the 
military, our stand will have 
been vindicated. We are not 
in a hurry, but when demo- 
cracy comes, we want it to be 
real." 

PPP sources say Benazir 
will return to the country 
when "the conditions are 
right," and the charisma of 
the Bhutto name is expected 


altogether. Few are willing 
to address themselves to the 
question of what will hap- 
pen if the external factors 
expected to cause the 
downfall of the government 
fail to materialise. 

Already working against heavy 
odds, the extra-parliamentary opposi- 


tion will face a new challenge once an | 


opposition has been established inside 
the elected national assembly, the 
lower house of the bi-cameral parlia- 
ment. The younger members of the 
elected opposition will receive govern- 
ment encouragement, and their pre- 
sence could result in diminishing the 
significance of established opposition 
leaders — most of whom are in their 
60s. Veteran democracy campaigner 
Nasarullah Khan, 70, says the prospect 
of failure does not bother him. “It is 
important to stand up for principles, 
and we are proud to be doing so," he 
said. — HUSAIN HAQQANI 
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ment, it can probably survive | 
without it. Don't forget, Zia | 


assistance after the Soviet | 


against a pro-Soviet opposi- | 


to change the political scene | 





| quietly takes 


а back seat 


slamisation, once the main plank of 

President Zia-ul Haq's platform, 
seems to be of secondary importance 
for most elected members of Prime 
Minister Muhammad Khan Junejo's 
government. Junejo and some of his 
| ministers have appeared at public 
functions in Western-style suits and 
ties in a gesture symbolising a shift 
| away from Islamic fundamentalism. 
| Islam features less prominently in 

policy statements of the prime minis- 

ter, and Finance Minister Mahbubul 
| Haq did not even mention Islamisation 
as an objective while announcing out- 
lines of future economic policy. Only 
last year, the elimination of interest 
from banking was the cornerstone of 
economic policy, and Islamic legisla- 
tion covering various other areas was 
under preparation 

While most elected politicians are 
moderate conservatives paying lip ser- 
vice to Islam, their priorities are obvi- 
ously different. Committed Islamists 
in parliament are few in number and 
there are none in government. As а sec- 
ular member of the National Assembly, 
the lower house of Pakistan's bi-cam- 
eral parliament, pointed out, Islam 
was Zia's only rallying cry so.he had to 
be seen taking substantive measures 
on Islamisation. Elected politicians 
| have different political bases and 
| therefore are concerned with different 
issues, so Islam is not necessarily their 
focus of attention. But most of the 
elected politicians also realise that the 
retreat from Islamisation cannot betoo 
| fast or the backlash from Islamic 
forces could succeed in weakening the 
new system of government 

The government will probably slow 
down Islamisation and new Islamic 
measures are likely to be postponed in- 
definitely, but it is unlikely that steps 
already taken would be withdrawn. Is- 
lamic forces are already preparing to 
fight back the re-assertion of secular 
tendencies. When opposition leader 
Asghar Khan suggested complete sep- 
aration of religion and state recently, 
he was condemned from the pulpit 
across the country. Asghar first tried to 
| explain his position by saying he was 
| opposed to theocracy rather than the 
| Islamic ideology itself, but he later 
withdrew from the debate altogether. 

The well-organised Islamic party 
| Jamaat-e-Islami, which failed to se- 
cure many seats in parliament, has de- 
cided to play the role of opposition to 
| the new government. The party has 11 
seats in the 237-member national as- 
sembly and is nominally represented in 
the senate as well as in all provincial 
assemblies, but its real strength is out- 
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side parliament where its well or- | that he pays too much [44 


ganised cadres are feared by political 
rivals. 

The jamaat has been a crucial sup- 
porter of Zia during the past eight 
years, and its leaders are now touring 
the country building support for con- 
tinued Islamisation after the removal 
of martial law. Students affiliated 
with the jamaat forcibly prevented 
leftwing students from holding a con- 
vention at Peshawar University in late 
April, and party secretary-general 
Wazi Hussain Ahmed declared that the 
jamaat would not allow “secularists 
and communists to pollute the atmos- 
phere with activities against the ideol- 
ogy of Pakistan." 

The jamaat and its allies have an- 
nounced their intention to present a 
bill to parliament making shariah, Is- 
lamic law, the supreme law of the 
country — a move difficult to oppose 
for most Muslim parliamentarians. 

Zia personally remains popular 
among Islamists and could be the arbi- 
ter in any crisis generated by Islamic 
fundamentalists. Although Junejo is 
also a personally religious man, Zia is 
considered closer to the Islamic politi- 
cal position, despite criticism over his 
tolerance of “anti-Islamic elements." 

A former minister in Zia's previous 
cabinet, considered personally respon- 
sible for several Islamic measures, told 
the REVIEW: "The president does not 
want to go very fast with Islamisation, 
but there is no doubt about his com- 
mitment to the process. His problem is 


resident Zia-ul Haq's amend- 

ments to Pakistan's 1973 consti- 
tution form the basis of a parliamen- 
tary system with extraordinary pre- 
sidential powers. Described by oppo- 
nents as "the constitution of 1985," 
Zia's amended constitution is the 
latest in a series of constitutional ex- 
periments since independence, the 
longest of which lasted only six years. 

The country's constitutions have 
suffered through interference by the 
military and the bureaucracy, and 
compromises for short-term gains by 
politicians. The latest version also 
shares the common shortcoming of 
the others — a lack of sufficient in- 
stitutional checks on the power of the 
executive. 

Given independence as a dominion 
in 1947, Pakistan laid down a basic 
law which was an amended version of 
Britain's 1935 Government of India 
Act. In 1954, a republican constitu- 
tion was prepared by Pakistan's con- 
stituent assembly, but before its for- 
mal adoption the assembly was arbit- 
rarily dissolved by then governor- 
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attention to what 
others think and does 
not deal firmly with 
bureaucrats holding 
up Islamisation. Now 
with ^ parliamentary 
pressures and more 
complex decision- 
making in the absence 
of arbitrary powers, 
Islamisation will prob- 
ably suffer a tempor- 
ary setback." 


S ecular critics of Zia 
accuse him of mani- 
pulating Islamists for 
his own survival and 
attribute the with- 
drawal froma hardline 
Islamic position to a 
changed political situ- 
ation. As one critic 
put it: “The govern- 


ment does not need 
the Islamists апу 
more.” 


When Zia assumed power, the major 
challenge facing his regime was to 
pacify the upheaval in society caused 
during late prime minister Zulfikar Ali 
Bhutto's five-year rule, which ended in 
1977. Islamic social values had suf- 
fered from Bhutto's Westernising 
policies, while the economy was in dis- 
array due to his half-hearted social- 
ism. The opposition campaign which 
brought down Bhutto's government, 


The ‘Constitution of 1985’: 
more power to the president 


general Ghulam Muhammad — a 
former civil servant elevated to vice- 
regal office. A new constituent as- 
sembly adopted the 1956 constitu- 
tion, which was abrogated two years 
later with the imposition of martial 
law. Field Marshal Ayub Khan intro- 
duced a presidential form of govern- 
ment in 1962, with a system of indi- 
rect elections, which lasted until 
massive demonstrations and riots led 
to a coup in 1969, bringing to power 
Gen. Yahya Khan. { 

In 1970 the country’s first general 
election was held, and a year later 
East Pakistan broke away to become 
Bangladesh. A constitution was ham- 
mered out for what remained of 
Pakistan in 1973 which concentrated 
all power in the office of the prime 
minister, then held by Zulfikar Ali 
Bhutto. 

In 1977, when the opposition re- 
fused to accept the result of a general 
election because of alleged vote rig- 
ging by the ruling party, the concen- 
tration of power in the Prime Minis- 
ter's Office prevented a constitu- 











` Pakistan People's 
Party (PPP), focused 
on Islam as a rallying 
cry for anti-Bhutto, 
anti-Westernisation 
forces, and it was logi- 
cal for Zia to make it 
his manifesto in the 
post-Bhutto years. 
“During the past eight 
years, Zia has gov- 
erned on an ad-hoc 
basis, putting off 
rather than solving 
problems," a professor 
at Islamabad’s Quaid- 
e-Azam University 
suggested, adding: 
"The only grand de- 
sign in this ad-hocism 
was to appeal to anti- 
PPP forces, and Islam 
was a tactical device 
for this purpose." 

The president was 
helped in this by; his 
own religious image 

and by the fact that more people op- 
posed Bhutto than supported him. A 
recent public-opinion poll by. the 
Pakistan Institute of Public Opinion 
shows, though the PPP is still the 
largest political party in the country, 
the number of those who dislike the 
party is twice that of its supporters. 
The 25 February general election 
has, tosome extent, diminished the im- 
portance of the anti-PPP sentiment 


tional solution, paving the way for 
Zia's coup. Under Article 48 of the 
constitution, the president was disal- 
lowed even to sign documents with- 
out the prime minister's approval and 
had no say in calling fresh elections. 

Zia suspended parts of the con- 
stitution under martial law but did 
not abandon it altogether. The need 
to balance power between the head of 
state, the president, and the head of 
government, the prime minister, was 
the justification used by Zia for his 
set of constitutional amendments. 
The amendments strengthen the se- 
nate, the upper house in Pakistan's 
bi-cameral parliament, and. give 
courts the right to examine preven- 
tive detentions, but the president is 
given powers to dissolve parliament 
and appoint, dismiss or transfer Sup- 
reme Court judges. 


Angus relating to presiden- 
tial powers were borrowed large- 
ly from the 1956 Pakistani Constitu- 
tion and the 1950 Indian Constitu- 
tion, adopting those articles of the 
two documents which strengthen the 
gerente hand. But while they en- 

ance presidential powers considera- 
bly, experts say the constitution still 
sets out a parliamentary system of 
government and cannot be described 
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and the emphasis on Islam. A parlia- 
ment has been elected without the 
party, and Bhutto's family is in exile 
with little direct involvement in 
domestic politics. 

For most people acquiescing in mili- 
tary rule to keep the PPP out, the main 
objective of Zia’s administration has 
been achieved and the government 
now needs a new primary goal. Islami- 
sation, which was a means rather than 
an end, will be of lesser importance to 
the ruling elite now, though there will 
certainly be pressures to pursue it 
more vigorously. 

For the moment it seems Islam will 
have to accept a lesser role in the 
Pakistani Government until fun- 
damentalists mount a serious chal- 
lenge or the spectre of Bhuttoism re- 
unites the 1977 conservative coalition. 

The extent of Zia’s personal influ- 
ence will also be important because his 
own power base outside the military is 
restricted to Islamists, who see him as 
the first Pakistani ruler practising re- 
ligious tenets and devoted to Islamic 
values. While Islamisation may not be 
popular among urban intellectuals and 
Western-educated politicians, it con- 
tinues to appeal to the lower middle 
class and the rural population. In the 
absence of well-organised political 
parties, the country's network of 
mosques and Islamic clergy serve as an 
effective grassroots political organisa- 
tion whose support might be crucial 
for Zia and his parliament. 

— HUSAIN HAQQANI 


as a switch to a presiden- 
tial system. 

A. Western diplomat 
said: “The amended con- 
stitution gives Zia more 
powers, but no more than 
in many parliamentary 
democracies. People here 
pay too much attention to 
the letter of the constitu- 
tion, not realising that in 
constitutional matters the 
intention of rulers and the 
courage of legislatures 
and courts count more." 

Supporters of  Zia's 
amendments argue that 
the president has made a 
contribution towards the 
development of stable po- 
litical institutions by al- 
tering the original docu- 
ment without abrogating 
it. "We will probably 
change the constitution 
again once it is fully 
restored," said one MP, 
adding: "It is better to 
amend and alter than to scrap it alto- 
gether and start afresh. If amending 
and enforcing the constitution can be 
institutionalised through parliament 
and the courts, there will be more sta- 
bility and a better constitution." 
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Yahya: power through a coup. 





JUNEJO 


Elected institutions: a 


step towards democracy 


hen Muhammad Khan Junejo, 53, | 


assumed office as Pakistan's ninth 
prime minister after eight years of un- 
diluted military rule, critics claimed he 
would be nothing more than a front 
man for President Zia-ul Haq. Six 
weeks after winning a unanimous vote 
of confidence from the non-party Na- 
tional Assembly, parliament's lower 
house, he is slowly dispelling doubts by 
adopting an assertive posture and 
stressing his position as the elected 
chief executive. 


Junejo's rise to the prime minister- | 


ship is the culmination of a political 
career which began 30 years ago in 
local politics in his native Sanghar dis- 
trict of Sindh province. From the start 
a member of the centre-Right Pakistan 
Muslim League, he has held ministe- 


rial positions twice but has shied away 


from publicity most of the time. 


Junejo comes from a landowning 


family and shares with Zia an upbring- 
ing in which religious observance, mild 
manners, hospitality and humility fea- 
tured prominently. Behind the humil- 
ity, however, is a shrewd politician 
who knows his mind. 

In his first media interview since as- 
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However, until the lifting of mar- 
tial law, fundamental rights under 
the amended constitution remain 
suspended, and Zia retains the right 
to legislate by decree — though he has 
promised not to do so. —HUSAIN HAQQANI 








suming office, Junejo talked with the 
REVIEW's Islamabad correspondent 
Husain Haqqani, covering a wide 
range of subjects. Following are ex- 
cerpts from the interview 


It has been suggested that your govern- 
ment represents no substantive change 
after eight years of martial law. How 
do you see your role in restoring demo- 
cracy in Pakistan? 

After eight years of military rule, 
Pakistan has had general elections [23 
February]. Some people doubted whe- 
ther elections would be held at all, but 
we thought participation in the polls 
was the right way to deal with the situ- 
ation [created by martial law]. We ae- 
cepted the offer of elections even on à 
non-party basis because we did not 
want a conflict with the regime, and the 
people endorsed our position through 
massive participation in the polls. 
The opposition used all resources at 
their disposal, threatened the public to 
stay away from voting, but these tac- 
tics failed because a government 
elected by the vote of the people is the 
only means to real democracy 

I have now taken up the responsibil- 
ity of prime minister with all powers as 
chief executive, and this represents а 
transfer of power to elected represen- 
tatives of the people. The @stablish- 
ment of elected institutions is a step to- 
wards democracy 


Is there no conflict between your posi- 
tion as an elected representative and. 
the continuation of martial law? 

There is no conflict at all. We have a 
mandate from the people and we have 
the powers to implement it under the 
[amended] constitution. Martial law is 
not there because of choice, and we are 
working to end it 


When will martial law be lifted? How 
do you justify your participation in a 
political process controlled by the 
military? 

If you look at Pakistan's history, you 
will find that problems have never 
arisen in holding elections but always 
in their aftermath. In 1970, free and fair 
elections were held under martial law, 
but reluctance to hand over authority 
to elected representatives led to [the 
Bangladesh] crisis 

In the present case, elections have 
been held under martial law, but 
power has been transferred to elected 
representatives without hindrance. As 
for martial law, it is there because the 
bureaucracy and the people depend on 
it to provide protection against certain 
circumstances. We will see how long it 
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there 


can shoulder the атаа with- 
out the cover of martial law, it will be 


lifted. We need some time to build up 


the civilian government and às soon as 
I am confident that has been ac- 
complished, martial law will go. 


Do you see any role for the Movement 
for Restoration of Democracy (MRD) 
in your political plans? Do you intend 
to hold negotiations with them? 

I have read the MRD’s demands 
about lifting martial law, about re- 
vival of the constitu- 
tion, about restora- 
tion of democracy 
and they are within 
their rights to say all 
they please. 

But it is difficult 
for me to accept them 
as spokesmen for the 
Pakistani people be- 
cause it is we who 
have the people's 
mandate. An elected 
government deals 
with elected repre- 
sentatives, so how 
can I negotiate with 
the MRD, which has 
no mandate from the 
people? What scope is 
to talk and 
what is there to dis- 
cuss? 

The elected representatives have to 
formulate policies in accordance with 
their mandate and in the best interests 
of the country. [The extra-parliamen- 
tary opposition] are individual citi- 


- zens, that's all, and we respect them in 


that capacity. But they can't be placed 
at par with those who secured a popu- 
lar vote. 


- Do you not think the extra-parliamen- 


tary opposition retains the ability to 
make things difficult for your govern- 
ment? 

I don't think so. None of the mem- 
bers of parliament has ever shown 
sympathies with the boycott opposi- 
tion, and I believe the future political 
course of the country will be deter- 
mined in parliament rather than out- 
side. I am not impressed by threats of 
violence because I know people have 
full faith in the elected parliament. 


How about the restoration of political 
parties? 

A political system is usually evolved 
through political parties, and I have 
been a party man myself. But in all 
fairness, the elected national assembly 
comprises 237 members, all elected in 
their individual capacities on a non- 
party basis. 

They should have the right to deter- 
mine the future of political parties 
after a free debate. In 1962, [then presi- 
dent Field Marshal| Ayub Khan held 
non-party elections but later formed a 





Parliament in session: the right to rule. | 





dI joined the Darty Pe 
cause I am a politician — perhaps a 
born politician. I won't say parties 
won't be revived now, but Ishould.hear 
the opinion of the house first. It would 
be premature on my part to express 
personal views on the subject. 


What would you describe as the 
priorities of your government? 


We intend to pay attention to the 


rural areas where 75% of our popula- 
tion lives. I would also like to encour- 



















cussed ae I see no reason why I 
can't carry the house with me on this 
matter. 


What about opposition demands for 
direct talks with the Babrak Karmal 
regime in Kabul? 

The demand for direct talks is 
made without sufficient attention 
to its consequences. To enter into 
direct talks with the puppet regime 
in Kabul, which has no popular sup- 
port, would be to ex- 
tend de facto recog- 
nition to it. This 
would be against the 
collective position of 
the Organisation of 
Islamic Countries. 

Recognition of the 
Karmal regime would 
also subvert the de- 
mand for the with- 
drawal of foreign 
troops, which would 
in turn mean that 
the Afghan people's 
struggle against for- 
eign domination will 
continue, making it 
impossible* for re- 
fugees to return home 

. The problem of 
Afghanistan is not 


HUSAIN HAQQANI 





age industrialisation in small towns to 
ease the pressure of migration from 
large cities... while we will draw up a 
detailed agenda after parliament 
meets, let me say development is our 
first consideration. We want to make 
life better for the common man — not 
restricting our vision to elite pressure 
groups. 


What is the situation on Pakistan's 
borders? Do you feel Pakistan's exist- 
ing policy on Afghanistan should con- 
tinue and do you have parliament's 
support in your views? 

We are obviously concerned about 
foreign occupation of a neighbouring 
country and we feel a direct threat 
from continued violations [along the 
Afghan border]. As for Pakistan's po- 


licy on Afghanistan, what choice do we | 


have? Should we support a regime es- 
tablished against the wishes of its peo- 
ple with foreign intervention? 

We know we run the risk of in- 
creased [Soviet] pressures, and' in the 
last six to nine months the frequency of 
Afghan air and border attacks against 
Pakistan has increased. We have more 
than 3 million Afghan refugees, and 
they are still coming in. Against this 
situation, we want a comprehensive 
peaceful solution of the Afghan ques- 
tion, but [the Soviets] want to force us 
into accepting their terms. 

We can't do that, we won't do that. 
Over this there is no disagreement 
among us, and I don't see any change in 











one of direct or in- 
direct talks with the Kabul regime — 
it is the problem of how to bring 
about a withdrawal of foreign troops 
and to restore independence of the 
country. This can only be brought 
about by a negotiated political settle- 
ment. 


What are your views on demands for 
greater provincial autonomy and the 
establishment of a confederation to re- 
place the present federal arrangement? 
The demand for confederation is in- 
spired by a handful of people living 
outside the country and has no support 
at home. Pakistanis are satisfied with 
the existing [federal] system and have 
no sympathy for extremist demands. 


What is the future of Islamisation in 
the country? 

Pakistan's population is overwhelm- 
ingly Muslim, and the country was 
created for Islam. The vast majority of 
Pakistanis believes that the commands 
of God cover all aspects of life and that 
real justice can only be created 
through an Islamic system ... I know of 
cases of unusual delay in [Western] 
legal procedures and I think Islamisa- 
tion provides the basis for quicker jus- 
псе... [Zia] took up the task of Islami- 
sation with the resources of martial 
law at his command and these reforms 
provide us a plan. I feel if these plans 
are implemented properly, the lot of 
the common man will improve [under] 
Islamic principles. .u 
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* I WAS in quite a good mood as I 
clambered aboard a taxi to take me to 
Hongkong's Kaitak airport recently; 
after all, I was on my way to South 
Korea, and Seoul is refreshing in the 
springtime. The mood of pleasant 
anticipation survived paying off the 
taxi, plus HK$20 (more than 
US$2.50) for the there-and-back 
cross-harbour tunnel toll, and the 
reminder that Hongkong's Financial 
Secretary Sir John Bremridge has 
promised the tunnel company com- 
pensation for the loss of business in- 
curred by his toll tax (which would 
seem to justify wine merchants, 
cigarette vendors and car salesmen 
also claiming compensation for any 
fall-off in their business). 

But Kaitak itself was enough to de- 
stroy the mood. The American lady in 
front of mein the check-in queue had 
spent so much on shopping she had to 
change a traveller's cheque to pay the 
swingeing HK$120 (over US$15) air- 
port tax. But her anger was nothing 
compared to the fury of the Austra- 
lian family behind me which, with 
three teenage children, had to pay 
HK$600 (over US$77) for the dubious 
pleasure of an overnight stay. It's 
such a pity Bremridge still nurses the 
prejudices against the average tourist 
he was able to indulge in less damag- 
ingly when he was merely boss of 
Swires. He still argues that Hongkong 
should concentrate on attracting the 
rich business traveller who pays out a 
lot of money over a short period in 
preference to the package-tour mul- 
titudes and plebian back-packers 
who stay longer and spend less. 
Bremridge remains unimpressed by 
the business to be gained from the 
millions now visiting open-door 
China, most of whom stop over in 
Hongkong on the way in or out of that 
country. 

@ I REFLECTED on the various 
other inanities of Bremridge’s latest 
budget in which, a couple of months 
before the ر‎ and humidity 
rose to Hongkong’s usual summer 
levels, he described soft drinks as “a 
pleasing indulgence not a necessity,” 
reduced the duty-free concession of 
Hongkong residents to one bottle of 
wine and 100 cigarettes (who sells 


cigarettes in cartons of 100, for god's | 


sake?) and slapped a 25% duty on 
cosmetics with the remark that 
tourists “can buy all they want duty- 
free on departure at Kaitak." 
Evidently Bremridge has never 
shopped at Kaitak where, except for 
a small discount on duty-free booze 
and tobacco, prices are higher than 
elsewhere in Hongkong, thanks to the 
government's policy of maximising 
income from the rents charged to 
shopkeepers and stallholders. The 
worst damage is done to the tourist 
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foolish enough to patronise the air- 
port's money-changers, who offer 
terrible rates and charge exorbitant 
commissions, The resulting screams 


of rage are a regular feature of Hong- | 


kong's correspondence columns and 
radio talk-shows, when the answer is 
always that it is a matter of caveat- 
emptor-in-a-free-market. This is 
lying piffle. The rip-offs are a direct 
result of the thumping rents which 
include a rake-off for government of 
large and incremental proportions of 
all profits the businesses make. And 


it says it can do nothing: as already 
revealed in this column, the director 


of civil aviation has the specific au- | 


thority to monitor the shops and 
money-changers — and to evict those 
who profiteer. Thus, it is logical to 
conclude that the authorities think 
the rates charged to be reason- 
able. 

e AND so through the security 
checks: my hand luggage measured 
suspiciously, pored through and 
X-rayed, my pockets emptied and 
a sensitive portion of my anatomy 
tweaked painfully by the rod of a 
metal detector thrust brusquely up 
between my legs (the girls at Kaitak 
security were all evidently hired from 
a Chinese version of Hitler's SS). As 


we were herded into the waiting | 


buses I knew that summer had ar- 
rived: the overpowering stench. of 
raw sewage and other pollutants 
from the infamous nearby nullah 
swept through the bus; a young girl 
from Malaysia vomited quietly into 
her handkerchief. 

I could only contemplate with 
gloom the fact that I had to return to 
Kaitak at an hour when all its 
facilities would be overstretched: the 
stench yet again; the queues for im- 
migration (when are they going to 
computerise the process and put their 
nasty, Big Brotherish dark-blue 
books listing all the undesirables into 
electronic form?); the search for a 
trolley, evidently designed and man- 
ufactured in the Early Iron Age; past 
the customs (thank god, they seem to 


work smoothly, but Bremridge has | 


probably changed all that by inviting 
them to sort out the resident, with his 
bottle of wine and 100 cigarettes, 
from the visitor, with his whisky and 
full carton); out onto Kaitak's uni- 
quely sloping pavement, which ren- 
ders the laden trolleys dangerously 
unmanageable, to join the long, snak- 
ing queue for a taxi (the hire cars 


seem to have disappeared) or to join | 


the rugby scrum pushing past the 
queue to reach the well-hidden, al- 
most inaccessible doors to the car- 
park lift. It must be one of the world's 
Worst designed modern airports for 
which the departure tax is now — like 





the stink — one of the highest in the 
world. 

© WALKING the streets of Seoul 
with colleagues from the REVIEW 
bureau one afternoon, I was suddenly 
shaken by five gigantic sneezes 
There was an unpleasant smell in the 
air. We hailed a taxi and the driver 
explained laconically that there had 
been à demonstration in a nearby dis- 
trict and the tear gas was drifting 
around town. He gave it as his per- 
sonal opinion that the police deliber- 


| ately used far too much tear gas 
the Hongkong Government lies when | 


routinely to annoy the less concerned 
citizens and reduce their sympathy 
for the demonstrators. I was uncom- 
fortably conscious of just how routine 
such an episode had become. 

I suppose, if forced to make the 
choice, I would prefer the smell of 
sewage to that of tear gas, 

e WHILE I was in Seoul, President 
Chun Doo Hwan returned from his 


| visit to Washington. According to the 
| Korea Times of 30 April, during his 


triumphant journey from the airport to 
the Blue House, "in an unusual ges- 
ture, the smiling president exposed 
himself above the sunroof of the 


|limousine and waved back to the 


| 





cheering crowd almost the full length 
of the motoreade journey.” Maybe 
the country is liberalising, after all 

e AT the recent, most enjoyable 
Hongkong seven-a-side rugby tour- 
nament, Joe Zesbaugh photographed 
a well-placed notice, or a well-placed 


| full-back: 





© THE Japanese take their golf very 


seriously and have produced a 
machine which provides an electro- 


| nic analysis of one’s swing, the head 


speed at impact, the face angle of the 
club, the wrist-cocking action, the 
ball speed and its flight, going on to 
recommend what clubs are most suit- 
able. Such a machine was recently on 
show in Singapore and Michael 
Green, inspired by my recent exam- 


| ple of misprints involving the words 


| 





"cook" and “cork,” sends me an ex- 
tract from a colleague's result which 


| proves just how thorough the swing 


analysis is: 





жжж Swing Analysis жжж | 


Meet ratio 88.2 % 
Hesê speed scatter 1 KM/H 
Average distance 225 M 
[f£ hit at sweet spot 237 M 


You use cock weli 














MALAYSIA 


Turning the screw 


In a bid to help the country kick its drug habit, draconian 
measures are planned against the pushers 


By Suhaini Aznam in Kuala Lumpur 
айд the passage of a contro- 

versial anti-drugs law which will 
enable police to detain suspected of- 
fenders for a renewable period of up to 
two years without trial, Malaysia is 
planning even stiffer measures against 
narcotics dealers with the mooted in- 
troduction later this year of legislation 
allowing the authorities to confiscate 
all property gained through drug traf- 
ficking. 

The Dangerous Drugs (Special Pre- 
ventive Measures) Act, 1985, which 
was passed by parliament on 11 April 
(REVIEW, 25 Apr.) and now only awaits 
royal assent, provoked criticism be- 
cause it was felt in some quarters that 
it smacked too much of the harsh Inter- 
nal Security Act (ISA) which similarly 
provides for detention without trial. 
The argument in favour of the new law, 
however, was that the drugs trade is as 
much a threat to national security as 
activities which contravene the ISA 
and that, therefore, similarly tough 
tactics are called for. 

Malaysia prides itself on having 
the most uncompromising set of anti- 


NEW CALEDONIA 


drug laws in the world. Having de- 
clared “total war” on drug traffickers 
in 1983, Malaysia now imposes a 
mandatory death sentence for posses- 
sion of 15 gm or more of heroin or 
morphine. 

The government feels its no-non- 
sense stance is justified. Just 2,000 km 
south of the so-called Golden Triangle, 
Malaysia has become the major transit 
point for heroin and opium en route to 
Europe. Its open-door policy towards 
trade and tourism makes monitoring 
the borders difficult. Moreover, many 
Malaysians are domiciled in the drug- 
distributing capitals of Europe — 
Amsterdam and Paris — and they act 
as contact points for Malaysian traf- 
fickers. 

But the country’s own desperate 
drug-abuse problem is the strongest 
impetus to clamp down hard on the 
drug trade. Known addicts alone 
number 107,000, 80% of them hooked 
on heroin, which by international mul- 
tiplier theories means an estimated 
430,000 additional unrecorded addicts 
can be assumed. Determined to pursue 


Independence under the gun 


Paris’ plan to make the territory a strategic base eases 
European settlers’ fears but creates anxiety elsewhere 


By Hamish McDonald in Noumea 


hile French Government moves to 

create a “strategic base” in New 
Caledonia are achieving their intended 
aim of reassuring the Pacific terri- 
tory's French settlers of Paris’ commit- 
ment to them, they have also caused 
unease elsewhere in the region. 

For the majority of the 54,000 Euro- 
pean residents a promise to “reinforce” 
the French military presence was the 
one palatable element of a new plan for 
the transition to “independence in 
association with France,” announced 
by French Prime Minister Laurent 
Fabius on 25 April (REVIEW, 9 May). 

The independence package would 
give France continuing responsibility 
for the territory’s defence and internal 
security. For many of New Caledonia’s 
“Caldoches” — French settlers — a 
strong French grip on the instruments 
of power is probably the only acceptable 
guarantee that they would not be ousted 
by a new Kanak (Melanesian) state. 


44 


Adhering strongly to the neo-Gaul- 
list party, RPCR, the settlers are 
strongly anti-communist and see a 
French presence as a barrier to pene- 
tration of Pacific mini-states by the 
Soviet Union and its allies. French 
President Francois Mitterrand said in 
a TV interview on 29 April that his own 
12-hour visit to New Caledonia on 19 
January had made him aware of 
France’s “strategic interests” in this 
part of the Pacific and studies had been 
started on his return to Paris. 

French armed forces chief Gen. 
Jeannou Lacaze has followed this up 
with an inspection of existing military 
bases in New Caledonia during a 36- 
hour call ending on 3 May, and Defence 
Minister Charles Hernu is also plan- 
ning a visit. Lacaze did not specify 
what reinforcements are being consi- 
dered. However, one tangible step so 
far has been the deployment to New 
Caledonia of the nuclear-attack sub- 














rapid industrialisation, the Malaysian 
Government views each addict as a po- 
tential asset gone to waste. In 1984, ad- 
dicts were estimated to spend M$1.1 
million (US$440,882) a day on drugs; 
by 1985, this had risen to M$1.6 million 
a day. 

Meanwhile, drug abuse has taken on 
racial dimensions, causing even great- 
er anxiety to the government which is 
striving hard to integrate indigenous 
Malays more into the country's econ- 
omy. Malays rank first by far as drug 
dependents, followed by Chinese and 
Indians. 

The harsh laws against traffickers, 
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errand: strong French grip. 


marine Rubis from metropolitan 
France. Wharf space was cleared and 
radiation detectors installed in the 
port of Noumea for the submarine. 
This deployment, for perhaps two 
months, is clearly a symbolic one. New 
installations under study by Paris are 
believed to include a lengthening of the 
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however, contrast sharply with Malay- 
sia's view of addicts, who are treated as 
patients rather than as criminals. But 
given the numbers needing therapy, 
Malaysia's four rehabilitation centres 
are hardly adequate. They can only 
house à total of 1,300 addicts out of the 
107,000 known to need help. To make 
matters worse, the rate of recidivism is 
still high. About 40% of those who 
undergo the six-month therapy at the 
drug rehabilitation centres return to 
the habit — though this is a sharp drop 
from the 92% rate before Malaysia 
launched its *total war." 

Indeed, the propaganda targeted at 


| children's 














to pay more attention to their 
activiti and to their 
friends, so that they will be quicker to 
spot any possible drug involvement, 
has shown encouraging signs of suc- 
cess. From the 50% rate of new addicts 
joining the ranks before the 1983 cam- 
paign, the number of new addicts has 
dropped to 10% a year. Encouraged by 
this, Malaysia tightened its laws and 
now treats all traffickers alike, irres- 
pective of nationality. 

Malaysia does not spare foreigners 
or women: of the 30 who have been 
hanged, there were five foreigners and 
one Malay woman. Another eight, all 
from Hongkong and including a 
woman, were sentenced to death on 7 
May after being caught with 12.7 kg of 
heroin at Penang airport. Since 1975, 
75 offenders have been sentenced to 
death for drug offences. 

But the usual criticism of Malaysia's 
drug laws is that they do not haul in the 
big-time suppliers — just couriers and 
pushers. Police deputy-director of the 
Anti-Narcotics Division, Senior As- 
sistant Commissioner Mohamed Yas- 
sin Jaafar, denies this, claiming that 
some 20% of the total arrests made in 
1984 were of “kingpins,” which he de- 
fined as those trafficking in at least 
three consignments of more than 10 kg 
of heroin or opium, either for the local 
or international market. However, he 
does feel that the new law will make 
detention of suspects easier and there- 
fore lead to a higher rate of. arrest of 
key traffickers. п 
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naval quay in Noumea to accommo- 
date two corvettes and a submarine, a 
dry-dock, air-control systems at the 
Tontouta civil-military airstrip to 
handle Jaguar strike-fighters and con- 
centration of army units. 

At present, France keeps only two 
elderly mine sweepers on permanent 
station in Noumea. An air force trans- 
port unit operates Puma helicopters 
and Transal aircraft from Tontouta. 
The 3,000 army soldiers comprise 
local conscripts under training in a 
marine infantry battalion and spe- 
cialists on rotation from France. 


ntil Mitterrand’s visit, French of- 

icials had disavowed permanent 
strategic interests in New Caledonia. 
Its chief military value appeared to be 
as a staging point to the nuclear- 
weapons testing centre in French 
Polynesia, where about 15,000 military 
personnel and civilian defence work- 
ers are stationed. 

Some diplomats in the region remain 
unconvinced that Mitterrand’s prom- 
ises will be followed in the longer term 
by a presence that deserves to be called 
“strategic” — though Paris is expected 
to continue to sooth local anxieties in 
Noumea. A new ground base in 
Noumea might emerge as the most tan- 
gible evidence of French power. “But 





this may be simply to tidy all the scat- 
tered units into one cantonment be- 
cause it's more convenient in a post-in- 
dependence situation," one anályst in 
Noumea said. d 

However, three governments in the 
Pacific have so far taken Mitterrand at 
face value. New Zealand Prime Minis- 
ter David Lange said the French plan 
would extend an already unwelcome 
French nuclear presence in the Pacific. 
Papua New Guinea's acting Foreign 
Minister Tony Bais said his country 
"failed to understand" why France 
made such plans. They could only be 
read as a statement of intent to keep 
New Caledonia a colony, Bais said. 

In nearby Vanuatu, Prime Minister 
Walter Lini accused France of wanting 
to station nuclear weapons in New 
Caledonia, thus inviting other super- 
power interest in the region. Lini asked 
why New Caledonia's Kanaks should 
exchange colonialism for "French 
military domination." Probably with- 
out much chance of placating this 
criticism, Lacaze denied during a 
Noumea press conference that nu- 
clear-capable units would be based in 
New Caledonia. But the French have 
learned to shrug it off, and in convinc- 
ing the Caldoches they are serious, a 
gertain amount of regional outrage 
might actually help. 
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Chun gets a warm Washington reception but not all of what he 
hoped from his US visit, which had included extra military credits 


By Nayan Chanda in Washington 


outh Korean president Chun Doo 

Hwan did not obtain as much of a 
ringing endorsement from the United 
States as he hoped for on his second 
state visit, but nevertheless he got 
cautious support for his political pro- 
gramme and a renewed US commit- 
ment to his country's security. 

A proof of the importance attached 
to South Korea's growing political 
stature was the decision to institution- 
alise political consultations between 
the two countries. It was agreed that 
arrangements would be made for reg- 
ular meetings between the US secret- 


ary of state and South Korean foreign | 


minister. 

By all indications Chun had been 
more enthusiastic about the visit 
than his US hosts. 





Chun demonstration outside the White 
House) was a measure of his success in 
defusing the political situation at 
home since the troubled return of op- 
position leader Kim Dae Jung. Al- 
though there is some concern about 
growing anti-Americanism among 
students in South Korea, Washington 
is cautiously optimistic that the liberal 
trend initiated by Chun will continue. 

Reagan reportedly skirted: around 
the sensitive issue of restoring political 
rights to Kim, but encouraged Chun to 
continue his steps in democratisatio 

In private comments, administration 
officials have been cautious in predict- 
ing the longevity of the "Seoulspring." 
Although two coming events — The 
Asian Games in 1986 and Olympics in 








Sources said that 
Chun had hoped to 
use the ceremonial 
visit — the first offi- 
cial visit by an Asian 
head of. state to 
Washingtón in Pre- 
sident Ronald Rea- 
gan's second term — 
to project the image 
of a statesman en- 
joying close personal 
relations and solid 
support of Reagan 
and thus boost his 
own stature in both 
| the domestic and in- 
ternational arena. 
However, the idea of 
crowning the trip 
with a joint com- 
munique was polite- 
ly turned down by 
Washington. Instead, Chun had to be 
content with less grand documents de- 
scribed merely as “remarks at the de- 
parture ceremony" made by himself 
and his host. 

In his remarks, Reagan reiterated 
US support for "President Chun's 
commitment to a peaceful transfer of 
power at theend of histermin 1988." A 
senior administration official briefing 
the press indicated that Reagan en- 
couraged Chun in that direction by 








I DIDN'T 
EVERYTHING 1 WANTED! 




















saying that it would be a truly historic | 


event, the first peaceful transfer of | 


power in modern Korean history. 
Reagan also referred to the strong and 
multifaceted ties with Seoul “which I 
reaffirm today, remain the linchpin of 
peace in Northeast Asia." 

The fact that the Chun visit took 
place in a generally peaceful atmos- 
phere (there was only a small anti- 





| 


1988 — are seen as exercising consi- 
derable restraint on Chun's handling 
of the opposition, sources say progress 
towards democratisation will also de- 
pend on how the opposition, pa 
larly the students, behave, © 





n the trade front, the-sources said, 

Chun expressed concern about 
growing protectionism in the US, 
which did not go down too well with 
the Americans. “Frankly,” an official 
said, “it is irritating to hear South 
Korea talk about US protectionism 
when their trade surplus with the US 
rose by 39% last year.” Basically, one 
source said, the South Korean attitude 
seems to be that while they beli 
US “big brother” should be generous, 
they cannot yet accept the fact that 
everybody should play by the same 
rules. In fact, prior to the visit, the US 
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ded for Jégislauon to stop copy right 
olations. 
Reagan, Secretary of State George 
liz and Secretary of Commerce 
leolm Baldridge a all talked about 
yur hopes for improved access to the 
outh} Korean market." Chun em- 
sed that South Korea was "not 
ther Japan." He said that South 
rean commitment to liberalisation 
not just a verbal one, "not just a 
timent, but a necessity." At the 
time trade barriers could not be 
ay with overnight, and had to 
with in an orderly way. The 
aware of the nationalist senti- 
ntin South Korea and of charges of 
endering to the US made by some 
josition elements. 
ring the visit, Chun tried without 









v sidential Instruction) 4/1985 erash- 

"through several brick walls on his 
to the harbour, symbolising for 
0 magazine readers the Indone- 
n Government's recent dramatic 


sian, ports: Among the presiden- 
instruction’s several provisions, 


f Customs Duties (Bea Cukai) will no 
nger inspect or collect duties ori most 
mports and exports. These responsi- 
will instead be given to the 
ocieté Générale de Surveillance, a 
private Swiss company with long ex- 
erience and a solid reputation in the 
dpat a still unspecified but proba- 
ble-cost of millions of US dollars. 
At first glance, the shift seems extra- 
ordinary in political terms. A govern- 
ment that derives most of its political 
support from the military and civilian 
bureaucracy admits to itself, its people 
апа the world that a major bureaucra- 
‘tic agency, run for many years by sec- 


arrying out its primary function. And 
> leadership of a country founded 
niy 40 years ago, in opposition to 
‘Dutch colonial rule admits that Euro- 
péans can run its customs office better 
han nationals and rehires the firm 
once used by the Dutch. 

Inpres 4 ís an easy target for charges 
of ;neo-colonialism, compradorism, 
and ineradicable corruption in the In- 
donesian bureaucracy, and the Left will 
have a field day with it. But.I would 


o lower costs and limit delays at 


»stand out. The Directorate- General: 


-onded army officers, is incapable of. 









f decisive action 


b owhife knight labelled Inpres (Pre- 





like to use the case to’explore another | munity in tur 


in deploy /ment along the De | 

Zone (DMZ), construction’ of two air- 
fields close to the DMZ and North 
Korea's clandestine acquisition of US- 
made helicopters in order to press for 
new military hardware and larger 
credits for military purchases on better 
terms. According to reports published 
before Chun's arrival, South Korea 
was to seek compensation from the US 
for the security breach caused by the 
smuggling of 87 Hughes helicopters to 
North Korea. South Korea assembles 


the same helicopters for its own use. 
О n credits, the US resisted the pres- 
sure and instead suggested a pack- 
age of commercial credit to facilitate 
purchase of equipment. Although 





line of thought about the New’ Order. 


government of President Suharto. 

To my mind, the new procedures 
offer evidence for three propositions 
about the New Order. First, they dem- 
onstrate once again who is master of 
the Indonesian political system. Aš in 
the case of the rescheduled contracts in 


1983 that cost the president's friends’ 


and ‘supporters heavily, and for that 
reason. surprised most observers when 


they were adopted, Suharto has proved. | 


that he is hostage to no group or fac- 
tion. Perhaps even more important, he 
has shown that he need not pay atten- 
tion to conventional opinion about 
patriotism or institutional loyalties. 
My second proposition is that the 


Indonesian political economy — the: 


forces that are taken into account 
when making economic policy deci- 
sions — is becoming increasingly com- 
plex. Migas (the Indonesian acronym 
for oil and gas) exports do not hold out 
the growth potential they did 10 years 
ago, and nonmigas (everything else ex- 
portable, from textiles to plantation 
products to rice) is the buzz word 
among Jakarta’s economic policymak- 
ers. They have given.a range of incen- 
tives to state companies and private 
businesses — indigenous, Chinese and 
joint venture — to develop export mar- 
kets. 

On the outside, however, Western 
governments have begun to circle the 
wagons of protection, raising the costs 
of foreign marketing to Indonesia- 
based businesses. The business com- 


Reagan said a North Koréan buildup 










LE and greater Jaterdepenidente 





lobbies the Suharto |. 


е government for relief. The result isa 


“the state and priva 


‘has specialised in Indonesian affair: 
since the 1960s. Most recently, he has 


tary strength — only steady redeploy- 





ment of forces close to the DMZ to 
makeefficient use of their resources. 
Washington was also cool to the idea 
of increasing its own contribution to 
make up for the “gap” created by the 
smuggled helicopters. While noting 
that Reagan has expressed his dismay 
over the incident, a senior administra- 
tion official said: “This is not a matter 
of compensation. We are all damaged 
by it. Our troops in [South] Korea are 
endangered also. We are talking not 
about compensation, but about mea- 
sures that we can take jointly to re- 
duce, if possible eliminate, the harmful . 
consequences. of this.” | 
The regular consultation on setarity 
matters held. 7-8 М tween Secre- 
tary of Defence Caspar Wei | 



































































political economy. with тоге 


Economic. Coordinat 
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Du Pub at. ite hip? the. со; 
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Solente at Ohio State Universi 


assessed the achievements of Presi- 
dent Suharto's New Order regime in an 
essay and is wee ona 0 of its 
agricultural policy. 


i 25 ae 





‘of "the new policy bushen us tørethink 


the standard image of the New Order 
leadership style as moderate, conser- 
vative and bureaucratie. At the very 
least an alternative style, impatient 
with rules and procedures when the : 
issue is serious enough, appears to be 
at work beneath the bland exterior of 
New Order bureaucratism and cón- 
stitutionalism. The rescheduling of 
development projects is another exam- 
ple of more dramatic and decisive be- 
haviour, as are the otherwise very dif- | 
ferent 1975 invasion of East Timor, the 
executions without .trial "of "re- 
cidivists," or habitual criminals, the 


















the danger Роа by the North Korean 
acquisition of helicopters. Among 
possible equipment required to pre- 
vent North Korean helicopters from 
sneaking into the South, Seoul report- 
edly mentioned AWACS and new elec- 
tronic identification gear. 

Whatever counter-measures might 
be agreed on, South Korea could not 
expect any increase over US$228 mil- 
lion in the military credits granted for 
the 1986 fiscal year. 

Officials discounted recent reports 
that Moscow has provided North 
Korea with Scud surface-to-surface 
missiles. “There may just be one of 
those that Pyongyang got from other 
sources,” one official said, adding, 


there was no indication that Soviets so 
far had given Pyongyang any major 
new expensive items. 


and Pyongyang. In a departure from 
past practice, a joint communique was 
issued after the visit of North Korean 
Foreign Minister Kim Yong Nam to 
Moscow on the eve of Chun’s arrival in 
Washington, Officials point out there 
was no joint communique issued when 
North Korean President Kim Il Sung 
visited Moscow in May 1984. 


he foreign minister not only signed | 


a border treaty and a consular con- 
vention but reiterated with vigour 
their security ties. After denouncing 
the US policy towards North Korea, 
the communique emphasised the im- 
portance of the 1961 Soviet-Korean 





treaty of friendship and cooperation | 
and confirmed “their resolve, firmly to | 


adhere to the commitments arising 
from the treaty.” 








preneurship of Ibnu Sutowo, and the 
similar if more muted role of Suharto's 
current “big projects” man, Minister of 


Research and Technology В. J. 
Habibie. 

These observations prompt three 
further thoughts. First, we may be wit- 
nessing the consolidation of a rather 
sophisticated conception among gov- 
ernment officials and other major poli- 
tical actors of what constitutes In- 
donesia's national interest. Asked if 
hiring a foreign surveyor to carry out 
customs office duties was "proper," 
Wardhana- answered. offhandedly: 
“Many countries do it, including some 
advanced ones.” While this is hardly a 
new point of view — Wardhana and his 
fellow. Berkeley-trained group of 
economists have been making econo- 
mic policy in Indonesia for nearly 20 
years — the ease with which it can be 
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eed as 


put into practice suggests that there is 
little left of the old-time nationalism 
with which former president Sukarno 
once denounced the West and all its 
works. 

Of particular interest here is the 
array of forces aligned behind the new 
policy, which according to Indonesian 
newspapers and magazines (which are 
not, to be sure, entirely free to report 
the whole spectrum of public opinion) 
appears to. be very extensive. The Di- 
rectorate-General of Customs Duties 
may be a part of the bureaucracy and 
staffed by nationals, but it has long 
since exhausted the patience of fellow 
Indonesians in government and pri- 


ÉThe ideas that rules are made 
to be broken and that what 
counts is the firmness and 
decisiveness of the leaders... 
are thin supports for a modern 
government of 160 million 
people engaged in a massive 
effort to develop.9 


vate business. Port or industrial work- 
ers have not been heard from, but their 
interests would appear to lie in the 
same direction. The only dissenting 
voices have come from indigenous 
domestic shipping-company owners, 
who fear that one of the provisions of 
the presidential instruction will open 
the door to foreign competition in 
inter-island trade. 

Secondly, the conclusion that im- 
patience with rules and procedures 
may be a characteristic feature of the 
New Order policy style is a sign of both 
strength and weakness. Its strength is 
that it makes possible policy break- 
throughs in critical situations. Few 








` Ко ide ote eS viet ion 
which has backed both North Korean 
and Vietnamese peace initiatives. The 
communique ayoided any direct refer- 
ence to Indochina but said the two 
countries were “unanimous in their 
support for the socialist states’ efforts 
aimed at strengthening peace and 
security in Asia and at creating an at- 
mosphere of mutual trust and coopera- 
tion among the Asian countries.” This 
position, according to US Government 
analysts, places North Korea pretty 
close to the Soviet Union, Vietnam and 
Mongolia 

But the communique also called the 
revival of Sino-Soviet ties a positive 
factor and stated that normalisation of 
their relations would be in accord with 
the “cause of peace and the 
strengthening of world socialism's po- 
sitions." ü 


would argue in defence of Bea Cukai, 
and a good-to-irrefutable case can be 
made that the government's action isa 
positive move in itself and a promising 
start towards reducing the drag on 


| development of Indonesia's high-cost 


economy. The 1983 projects re- 
scheduling was also widely praised as 
a responsible decision with positive 
long-term consequences for the econ- 
omy. 

The weakness of such 
that too much depends the 
perspicacity and vision -of top 
leadership. The ideas that rules and 
procedures are made to be broken and 
that what really counts is the firmness 
and decisiveness of the leaders, guided 
by the knowledge that only they traly 
reflect the popular will, are thin sup- 
ports for a modern government of 160 
million people engaged in a massive 
effort to develop. Paradoxically, then, 
the. consolidation of a sophisticated 
conception of the national interest may 
be accompanied by the consolidation 
of a simplistic conception of the politi- 
cal process 

This leads to my final point, which] 
will put in the form of a question. What 
is the relationship between the tenden- 
cy of the political leadership to take 
strong action after minimal consulta- 
tion and the tendency of the political 
economy to become more complex? 
Specifically, will Suharto be more and 
more hemmed in by groups with in- 
terests that limit his freedom of moye- 
ment, or will the interests be held at 
bay by a powerful and self-confident 
political centre, or will some modus 
vivendi be gradually worked out that 
both constrains the government and 
leaves it free within those constraints 
to guide the economy? Much of In- 
donesia's political and economic fus 
ture may ride on the answer. ü 
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By Emily Lau in Hongkong 
Ys Hongkong enters the transition 
io a special administrative region 


997, the perennial problem of using 
Chinese in legal affairs and in the pub- 
lic administration has taken on a new 
ense of urgency. 
At present, both Chinese and Eng- 
ih are official languages, but English 
the primary language used in gov- 
ment, the courts and in business 
itid commerce. It links the British ter- 
tory to the international business 
community and provides access to 
gher education and to the best-paid 
vernment and private-sector jobs. 
The Sino-British joint declaration on 
e future of Hongkong stipulates that 
‘in addition to Chinese, English may 
so be used in organs of government 
nd in the courts" in the SAR. 
The Hongkong Affairs 


Society 





AR) under Chinese sovereignty in | 


ers consider the case 
or the mother tongue 


(HKAS) which comprises profession- 
als concerned about the future of 
Hongkong. said in their meetings with 
Chinese lawyers from Peking -— in- 
cluding some who took part in the 
Sino-British negotiations — that they 
were given to understand Peking ex- 
pects Chinese to be the primary lan- 
guage used in the SAR government and 
the courts. English, however, also will 
be used, but its role will be a second- 
ary one. 

Lawyer Albert Ho of HKAS said 
there is no doubt Chinese will be the 
dominant language in the SAR. "It is 
stated in the joint declaration, there is 
no choice. Besides, Hongkong's popu- 
lation is predominantly Chinese and 
they communicate in Chinese. After 
1997, Hongkong will be a Chinese ter- 
ritory. so why not extend the use of 
Chinese in public administration, the 





i 
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| 
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| 
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legal system and in the judiciary?" Ho 
said. 

However, he added that Hongkong 
people should tell China it is un- 
realistic to impose a time con- 
straint on the changes. Otherwise it 
may cause confusion and chaos and 
damage the Hongkong legal system. 

At present, all important govern- 
ment council meetings are conducted 
in English. with simultaneous in- 
lerpretation available, but most offi- 
cial documents are onlv available in 
English. All government correspon- 
dence to the publie are available in 
Chinese if required. But all govern- 
ment internal communication, accord- 
ing to the Secretary for Administrative 
Services and Information Peter Tsao 
will continue to be in English. 

“There is no attempt to go bilingual 
inside government because there is no 
need for it. The joint declaration said 
that both Chinese and English will be 
used after 1997. There is no initiative 
to use Chinese at this stage. You must 
realise it is a monumental task to write 
evervthing in two languages," said 
Tsao. There are also no plans to im- 
prove i} servants’ standard of 





civil 
Chinese. When civil servants are. re- 
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cruited, Tsao said, they are not re- 
quired to have a high degree of effi- 
ciency in Chinese, because there are 
Chinese language officers to assist 
them 

Lawyer Anthony Neoh, a former 
civil servant and a member of a politi- 
cal organisation, Hongkong People's 
Association, is in favour of extending 
the use of Chinese in government. He 
called for a fundamental change of at- 
titude in government to cope with the 
new political realities. In future, 
Hongkong's contacts with China will 
increase, he said. So Hongkong must 
start planning for this change. 


N° the upper echelon of govern- 
ment that to extend the use of Chinese 
may be seen as a sign that Britain is 
trying to relinquish responsibility for 
Hongkong before 1997 and therefore 
does not encourage it. 

His views are shared by some con- 
cerned professionals, who feel that 
since many expatriates do not speak 
Chinese and so are not keen to see it 
widely used in government. Many do 
not expect to be around in 1997 and 
could not care less about what happens 


training fees. This means, however, 
that anyone can monitor their con- 
versations. During South Jakarta’s 
recent ammunition-depot explosions 
pranksters jammed bands used by 
rescue and security teams. 

Another issue, which the governor 
of Bali complained of recently, is lost 
state revenues. Bali has 20,000 trans- 
mitters, compared to 13,000 tele- 
phone lines. As imports, the radios, 
priced between US$100-1,000, would 
draw 60% duties. Most are smuggled, 
and fees due to the government for 
commercial operation are lost. And, 
despite the steady increase in tele- 
phone subscribers in Bali, overall use 
of telephones has fallen. This means 
lost income for the telephone company. 

The government has done nothing 
to crack down on the fad, despite the 
threat to aviation, teleprinter, and 
microwave broadcasts, as well as 
police and military bands — for there 
are some advantages. The prolifera- 
tion of sets has taken some of the 
heavy pressure off the government to 
speed up telecommunications deve- 
lopment when money is tight. It has 
also narrowed the distance between 
Aceh and Irian Jaya — two provinces 
with little in common besides the 
Jakarta bureaucracy — from 4,000 
km to a quick flick of the digital 
wavelength dial. 

This could have more effect on the 
national identity than decades of 
inter-provincial cultural exchanges. 
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eoh said there is a misconception 








then. As for senior Chinese civil ser- 
vants, their thinking is usually closely 
identified with that of their British 
counterparts and, like them, many do 
not expect to be in Hongkong in 1997, 
and so do not care to initiate any 
changes either. 

On the other hand, there are those 


who feel that the use of Chinese in gov- | 





ernment will take care of itself, as the | 


civil service becomes more localised 
But the biggest problem lies in 
legal affairs and in the judiciary. At 
present all Hongkong laws are in Eng- 
lish, Since the setting up of a Chinese- 


language division in 1974, about 30 | 


ordinances and subsidiary legislation 
have been translated into Chinese, but 
they are for information only and have 
no legal effect. 
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Last October Justice of Appeal 
Yang said Hongkong т 
use English as a language 
and the courts. The use of est 
should be encouraged in « | c 
the district court. However 
and superior courts wher 
frequent references f prece 
which involve difficult legal problems 
Yang said, the need for th« tinued 
use of English is obvious 

Meanwhile, the governn 
vealed plans for translating existing 
laws into Chinese and for d: 
ture laws in both languages 
General Michael Thomas told t! 
lative Council Noven 
Chinese should be given eq tat 
with English in laws and bot! idt 
and English texts should b« 
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guage division will second a group of 
translators to the Legal Department. 
The translators will receive legal train- 
ing first before they start the transla- 
tion. Another group of translators will 
be trained to work with English law 
draftsmen to produce laws in both lan- 
guages. 

In future law drafting, Eric Au, one 
of the two Chinese law draftsmen in 
the Legal Department said the ideal 
situation is to have lawyers fluent in 
Chinese working along side English 
law draftsmen. This is called parallel- 
drafting and is done in Canada where 
laws are written in both English and 
French. To achieve this, the Legal De- 
partment would need a lot more 


RELIGION 


By K. Bhupal in Bangalore 


he Indian Government recently 

announced plans to import 20,000 
head of cattle from West Germany. 
This is no ordinary transaction, how- 
ever, Economic considerations are 
involved — but the purchase is 
also partly due to religious senti- 
ment. 

The sale stems directly from the 
European Community's milk lake 
and butter mountain — a vast surplus 
of 85,000 tonnes of butter and 
631,000 tonnes of milk and milk pro- 
ducts. The surplus has led the EC to 
issue dire warnings to dairy farmers 
about overproduction, and to with- 
draw subsidies to some dairy farm- 
ers. 

Unregulated production would 
add to the glut and threaten the mini- 
mum fixed price. As one way of 
cutting back on production West 
Germany decided to cull its dairy 
herds by slaughtering some 200,000 
cows. 

When news of the impending mass 
slaughter reached India, it distressed 
large sections of the Hindu popula- 
tion, to whom the cow is an object of 
veneration. But for altogether differ- 
ent reasons, secular opinion in the 
country also became concerned, see- 
ing a golden opportunity to im- 
prove the quality of domestic live- 
stock. 

A Hindu religious leader, Sri 
Jayendra Saraswati, sankaracharya 
of Kamakoti Peetham in southern 
Tamil Nadu state, announced the for- 
mation of a cow-protection society to 
negotiate the purchase and airlifting 
to India of as many of the condemned 
cows as possible. 

The sankaracharya asked a promi- 
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of the department's 140 lawyers are 
Chinese. If the translator scheme 
works well, the department may con- 
sider training the translators to be- 
come lawyers. 

Alternatively Hongkong may want 
to learn from Malaysia, where the laws 
are drafted in English and then trans- 
lated into Malay by a unit staffed by 
people who hold at least a law degree. 
The drafting is done by à committee 
where there is constant liaison be- 
tween the English and Malay drafters. 

Whichever system Hongkong may 
decide to adopt, the government will 
require more Chinese lawyers. Neoh 
said senior lawyers in private practice 
should consider joining the civil ser- 





India offers sanctuary to victims 
of Europes milk lake 
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Indian cows: improving the 








nent European disciple of his, Prin- 
cess Irene, sister-in-law of Spain's 
King Juan Carlos, to take up the mat- 
ter with the EC and the West German 
Government. He also got the Tamil 
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made a lot of money in private practice 
and should be prepared to make some 
small sacrifice for a public cause. 


В“ translating existing laws 
into Chinese and drafting future 
ones in both languages, the use of 
Chinese in public administration and 
the judiciary have to be carefully plan- 
ned and coordinated. Chinese legal 
terms have to be standardised, an up- 
to-date legal dictionary and Chinese 
legal glossary should be published. The 
universities should also be thinking of 
training bilingual lawyers. 

To coordinate all these, the HKAS 
suggests setting up a committee con- 
sisting of representatives from the 


Nadu government and the central 
government in New Delhi interested 
in the issue. 

The result is that negotiations are 
now under way for the airlifting of at 
least 20,000 of the condemned dairy 
cows to India. The National Dairy 
Board may play a key role in 
the arrangements. 

The question 
of cow slaughter 
in India is some- 
what misunder- 
stood by the out- 
side world. In- 
dia’s cattle po- 
pulation — bulls, 
bullocks and 
cows  — esti- 
mated at 178.9 
million in the 
1972 livestock 
census and pro- 
jected at 180 mil- 
lion currently, is 
among the largest 
їп the world. 
Quality, however, 
is generally poor 
and milk. pro- 
duction is very 
low: in. 1979 it 
accounted for 
only some 9% of 
total world out- 
put. 

Thus there. is 
good reason for 
prohibiting cow 
slaughter for 
economic as well 
as religious 
reasons. Indeed, 
Article 48 of the 
Directive Princi- 
ples of State Po- 
licy in the In- 
dian  Constitu- 
: tion reads: i: 

“The state shall endeavour tovor- 
ganise agriculture and animal hus- 
bandry on modern and scientific lines 
and shall in particular take steps for 
preserving and improving the breeds, 
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oversee its implementation. Alterna- 
tively, Au said the issue may be dis- 
cussed regularly at the chief secret- 
ary’s committee meeting, just to ensure 
that a top policymaker is keeping a 
close eye on the progress. 

In pushing for wider use of Chinese, 
some people fear that it may under- 
mine the status of English. But some 
educationalists say this need not hap- 
pen if the two languages are taught 
properly — that is, if Hongkong has a 
truly bilingual education. Helen Cheng 
of the Hongkong University's Lan- 
guage Centre said: “There is an absolute 
consensus that a good standard of Eng- 


and prohibiting the slaughter of cows 
and calves and other milch and 
draught cattle.” 

Most of the states abide by this 
guideline, and a historic Supreme 
Court ruling in 1958 restricts the 
slaughter ban to calves and cows, 
though there are constant attempts 
by Hindu and other agencies to get it 
extended to bulls and bullocks. There 
was serious rioting in 1966 when 
anti-slaughter demonstrations turn- 
ed violent, and even today there are 
constant protest marches and hunger 
strikes in support of the issue. 


инин and administrators 
recognise the importance of cattle 
as a source of power in India. To 
quote late prime minister Indira 
Gandhi: 

“Animals provide more power than 
all our power houses, whose installed 
capacity is 22,000 MW. Replacing 
them would entail a further invest- 
ment of some US$25-40 billion in 
electricity over and above the loss to 
the farm economy of manure and 
cheap fuel.” 

According to Prof. N. S. Rama- 
swami of the Indian Institute of Man- 
agement in Bangalore, who has made 
a special study of the subject, animal 
power accounts for 30,000 MW, or 
60% of the total energy used in India. 
Draught animals are a necessity for 
the nation’s 50 million marginal and 
small farmers. 

Dr V. Kurien, a pioneer in the 
cooperative dairy movement, pre- 
dicts a doubling of milk production in 
India by the year 2000, to reach 65 
million tonnes of milk. This, he says, 
will be made possible through re- 
search and better facilities. The ac- 
tion plan will have three segments — 
feeding, breeding and disease con- 
trol. 

And presumably, the arrival of 
20,000 high-quality cows saved from 
the slaughter-houses of West Ger- 
many will soon have an impact on 
the;breeding aspect of the action 
plan. 
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ne pre- 
stige of and the need for 
English will not diminish 
after 1997.” 

Elected district board 
member Chung Yee-on 
said with the develop- 
ment of representative 
government, more peo- 
ple with grassroots con- 
nections will be elected 
to government. These 
people will demand 
wider use of Chinese 
in official documents. 
However, he stressed 
that both Chinese and 
English should be used, 
since Hongkong is an in- 





Ho; Yang: acknowledging the need. 
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ternational city. 


Jacobs said the English language is 
Hongkong’s third asset, after its fine 

















Like Chung, some officials are an- | cessful system of bilingual education 
xious that the emphasis on English | has yet been found in Asia. In Singa- 
should not be reduced, if Hongkong | pore, thetrend isto go completely Eng- 
is to remain a cosmopolitan city. The | lish. In the past two decades, Hong- 
Secretary for Economic Services Piers | kong has been struggling to create 


bilingual education, and has yet to find 


the right formula 


harbour and the hardworking people. In the past decade, there has been a 
"It is the key to our existence as an | concerted demand for using Chinese as 
international and communications | the medium of instruction. But some 
centre... By keeping both Chinese and | people are not sure that is the right di- 
English, Hongkong can have the best | rection for Hongkong. They fear that if 
of both worlds," Jacobs said. the government makes it mandatory to 

The ideal situation, many would | teach in Chinese, the standard of Eng- 
agree, is for Hongkong to be truly | lish will definitely suffer. The impor- 
bilingual. By speaking bothlanguages, | tant question facing Hongkong is to 
Hongkong can continue to enjoy a mix | find a system which will satisfy the 
of cultures and retain the expatriate | practical and political needs for 
talents, and — most important of all — | wider use of Chinese in the communi- 
can continue to maintain its interna- | ty but not at the expense of Eng- 
tional business links. However, no suc- 
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market value. 
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CALIFORNIA PRIME FARMLAND 


With all the bad news about American farmers, farm land prices have 
plunged. There are investment opportunities as never before, at prices below 
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* 607 Acres: Yolo County, California 


Professional farm management available to stay on and manage the pro- 
perty. We have been in the farm management business for 10 years. Do not 
pass up this opportunity. 


2500 E. Foothill Blvd., Suite 508 Pasadena, California 91107 


Class | soil: Wheat and Tomatoes 
4 underground wells for complete irrigation 
5,000+ square foot storage buildings 
3,000-- square foot shop 
Located 12 miles from Sacramento, California 
$3,500 PER ACRE 
(Market Appraisal 2/85 at $3,600 per Acre) 


TOOBY FARMS 


(818) 449-8321 
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Conflict and Violence in Singapore and 

Malaysia 1945-1983 by Richard Clut- 
^ terbuck. Graham Brash Ltd. S$35 
(US$15.70). 


wo-thirds of this book was publish- 
= ed in 1973 as Riot and Revolution in 
24 Singapore and Malaysia 1945-1963. 
` Thisi is both an "update," including the 
Indonesian Confrontation between 
— 1963 and 1965 and the 1964 and 1969 
ce riots in Singapore and Malaysia 
E and an assessment of the 
"remarkable" development since. As 
е most recent of the added events 
Жоок place some four years before the 
|. publication of the earlier book, it is 
_ puzzling that they were not included 
—— then. The new additions are a weak 
—— graft onto a book which is essentially 
- about how the Malayan Communist 
- Party (MCP) failed to gain power after 
| ost the Japanese surrender in 1945. 
— _ As a legal party at а time of nascent 
| anti-colonialism, it was well placed to 
- bid for power. During the following 
> . decade of political and armed struggle 
—two strategies were used: the urban 
апа the jungle strategies. 

The urban strategy, in Singapore, 
> was to disrupt the socio-economic 
^ order by exploiting workers’ griev- 
— ances to organise strikes, hoping that 
"these would lead to a spontaneous 
— mass uprising. Thus, the reactivated 
_ MCP branch swiftly gained control of 
4 'trade unions and used them as Open 
- Front Organisations to execute party 
© underground orders. In 1947 alone 
— there were 300 major strikes. Even so, 
they failed to gain mass sympathy. The 
— Strikes ended with the tightening of 
— union legislation in 1948 which suc- 

— cessfully dislodged the MCP leaders 
— from union offices. Subsequent dec- 

- Jaration of the state of emergency 

| proscribed the MCP, driving its leaders 
E anto the jungle. 

— — The MCP also penetrated -the 
— Chinese schools and the school organi- 
| - sation was used to mount the second 
wave of the urban strategy when the 
colonial government imposed con- 
scription on all young male Singapo- 
reans in 1954. The organisation began 
by staging protest demonstrations, in- 
ducing the police to use violence 
—- against the student demonstrators, 
- which the activists hoped would elicit 
general sympathy. The success of this 
= — Strategy spurred the underground or- 
-— —ganisation to openly establish ; the 
Singapore Chinese Middle School Stu- 
dents’ Union (SCMSSU). It then joined 
forces with the radical trade unions. 
The joint effort at mass agitation 
showed itself at the strike at a private 
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bus company in 1955. Students were 
mobilised to the bus depot to lend sup- 
port to the strikers. Violence ensued 
when police attempted to clear the 
gates for workers from a company- 
sponsored union. The result was the 
bloodiest riot in Singapore’s history, 
leaving four people dead after one 
night. This gave impetus for a settle- 
ment three days later. 

The government then moved to dere- 
gister the SCMSSU for failing to stay 
away from political activities, which 
provoked the students in two of the 
largest Chinese schools to mount an 
occupation of their schools. After two 
weeks of background preparations to 
contain the expected riots, the schools 
were ordered to be cleared. 

This was the last MCP attempt at 
mass agitation. After that it attempted 
to gain political power constitution- 
ally by collaborating with the English 
educated anti-colonialists via the Peo- 
ple's Action Party. The way this stra- 
tegy was foiled by Lee Kuan Yew is 
now legend as is the subsequent econo- 
mic success story of Singapore. 


he jungle strategy was initiated 

after the declaration of Emergency. 
The MCP made two serious mistakes 
immediately. First, it began its jungle 
operations by “terrorising waverers 
and informants among the villagers, 
and paralysing the economy by slash- 
ing rubber trees so that they bled to 
death, smashing mine machinery, and 
ambushing buses, trucks and trains.” 
With the failure of terrorism, the MCP 
decided to withdraw into deep jungle 
bases for a protracted armed struggle, 
abandoning its mass organisational 
bases among the rural squatter popu- 
lation. With this move, it lost perma- 
nently the support of the Chinese rural 
people and any chance to regain its 
armed initiative. The mistakes were 


sts: foiled by turncoats and new villages. 





recognised quickly, however, and 
within a year, the MCP broke up 
the permanent bases апа re- 


organised into smaller units in the 
jungle fringe and 
squatter areas. 

This renewed at- 
tempt was foiled by 
the government's 
successful resettle- 
ment programme. 
Despite initial set- 
backs, the resettle- 
ment into new vil- 
lages was successful 
because it provided 
the squatters with 
jobs, land and secu- 
rity. Once estab- 
lished, a new village 
was governed by 
elected -councillors 
who, with financial 
support from the 
government, undertook to build neces- 
sary community welfare institutions, 
such as schools and clinics. The success 
of new villages was essential to winning 
"the hearts and minds of the people." 

On the military front, government 
troops were winning with the help of 
guerillas who turned against their 
former comrades. This was a much 
more effective weapon than the plant- 
ing of agents in MCP camps. These 
turncoats “would often lead out an 
army patrol at once, and help to kill the 
men who had been their comrades in 
adversity for months or years, within 
hours of deserting them." 

The efforts on both the ideological 
and military fronts were so successful 
that by the end of 1953, five years after 
the declaration of Emergency, the gov- 
ernment was ready to declare its first 
"white area," in which all emergency 
regulations were withdrawn and civil 
liberties reinstated. 

Clutterbuck provides an extensive 
and detailed account of the MCP's 
clandestine organisational structure 
and methods, such as the courier com- 
munication and the food supply sys- 
tems, as well as describing the counter- 
insurgency operations of the govern- 
ment troops who successfully smashed 
them. 

But all the above is contained within 
the first two-thirds of the book — un- 
changed since the original — which is 
solid. The attempt to update the ac- 
count on "conflict and violence" is 
marginal — the three added events 
only rated 15 pages, derived cursorily 
from published academic books and 
newspaper accounts, adding no new 
information, let alone insights. The 
socio-economic assessment is 
amateurish; perhaps understandably, 
as the author is really a counter-in- 
surgency expert rather than a social 
scientist or journalist. — CHUA BENG HUAT 
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| Today, businessmen in general and the telecommunications 
Administrations who serve them are trying to cope with 
| exceptional communications complexity. 





| On the one hand, business needs the most advanced 
telecommunications service available, to compete successfully. 





On the other, the Administration needs to cope with the 
problem of meeting demand for existing services, perhaps in 
networks already congested. 


| 














Turning problems 
into profit 





Advanced technology should help, of course — but all too 
often it creates its own problems. 

Telecommunications is one of the most demanding 
environments for technology in the world. 


In commercial applications, mistakes can be made 
without much general impact. In telecommunications, 
mistakes affect almost everybody — and the consequences can 
last for years. It's essential to select a system which minimizes 
absolutely the possibility of error. 

It's for this reason that one telephone system has proved 
overwhelmingly popular with Administrations. It's also a 
system which has proved unrivalled in its ability 
to deliver practical benefits to users, 
reliably and economically. 








AXE: looking forward to the future 
The idea of using computers to control telephone exchanges 
and improve the range of services offered is almost as old as 
computers themselves. 

There have been many attempts — and almost as many 
failures. 

The success of Ericsson’s AXE system is due in large 
measure to the fact that the designers decided not to take 
advantage of current hardware technology. 


12r AXE world survey, 
including mobile subscribers 


TOTAL AXE LINES 
ORDERED 

AND 

INSTALLED 
11,705,194 





IN 57 
COUNTRIES 


Instead they designed a strictly modular software 
system, then designed hardware to suit that software. At the 
time, it wasn't the obvious solution, since it didn't make 


optimum use of the hardware – which was the largest and most 


expensive element of the system. 







Some areas served by AXE exchanges 
installed for more than 60 countries 
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But times changed — and the designers of AXI 

proved right. The cost of hardware performance fell, the 
software content of telephone systems rose dramatically — and 
those who had purchased AXE systems were ready t 


from the change 


benetit 


System content 


HARDWARE 


Since the svstem was composed of independent modi 
blocks, interworking through standard interfaces, enlarging 
or changing parts of the system was no problem 

This not only meant that advances in hardwar 





technology could be incorporated, and that new services could 
be added at will. It meant that one basic system could be used 


for all telecommunications applications. 





A state-of-the-art printed circuit board from the latest centra 
computer of an AXE exchange 


For the Administration this means considerabk 
economies in training, operation and maintenanc: 


For the subscriber, it makes the introduction of new 
services quicker and more efficient 

This has already been proved by the ease with which 
AXE supports the integrated services digital network (or 
ISDN) and cellular telephony 





Cellular telep! 





Ericsson has a commanding world lead in cellular mobile 
telephony. 

As the name suggests, cellular telephony is based on a 
system of adjoining ‘cells’ in which the telephone calls are 
transmitted by radio waves. The size of the cells is determined 
by the subsciber-density and expected traffic volume. 
Paradoxically, as these increase, the cell size gets smaller, So in 
a heavily populated area there are many low-powered 
transmitter cells. 


The benefit of this is that you can use the same radio 
frequency in several cells, provided the cells are far enough 
away from each other to avoid interference. 


You can build a cellular network in response to demand. 
As the number and density of subscribers grow, you make the 
cells smaller. 


There are two obvious questions: first, how do you link 
with the national and international network? Second, what 
happens when you move out of the one cell into another? 


That’s the difficult part! And that’s where the power and 
versatility of AXE come into their own. 


Simply by the addition of a mobile telephony subsystem, 
an AXE exchange becomes a Mobile Telephony exchange 
(MTX). 


Each MTX has a number of base stations connected 
which communicate with the mobile subscribers via radio 
channels. The main exchange maintains surveillance of all 
subscribers’ locations. When a call is made from or toa mobile 
subscriber, the supervisory exchange decides which base 
station the subscriber is in and instructs it to handle the call. 
The supervisory exchange continues to monitor signal 
strength throughout the call, switching to a different base 
station if that provides improved reception. 


Obviously, it calls for an exceptional system to control 
and co-ordinate all the complex elements of a cellular system. 
AXE manages it with ease — mobile subscribers on Ericsson 
cellular networks have all the customer features of 
conventional AXE available to them. 


In fact Ericsson is one of the few companies in the world 
which offers a comprehensive turnkey service. This includes 
cell planning, construction, installation and testing. 

Ericsson is already supplying cellular equipment in 16 
countries, working with the Nordic NMT, US – FCC and 
British TACS transmission standards. 


Nobody is better equipped for the job than Ericsson. 
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CING AT THE VERY LATEST 
OMMUNICATIONS 


58°56’ №, 5°48’ E. The North Sea. No 
can make phone calls from here, to ar 
in the world, and never talk to an operator 

Four years ago Norway installed a cellu 
mobile telephone system from Ericsson. It let 
people call from places they never c uld befor 
A boat, a car or truck, even an oil rig 


This has created new groups of telepho 


















users, and new sources of income for the N 
wegian Telecommunicanons Administration 
Like fishermen and the petroleun ndustr 
the North Sea, and businesspeople and truck 
on the road. 

It's great for their business, and great for tl 
Norwegian t 
15-20* 


cellular user group 
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Ericsson is the most experienced manufac 
turer of cellular mobile telephone systems. W 
have supplied the world’s largest, w ith ove 
150,000 users, and 
cities like London, Kuala Lumpur, Mad 
Chicago. 

And only Ericsson offers you the choi 
all the major system standards. One of d 
night for your country 

Cellular mobile telephone systems. The lat 
way for you to profit from new tecl 

Don’t miss the boat 
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S-16380 Stockholm, Sweden. Telephone: 446-87 









ISDN: 





Once upon a time, people used the telephone lines simply to 
talk to other people. One two-way conversation across 
two-wire cable. 


Then things started to get more complex. Ways were 
found to make that same two-wire cable carry more 
conversations. This was achieved by transmitting 
conversation in different frequency bands, or by a technique 
known as Time Division Multiplexing, which allowed 
simultaneous transmission of up to thirty-two conversations on 
one telephone channel. 


To increase capacity, speech was translated into digital 
form (known as Pulse Code Modulation - or PCM). 


Naturally, to be routed through old fashioned physical 
switches in telephone exchanges, such transmissions had to be 
decoded, switched, then probably encoded again. 


It was expensive and inefficient. 


The introduction of the AXE digital exchange allowed 
Administrations to plan for the day when digital transmissions 
would be switched in digital form throughout the network. 

| Integrated digital transmission and digital switching would 
increase capacity and cut costs. 


This was the integrated digital network. 


At the same time, the network was being used for 
transmissions other than voice. Computers were talking to 
computers; facsimiles of documents were being sent across the 
telephone network; telex and videotex systems were 
expanding rapidly. 

With the introduction of high-capacity and ultra-high- 
capacity media (such as microwave and fibre optics) the 
potential for such usage increased dramatically. 


To a large extent these services had grown haphazardly 
with a variety of protocols and handling systems. 


The next logical step was to integrate all these services 
with each other in a single network, sharing common facilities, 
practices and protocols. In this way the services would become 
much more economical and easy to use. 


This is the Integrated Services Digital Network — 
or ISDN. 


So far, no country in the world can boast a 
comprehensive ISDN. 

But for those countries who have specified AXE systems 
with a digital group switch, it's only a matter of time — and not 
very much of that! 


The logicale : 
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Everybody’ talking the 


telecoms of the future. 
Ericsson installed it in 1984. 


Imagine a network where computer 
communications actually work on a plug-in 
basis. A network handling not merely voice or 
data, but voice and data and text and image ~ 

a single genuinely global network where these 
and other services of the future will be instantly 
and economically available, and where the same 
operating standards apply throughout the world 


The usual name for such a network is the 
Integrated Services Digital Network (ISDN), 
and for several years telecommunications 
people have invited you to admire the beauty of 
the concept 


Which is about all there has been to admire! 
Because although there's a range of services 
available individually, they're not available on a 
single-network basis, and taking advantage of 
all of them is difficult and expensive. 


The technologies exist, but they don't co-exist. 
So what's happening on the ISDN, and who's 
taking the action? 


Well the good news is that there is action, on a 
world scale. The telecommunications industry 
is determined to avoid the tangle of 

has gone through - and is still going through. 
This means establishing agreed practices and 
protocols for all the telecommunications 
systems of the future. The governing body of 
international 1 


4 al telecommunications (CCITT) has — 
- made steady progress. Basic standards should 


be agreed and published during 1985. 
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Ericsson: leader on all fronts 
The problems of ISDN can be divided into 
three areas; transmission, switching, and 
management. 


On all three fronts, leadership is in Ericsson's 
hands. Transmission in the ISDN will certainly 
be by optical fibre cables, with their astonishing 
capacity. 
Ericsson has been working with optical fibre 
since 1974, and has thousands of kilometres 
installed in comventional д ма! netcoorks 


Handling staggering transmission volumes, the 
switches (the exchanges) in the network will be 
very heavily loaded, and will themselves need 
10 be very high-capacity. 
The Ericsson stouching system, called AXE, can 
handle higher loads than any other scotch 
available. The largest international digital 
switches m the world have been supplied by 
Ericsson. 
But in the ISDN, switching is а matter of 
variety as well as size. AXE sevttehes ат 


mobile telephony ~ the world’ biggest mobile 


nettoork, tchich extends from the Arctic Circle ıo personal copy. | 


' k, is equipped 


All the hundreds of digital AXE stoitches 
already installed in the world are deuned as 
modes in ISDN. 


To: Telefonaktiebolaget LM Ericsson, 


Public Telecommunications Division, S-126 25 Stockholm, Sweden 


Please send me the latest issue of Connexion 
Name & 
Title 


Organisation 


City 

Postcode 
Type of organization Telephone Admin 
Education — Government _ Supplier 





The telecommunications network has been 
called the biggest machine in the world: 
suddenly, it's going to be a whole lot bigger. T] 
problems of sheer operation and management 
are potentially far greater than those of 
transmission and switching 


No other comparte in the coord fuss Eriesson) 
breadth of experience m management evstems 
AXE exchanges are on onder or in operation 
60 countrics, in enviroments татуу ўтни t 
rural communities to hinge capital ctio 
Ericsson S library af tested s teen solitis | 
Netroork -management prodlomes o unpuralle 
~ and still кто 


Actions. Not words. 
Ericsson has already taken actionon the —— 
networks of the future. Countries with digital 
Ericsson systems installed will see the н 
outcomes very soon indeed. 

- keeps you ir 


Connexion - the AXE magazine ~ 
cempore Thccmpor eil bang sus 










Find out about AXE and the networks of the future at 
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Or get in touch with your nearest Ericsson office 


AUSTRALIA 

LM Ericsson Pty, Ltd (EPA), 
Riggall Street, 

POB 41, 

Broadmeadows, Victoria 3047, 


HONG KONG AND MACAO 

Ericsson Communications (Hong Kong) Ltd (ECH). 
151 Gloucester Road, 17th Floor, 

Wanchai, 

POB GPO 13487, 

Hong Kong. 


INDIA 

Ericsson India Limited (IEI), 
No. 15, Community Centre, 
East Kailash, 

New Delhi 110065. 


No. 5 Commissariat Road, 
Hastings, POB 2319, 
Calcutta 700022. 


INDONESIA 

Р.Т. Erindo Utama, 

New Garden Hall Building, 2nd Floor, 
Jalan Bulungan 76, 

POB 2443, 

Jakarta. 


REPUBLIC OF KOREA 

AB Erifon Korea Branch (ERK), 
13th Floor Bo Young Bldg, 

108 Pyung-Dong, 

Seodaemoon, 

POB 185, 

Seoul. 

Oriental Telecommunications Company Ltd (OTK), 
POB 39, 

Sungnam Si, 

Kyungki-Do. 


MALAYSIA 

Ericsson Telecommunications Sdn Bhd (ECM), 
Jalan Sepana 15/3, 

POB 28, 

Shah Alam Selangor. 


Perwira Ericsson Sdn Bhd, 
Jalan Sepana 15/3, 

POB 28, 

Shah Alam Selangor. 


NEW ZEALAND 

Ericsson Manufacturing Ltd (ENZ), 
United Building Society House, 
276-278 Lambton Quay, 

POB 599, 

Wellington. 


PAKISTAN 

Panasian Marketing Services Ltd, 
G5, Diplomatic Enclave, 

Sitara Plaza, 

POB 1134, 

Islamabad. 


Al-Saeed Centre Khyabane, 
Iqbal Clifton, 

POB 3848, 

Karachi. 


49/C Jail Road, 
POB 676, 
Lahore 3, 


PHILIPPINES 

Telecommunications & Computer Technologies, Inc 
617 Rufino Building, 

Ayala Avenue, 

MCC POB 1159, 

Makati 317 Metro Manila. 
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SINGAPORE 

L M Ericsson International AB, 
TCB Building, 

921 Bukit Timah Road, 
Singapore 2158. 


Communication Services Pte Ltd, 
Units 04-02, 3rd Floor, 

Alpha Building, 

45 Kallong Pudding Road, 

POB 128, 

Geylang Post Office, 

Singapore 1334. 


TAIWAN, CHINA 

L M Ericsson International AB, 
Technical Office Taiwan, 

10B World Building, 

126 Nanking East Road Section 4, 
POB 11781, 

Taipei. 


THAILAND 

Ericsson Telephone Corp Far East AB (ETT). 
518/4 Ploenchit Road, 

(Sirinee Building, Maneeya Street), 

POB 824, 

Bangkok. 














A US challenge to the ADB underscores a lack of consensus 


Full-frontal attack 


By Anthony Rowley in Bangkok 


t became very clear at the 18th an- 
: nual meeting of the governors of the 

Asian Development Bank (ADB) 
that the sort of international consensus 
needed to underpin such multilateral 
institutions is rapidly falling apart. 
Against this background to the meet- 
ing, held in Bangkok from 29 April- 
2 May, the quarrel over the terms under 
which China should be allowed to join 
proved to be a sideshow. It is by no 
means clear what sort of institution the 
ADB will be by the time China gets in. 

The stage was set for an ideological 


confrontation when Joe Rogers, the | 


United States director at the ADB, 
gave a lengthy interview to the Inter- 
national Herald Tribune in which he 
said some remarkably caustic things 
about the ADB. Rogers, a protégé of 
US Congressman Jack Kemp and an 
archetypal supply-sider, declared that 
the US rejects the idea "that thereis à 
such a thing as development econo- 


mics." If that was not enough to deny | 


the raison d'étre of the ADB, Rogers 
added insult to injury by adding that 
he was “sceptical” of the idea that the 
ADB is the “most efficient of the mul- 
tilateral development banks." 

"The World Bank and the ADB 
loudly tout that they've never had a de- 
fault, but that's because governments 
have guaranteed the loans. Many of the 
projects have been disasters and de- 
faulted and never earned a nickel," Ro- 
gers said. Although none of the gover- 
nors from the 45 member countries 
directly took up his points in their 
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speeches, the corridors where some 
1,000 participants including bankers 
and international observers gathered, 
were abuzz over the implications of his 
attack. 

By the end of the meeting, heavy 
hints were being dropped by embar- 
rassed US officials that Rogers had 
been told by the Treasury Department 
to tone down his strident remarks. Ro- 
gers was "realising that he works for 
the Treasury and not the congress," 
one senior ADB official told the 
REVIEW, but others were sceptical. 
Kemp, for whom Rogers previously 
served as chief of staff, is seen as a US 
presidential aspirant who can outdo 
even President Ronald Reagan on 
Reaganomics. Which master's voice 
Rogers was speaking with is unclear. If 
his views do not represent those of the 
current administration, why was he 


allowed to express them so forcibly, | 


many wondered. 
Treasury Assistant Secretary David 
Mulford, who delivered the governor's 


| speech on behalf of the US, attempted 


to mend some fences by saying that 
" Asian countries have become models 
for less-developed countries and in- 


deed offer lessons to all countries, in- | 


cluding my own." But the virtues of 
private enterprise which he, too, extol- 
led may have lost some of their savour 


among ADB members through being | 


rammed down their throats by Rogers. 

What could have been a very con- 
structive debate on what shape the 
policies of such institutions as the ADB 











should take in future, especially in 
countries that have passed the basic 
stages of development, was marred by 
acrimony. The ADB's rather bland Ja- 
panese president, Masao Fujioka, tried 
to gloss over the differences in his clos- 
ing press conference, but they were 
obvious enough and prompted 
Eberhard Kurth, temporary alternate 
governor for West Germany, to come. 
ment that the ADB should "not become 
irritated by exaggerated criticism." 


he real problem for the ADB is 
К that, being an institution with sa 
many masters and under attack 
from various quarters notably the 
US, though with Britain now riding on 
the coat-tails of US criticism on issues 
such as ADB budgeting and salary 
levels — it is difficult for it to map out 
policies for the future, and much more 
so to fund them. Fujioka is trying to 
turn it into an "Asian Resource Cen- 
tre," encouraging debate on domestic- 
resource mobilisation, privatisation 
and capital market development, as 
well as being a lending and develop- 
ment institution. But even this ini- 
tiative was scorned by Rogers. "You 
don't find the ADB as a great generator 
of ideas," he declared. (Mulford — 
again attempting to mend fences it ap- 
peared — was somewhat more compli- 
mentary.) 

Various observers agreed that the 
ADB fails to respond adequately, and 
publicly, to such attacks. It tends tobe 
too bureaucratic and too secretive for 
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such neutral issues as capital-market 
development which ought to be in the 
public domain are treated as classified 
documents. Rogers’ public claim that 
the ADB had been forced to undertake 
an irrigation project in Pakistan to put 
right damage done by a previous ADB 
project was only mildly rebuffed by 
Fujioka and his staff in public. In pri- 
vate, an ADB official involved with the 
project told the REVIEW that the claim 
was simply untrue and that the ADB 
project updated one previously under- 
taken by the British. 


ronically, the area where US actions 
|: hurting the ADB more than its 

rhetoric is that of concessional lend- 
ing by the Asian Development Fund 
(ADF), where the ideological drive for 
private-sector initiative appears most 
inappropriate. The ADF lends princi- 
pally to poorer countries such as 
Bangladesh, Pakistan, Burma, Sri 
Lanka and Nepal, with half of the 
loans going to agriculture and a 
further near 25% to energy develop- 
ment. Of the cumulative amounts com- 
mitted to the ADF so far, Japan has 
supplied some 43% and the US 22%, 
with Canada and leading West Euro- 
pean countries providing considerably 
smaller amounts. 

US foot-dragging over its commit- 
ments to the fourth replenishment of 
the ADF (ADF 4) caused delays in 
other members' linked contributions 
during 1984 and raised uncertainties 
over certain loans to Pakistan, Nepal, 
Laos, Kiribati and Bhutan (REVIEW, 14 
Feb.) Countries such as Japan have 
advanced parts of their ADF 4 con- 
tribution to help cash-flow and the US 
has now promised to meet its arrears to 
ADF 4 and previous replenishments. 
But none of this was able to prevent a 
2.796 decline in ADF lending (to 
US$684 million) during 1984. Burma 
and Nepal stand to suffer most. 

With negotiations for ADF 5 due to 
begin shortly, there is certainly no sign 
of US intransigence abating. The ADB 
itself is looking fora US$5 billion ADF 
5 replenishment (compared to US$3.2 
billion under ADF 4) based on its inter- 
nal survey of members needs in the 
period 1987-90 inclusive, though with- 
out any "soft" borrowing by India or 
China included. Rogers declared that, 
“as it states in the [US] budget, we are 
not planning funding for any addi- 
tional replenishments" for institutions 
such as the ADF. Mulford elaborated: 
"We intend to participate in the up- 
coming negotiations for ADF 5, though 
as yet we have taken no decisions 
on the level of our participation. In 
part, that decision will be driven by 
policy reforms we seek for the institu- 
tion." 

Where such reforms apply to lifting 
the "dead hand of state-owned enter- 
prises" as Mulford termed it, and 
"ceasing lending to para-statals or- 
ganised for the production of goods 
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by the private sector,” they appear to 
be much more apropriate to the ADB's 
ordinary lending, from its so-called 
Ordinary Capital Resources (OCR), 
than to the ADF. In a nutshell, the US 
wants the ADB to act as a “catalyst” 
which prepares the ground in develop- 
ing countries for private-sector initia- 
tive (with policy advice and technical 
assistance) and then leaves most of the 
funding to private-sector institutions. 

But in recent years the bulk of such 
private-sector funding has taken the 





form of high-interest bank loans which 
have caused enormous debt problems, 
and it is difficult to see how the ADB is 
supposed to secure the leverage needed 
to promote reforms favouring the pri- 
vate sector unless it has the funds to 
back its advice. And ADB senior staff 
as well as some of the institution's di- 
rectors are at a loss to understand how 
the private sector is supposed to be at- 
tracted to basic infrastructure projects 
of the kind supported by the ADF. 
Minoru Ohashi, ADB executive direc- 
tor for Japan, pointed out to the 
REVIEW that many of Japan's basic in- 
dustries had begun as public-sector 
enterprises and were later transferred 
to the private sector. 


A TALE OF 
THREE CHINAS 


he governors of the Asian Deve- 

lopment Bank (ADB) failed to re- 
solve the issue of China's admission 
to the bank this time round, but a 
senior United States source indicated 
to the REVIEW at the end of the ses- 
sions that he expected to see China in 
(along with existing ADB members 
Taiwan and Hongkong) by the time 
the next annual meeting is held in 
Manila. Some ADB sources say China 
could be a member by the end of this 
year. 

Although a majority of the gover- 
nors spoke in favour of the entry of 
China — which has been under con- 
sideration for two years — the stick- 
ing point proved to be the status of 
Taiwan, which currently occupies an 
ADB seat under the name "Republic 
of China." Taiwan is apparently 
willing to alter this to “China, 
Taiwan" but Peking seems opposed 
to anything other than “Taiwan, 
China." What flags the two would use 
within the ADB is also a matter yet to 
be decided. 

In his closing press conference, 
ADB president Masao Fujioka said 
there would be "continuing discus- 
sions" over China's membership. The 
People's Republic of China, as 
Fujioka termed it, is “eligible to be- 
come a member under our charter" 
but at the same time he remarked that 
"Taiwan is a founding member of 
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ment,” he noted. ted. “Now is the age ot 
distrust of governmentalisation. But 
many conditions are necessary for 
privatisation. We must take into ac- 
count the political as well as econ- 
omic situation in a country." He 
added (in direct contrast to what the 
US is saying): “Privatisation must not 
be a prerequisite to lending money." In 
some cases — he noted ADB members 
Burma and Laos for instance — private 
forms of development were inappro- 
priate at present. The priority should 
be to foster development and to en- 
courage domestic savings so that local 
interests would ultimately be able to 
undertake ownership and develop- 
ment for themselves. 


hat view is probably nearer to 
i what most ADB members feel 
should guide ADF lending 
though they are not the ones who con- 
trol the purse strings, and Ohashi indi- 
cated that while Japan had brought 
forward some of its ADF contributions 
it would be reluctant to play a much 
bigger role in the fund, which is based 
on the principle of "burden sharing." 
There is probably more general sym- 
pathy for the US view so far as the OCR 




































good standing" whose wishes must be 
noted. Taiwan's central bank gover- 
nor, Chi-Cheng Chang, told the ADB 
meeting that applications by new 
members should be *made and pro- 
cessed independently without affect- 
ing the status and rights of any exist- 
ing member." 

Fujioka indicated that China had 
since mid-1983 softened its initial de- 
mand that Taiwan be excluded from 
ADB membership. But there was no 
agreement yet on what title change, if 
any, Taiwan would undergo, the pre- 
sident said. Some observers noted 
that a formula such as "Taiwan, 
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| USSI million contribution to the Tending to Vietnam 





activities of the ADB are concerned. 
Rogers spoke of the need to involve the 
private sector much more in "big in- 


dustrial infrastructures" and men- 
tioned specifically iron and steel mills 
and agribusiness. One ADB vice-presi- 
dent pointed out to the REVIEW that the 


China”. would ш with Peking's 
view of how it would like to see 


Taiwan designated after being re- | also 
d with the mainland, just as a | cive" 


Hongkong restored to Chinese sover- 


eignty after 1997 might remain іп the | 10 years, ago. Vietnam is ,still a 
прорва other bodies as "Hongkong, | member of the ADB, holding,some 


Taipei, however, is appa- 


realy sticking to its guns over | having had some US$3.93 mihina bi 


“China, Taiwan.” 
Ti obviously irritated Peking. A 


statement from China’s Minis- | tions of -US$40.4 million of which 


try of Foreign Affairs issued during 
the course of 


over the question of China's member- 
ship." 
ma 
: 


i" Sho came to Bangkok to make the 
case for Peking's admission, had 


reached an *understanding of princi- ch had “fulfilled its ba 8 
ple.” n tions to e bank." This was con 

уай holds a not insignificant | to the. s articles, he 
(in relation to many r mem- Мете projects had been sus- 
bers) 1.344% of the subscribed Ordi- | pended since the present 


nary Capital Resources (OCR) in the 


ADB and 1.919% of the voting power. from "he. *old puppet regime" in 
loans Quee (r named Ho Chi Minh City). 


It has. been allotted o 
of just over US$100 million. It has 
also contributed a nominal US$2 mil- 


lion to.the Asian Development Fund . economic mission to Vietnam... with 
(ADF) but has received no loans from | a view to restoring normal relations 
_ that source. (Hongkong, 
son, has subscribed just 0.328% of | country.” But Fujioka said that no- 

` OCR capital and has 0.707% MM thing.has changed in the past of bag 


by compari- 


votes. Hongkong has made a n 
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the ADB governors' | theend 


meeting deplored the “uncoopera- Mei RA Ae contin to М. 
tive attitude from certain parties | namese representative, Le Hoang, 


The issue consequently re- | the US$44.6 million approved {ог 

unresolved, the statement | lending to Vietnam when the govern- 
| even though China's Ambas- | ment of the South occupied the chair 
to the Philippines, Chen Song- | has so far been disbursed. 


eperations such as 
shipping. He also indicated that coal 
mining might be a suitable candidate 
for privatising in some developing- 
country members. 

The obstacle is that the ADB does 
not lend at all without a government 
guarantee and governments, as 
Fujioka pointed out in answer to a 
question from the REVIEW, usually pre- 
fer to guarantee: projects over which 
they have direct control. Where the 
ADB does lend to the private sector, it 
is generally indirectly, via so-called 
development-finance institutions, 


vate corporations in South Korea, al- 


ADB is now considering making loans 
without government guarantee — 
board approval may come in June — 
Fujioka added, though another bank 
Official pointed out that this would 
probably have to be done through a 
new affiliate if the ADB's credit rat- 
ing. among. its international bond 
holders is not to suffer. Even then, 
lending to private-sector entities will 
probably not exceed 10% of total lend- 
ing. 





ADF but again received no loans.) 
In res to questioning, Fujioka 
climate was “not condu- 








ing to ` 


0.78% of the OCR voting power and 


ordinary loans committed to it, Viet 
nam has committed no resources to 
' but has received loan alloca- 


ке was outstanding at 
984, according to the ADB 


TOM 


however, only some US$23 million of 


Hoang complained of the ADB's 
“unequal treatment" towards Viet- 


Government took over 


oang « He urged the 
ADB to "expedite the dispatch of an 


between the bank and its member 


hé obse c rema dili t 


though it has made direct loans to pri- | 








beit still government-guaranteed. The | 








‘the ADB's OCR lending is in some 


doubt meanwhile. The bank was able 
to increase its OCR lending com- 
mitments by 30% last year, to US$1.55 
billion, though mainly through an 
increase. in the size of loans made 
and the projécts thev financed. Most 
of this lending went to energy, trans- 
port and communications. It also 
managed virtually to double the co- 
financing it has attracted (to around 
US$1.16 billion) compared to the aver- 
age of the preceding five years. Nearly 
two-thirds of this was co-financing 
from official sources. Actual dis- 
bursements (as against commitments) 
of OCR funds declined by 1.8% last 
year, however, As ıa result of lack of 
local counterpart funds in countries 
such as Malaysia and the Philippines, 
while ADF disbursements rose nearly 


35% 
1 The first isthe method and timing 
of a special capital increase, de- 
signed to accommodate the desire of 
some Scandinavian and ADB develop- 
ing member countries to increase their 
capital subscriptions and voting power 
within the OCR. At present, the US and 
Japan each have 16.795% of OCR sub- 
scriptions and voting, which is around 
double the next-biggest members 
share (India with 7.8%). Unallocated 
capital. shares may solve part of the 
problem, but sorting out who ends up 
with what share finally still poses 
problems 
A further general capital increase 18 
due in 1987-88 and though negotia- 
tions have not yet begun, problems 
have already begun to loom. India is 
anxious to borrow from OCR and with 
its relatively large subscription and 
voting power looks a strong candidate. 
But the sort of levels India would prob- 
ably be talking about could strain the 
ADB's resources, especially if (as 
feared) they set a precedent for China's 
borrowing requirement. There is alsoa 
fear that including China and India 
among the borrowers could affect the 
ADB's Triple-A rating among invest- 


wo issues have to be ironed out. 


'ors. Indonesia is at present the biggest 


borrower of ADB ordinary funds, fol- 
lowed by the Philippines, South Korea 
and Malaysia 

The cost of OCR loans is causing 
problems for various developing- 
member countries. The lending rate 
was lowered fractionally last July but 
at 10.25% still compared badly with 
the cost of commercial loans. And some 
ADB sources are anxious over the pos- 
sibility of certain Southeast Asian 
countries being seduced by the offer of 
commercial loans on more favourable 
terms, and thus becoming over-indebt- 
ed. Fujioka indicated that some form 
of change in the lending rate 
methodology " implying perhaps a 
graded system of interest rate accord- 
ing to ability to pay — is under consid- 
eration at present. п 








ECONOMIC RELATIONS 


ummit is a ‘non’ event 


France’s ‘no’ to trade talks may damage Asia’s short-term 
trade prospects but promises wider reforms in future 


- By James Bartholomew in Bonn 


he Bonn Economic Summit of the 

six leading Western industrialised 
nations and Japan was a clear-cut fail- 
ure, at least as far as a key issue for 
Asia — was concerned. 

The big issue was the setting of a 
date for a new negotiating round of the 
General Agreement on Tariffs and 
Trade. The significance of this (in the 
view of most participants, including 
Japan), was that it would put a brake 
on the worldwide drift to protec- 
tionism. As such, the issue affects 
East Asia probably more than any 
Other area because of the region's 
unmatched potential to increase ex- 
ports. 

The main opponent to setting a date 
was French President Francois Mitter- 
rand. He objected because other Gatt 
members were not represented at the 
summit; he felt monetary reform was 
needed at the same time as trade 
liberalisation; the Common Agricul- 
tural Policy of the European Economic 
Community would be threatened, and 
because French agriculture in particu- 
lar would be threatened 

Other participants gave fewer and 
simpler explanations for his stand. 
They said he wanted to win votes at 
home. Mitterrand emerged on the last 
day, bloody from the verbal battering 
he had received from other leaders (he 
was reportedly close to tears at one 
point) but unbowed. He received a 
hero's welcome from the French 
press. 

Mitterrand's “non” may crucially 
obstruct attempts to reverse the past 
10 years’ drift to protectionism. Al- 
though France may be too small an 
economic power to hold back the rest 
of the world indefinitely, it can cause 


problems out of all proportion to its 
size for two reasons: 

» The American administration 
needed the announcement of a fixed 
date to hold back intense pressure in 
congress for protectionist legislation 
Without that fixed date, it will be 
much harder to keep congress in check. 
If congress now passes some of this 
legislation, the atmosphere of trust 
needed to roll back protectionism 
could be destroyed. 

» France can take the entire EEC with 
it. Although Britain and West Ger- 
many are in favour of a new Gatt 
round, both are members of the EEC 
which negotiates for them on trade 
matters. The EEC will not be able to 
таке: (һе necessary concessions on 
trade if France vetoes such conces- 
sions.'The EEC moves at the pace of its 
slowest member. 

The French veto is certainly grounds 
for pessimism. But there were other 
grounds both for pessimism and op- 
timism 

On the gloomy side, the summit 
brought to the fore the unlikely nature 
of the two main proponents of a new 
trade round — the United States and 
Japan. The curious thing about the US 
is that the American administration 
is apparently pushing for more free 
trade because, so officials argued, they 
are fighting internal protectionist 
pressure. There seems an inherent in- 
consistency in this idea — that a coun- 
try becoming more  protectionist 
should react by trying to free up its 
trade. 

Japan, meanwhile, is enthusiasti- 
cally supporting the American effort. 
Yet Japan itself is widely criticised as 
one of the most subtly effective prac- 





titioners of protectionism. There are 
grounds for scepticism about a trade 
round pushed by such proponents 

A second unhappy aspect is that if 
this set of leaders cannot succeed in 
fighting protectionism, then the odds 
are against their successors as well. 
The summiteers at Bonn were some of 
the most convinced free-traders the 
world is likely to get. Ronald Reagan of 
the US; Yasuhiro Nakasone of Japan; 
Margaret Thatcher of Britain, Helmut 
Kohl of West Germany and Brian Mul- 
roney of Canada are all believers in 
free markets. 

If they cannot persuade their coun- 
tries to follow through with free trade 
policies then the outlook is bad indeed. 
Most of the major political opposition 
parties in these countries are much less 
committed to free trade. 

On the optimistic side, there is the 
determination which the administra- 
tions of the unlikely duo, the US and 
Japan, seem to be showing. US Trea- 
sury Secretary James Baker said after 
the French veto that "if we don't get 
there [to a new trade round in 1986], I 
think it's the position of the US [that] 
we need trade liberalisation, we need 
to resist protectionism. And I think 
it’s our view that we would sit down 
with those countries that would sit 
down with us . . . We're still very 
determined to negotiate trade liberali- 
sation." 


eanwhile, a senior Japanese official 
told the Review that he believed 
the new Gatt round would be started in 
1986 anyway. He even was confident 
that, eventually, France would join in. 
He said it was not necessary for France 
to go along with it in the first instance. 
(France had held out against the previ- 
ous round of talks for a considerable 
period, only to make a compromise at 
the last moment and join in.) 
Most of the leaders put a brave face 
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on the summit's failure and said that at 
least they had, by a majority, made it 
plain that they wanted a new round 
quickly. The leaders claimed to believe 
that. this would provide enough 
momentum. 

But what if France continues its 
‘stand and keeps Europe out of a trade- 
liberalising process? It does seem pos- 
sible, at least, that the rest of the world, 
or those that want to, might go ahead 
anyway. The US could probably per- 
suade Japan, Canada, South Korea 
and several countries in Asean to join 
in a new trade round. Everyone hopes, 
and more or less believes, that a new 
Gatt round will succeed and Europe 
will be involved. But what if that does 
not work out? 

Mulroney was asked by a radio in- 
terviewer whether fading chances of a 
new Gatt round next year might ac- 
tually help Canada because it would 
make the US concentrate on liberalis- 
ing trade with those who were willing, 
including Canada. Mulroney replied: 
“My own guess is that there is going to 
be a new round next year. But you're 
quite right. Should that fail . . . the 
corollary will be benefits for Canada 
and, for example, to some of the Pacific 
Rim countries." 

A "Pacific Rim Trade Round" is not 
yet a probability, but it emerged at the 
summit as a distinct possibility. 

Since the Gatt round issue domi- 
nated the summit to such an extent, the 
other dogs which were expected to 
bark did not. "Japan-bashing" was 
certainly on the unofficial agenda. At 
the outset, the British suggested that 
the Japanese had had it coming to them 
for a long time and this time they were 
going to get it. The British also made it 
clear they considered the market- 
opening measures announced last 
month as being timed to defuse criti- 
‘cism. The implication was that this 
well-worn Japanese tactic would not 
work this time. But, in the event, it was 
not put to the test. 

Some of the Japanese press said 
Nakasone had been lucky that the Gatt 
issue had taken the pressure off. But it 
was also true that Nakasone was per- 
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ceived by most of the participants, 
especially the US, as a genuine fighter 
for more imports. They prefer to sup- 
port him, hoping their backing will 
help him in his domestic politics. 

As with the other leaders, Nakasone 
and his staff played up his personal 
role in the summit to make him look 
good at home. He was credited with in- 
tervening between Mitterrand and 
Reagan at the height of an emotional 
exchange. According to one report, 
Nakasone reminded them that they 
were world leaders (and, implicitly, 
such emotional exchanges were unbe- 
coming to people of their position). Ac- 
cording to a senior Japanese official, 
Nakasone's intervention was quite à 
long speech whose very length led to a 
reduction in tension. In both versions, 
Nakasone appears to have reflected a 
typically Japanese approach. But that 
he intervened at all suggests greater 
confidence than most Japanese leaders 
have shown at previous summits. 


akasone also made the suggestion 
that in 1986, when the summit is in 
Tokyo, Australia should be invited to 
join — reflecting the growing impor- 
tance of the Pacific basin, A decision 
does not yet appear to have been taken. 
The Japanese may be glad of any dis- 
traction at the next round. It may well 
be that the bashing has not been can- 
celled but postponed. Over the next 
12 months, Japan's current-account 
surplus may rise to greater heights. 
Europe also got off lightly. It was ex- 
pected to be pressured to take up the 
slack in world economic growth now 
that US growth has peaked. But 
memories of the 1978 summit, also in 
Bonn, at which West Germany and, to 
some extent Japan, agreed to take on 
this role only to end up with current- 
account deficits and inflation after the 
second oil shock, made this pressure 
fizzle into nothing. Leaders more fi- 
nancially conservative than Kohl and 
Thatcher would be hard to find. They 
announced even before the summit 
started their firm decision not to do 
any "locomotion." Since the US ad- 
ministration is also financially 





omy’ s slow growth in the first qua 






would not be typical of the year ahea 
The Japanese certainly held to this 
view, which is based in part on recent. 
faster money-supply growth, and it 

part on the belief that demand will not 
go as much into imports in the e 
and third quarters as it did in the firs 
The British were perhaps more frank - 
than the others: Chancellor of ny 
Exchequer Nigel Lawson repeated hi: 
view that US economic policies m 
ticularly the budget and currere 
account deficits) would "end in tears." 

Another dog failed to bark because ii 
was firmly muzzled. This was the 
French proposals on monetary reform. 
At first it seemed that the French — 
might be prepared to do а deal on the” 
Gatt round if they were offered pro- 
gress on monetary reform. But the . 
French withdrew from this linkage, 
possibly because they feared the others 
would agree. There might then have 
been some sort of monetary conferen 
— which might easily have decided to 
do nothing. Meanwhile, the French ; 
would have been saddled with an ear 
Gatt round which they most e 
did not want. So monetary reform 
left where it already was in 
framework of the  Internation 
Monetary Fund. A report will be made 
to the Group of 10 meeting in Tokyo f 
June and reviewed by the Interim 
Committee of the IMF at its annua 
meeting in Seoul in October j 

Most of the summit countries do not 
really believe that anything very sub- 
stantial will result. They recognise th 
damage that the rise of the US dollar 
has done, but see little hope of being 
able to do much about that or whatew 
major currency swings the future 
bring. According to the Japanese, t 
process of liberalisation of financi 
markets currently underway in Ja 
and elsewhere runs counter to succes 
ful management of exchange rates, _ 

There may be some changes — such 
as public monitoring of countries Y 
the IMF even when they are not bor- 
rowing from the IMF. But the majority 
view seems to be that a return to fixed | 
exchange rates is simply not on. 14 

With this background of scepticism 
and with France making itself un- 
popular by being the holdout of 
summit, Paris had no chance of p 
suading the others to support its p 
idea of a new monetary order. Not th: 
the French were too worried, They- 
were jubilant about the success of their 
spoiling tactics on trade. They consi- 
dered they had won. 

But time may show that all countries _| 
were losers at this summit and, in the 
end, none more so than France and _ 
Europe. If they persist in their protec- 
tionist drift, their relative economic 
decline compáred to East Asia is likely 
to accelerate. 
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Sermon from the bank 


The World Bank warns Indonesia that it must choose its 
fiscal path with care or pay the penalty of stagnation 


By Lincoln Kaye in Jakarta 


he World Bank's latest annual 
country report on Indonesia has 
taken on an even more proselytising 
tone than in previous years. There are 
all the key players for a drama of mis- 
Sionaries, converts and unbelievers. 
Those with the mission are the seven 
bank staffers who co-authored the re- 
pr. four of whom are resident in what 
as become the bank's second-biggest 
client country. Their faithful flock 
comprises the Jakarta government's 
foreign-trained technocrat policy- 
makers, many of them even more de- 
voted than the World Bankers them- 
Selves in their adherence to the teach- 
ings of free-market economics 
(REVIEW, 25 Apr.). 

Still unredeemed, though, are a few 
cabinet stalwarts. Their old protec- 
tionist nostrums are bedevilling In- 
donesia’s struggle to diversify its trade 
mix away from the slumping oil-and- 
Bas sector, which still accounts for 
70% of exports. Filling the pews back 
in The Hague, where the collection is 

aken up each June to bankroll In- 
donesia's economic enlightenment, are 
the congregants of the Inter-Gov- 
emmental Group for Indonesia (IGGI) 
consortium of foreign-aid donors. 

In classic pastoral fashion, the 
World Bankers started their 23 April 
encyclical with a paen of praise for the 
labours already accomplished in the 
mission field. In the past couple of 
years, Indonesia has slashed its cur- 
rent-account deficit from an alarming 
8.4% of gross national product toa far 
more manageable 2.4% in fiscal 1984- 
85 (ended 31 March). Overall, gross 
domestic product notched up a growth 
rate of 6.5% (in 1981 prices), almost 
half again as fast as in the preceding 
fiscal year. 

A Rps 900 billion (US$803.6 million) 
boost in export earnings from liquefied 
natural gas (LNG) provided much of 
the current-account upturn, but the 
bank was also heartened by the Rps 
500 billion increase in non-petroleum 
exports. The GDP contribution from 
this sector rose by a respectable 4.4%. 
The better-than-expected GDP and 
current-account performance allowed 
Indonesia to accumulate US$10 billion 
in foreign reserves, representing seven 
months’ import cover. 

rovernment savings piled up apace, 
increasing at a rate of 38% over the 
fiscal year — a heftier growth than 
planned in the budget. LNG-swollen 
revenues weighed in 10% above tar- 
get. Expenditures fell 8% below 
budget, though, owing to project-im- 
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plementation bottlenecks created by 
stringent local-content stipulations 
and red tape. As a result, the fiscal im- 
pact of government operations over 
1984-85 was less expansionary than 
intended. 

This had the welcome effect of keep- 
ing inflation below 4%. Not so wel- 


come, however, was the stagnation in 
public investment, especially when 
coupled with a slump in private indus- 





trial investment as well. Indonesian 
capitalists would just as soon keep 
their funds in offshore Asiadollar ac- 
counts, when faced with manufactur- 
ing overcapacity, flagging demand and 
soaring rupiah interest rates in the 
wake of earlier banking reforms and 
currency devaluations. 


investors in Indonesia's development 
drive, the World Bank argues that 
more deregulation is needed. 


hat is where the report begins to 
preach. After praising the recent, 
sweeping revamp of the customs, tar- 
riff and harbour systems (REVIEW, 25 


| report 





To re-enlist | 
domestic entrepreneurs and foreign | 





"backsliding" on this and other re- 
forms. Then they call for “an early 
rationalisation of industrial and trade 
policy" to eliminate the "implicit sub- 
sidies" that keep many of Indonesia's 
inefficient domestic industrial enter- 
prises afloat at the direct expense of 
consumers. 

Even more explosive, according to 


| seasoned Jakarta-watchers, is the ros- 


ter of “subsidised” industries that the 
cites. "Any knowledgeable 
business observer can go down that list 
item by item and tell you whose ox 
could be gored if the bank's advice 
were heeded," claimed one consultant. 
“And some of the potential losers are 
relatives or protégés of political fig- 
ures at the very pinnacles of power. 
Even to spell out that list was pretty 
braveon the World Bank's part. To fol- 
low the report's 
prescriptions 
would be almost 
impossibly brave 
for the govern- 
ment.” 

Nonetheless, 
in а departure 
from the more 
oblique style of 
previous years, 
the latest report 
does not flinch 
from blowing the 
whistle on spe- 
cific. industries. 
“In some cases,” 
the report noted, 
“domestic value 
added, when 
measured in in- 
ternational 
prices, is nega- 
tive." That means 
it costs more to 
mobilise local re- 
sources and. im- 
port components 
for such goods as 
colour TV sets, 
generators and 
shock absorbers 
than it would to 
buy the finished 
goods directly in 
the world mar- 
ket. 

The use of quantitative ceilings and 
licensed import monopolies to control 
the inflow of certain categories of 
goods is singled out for special men- 
tion. The list of items subject to these 
constraints has lengthened alarmingly 
since 1982, in the World Bank view, to 
now include such key items as steel, 
paper, food, tyres, cars, motorcycles, 
tractors and earthmoving equipment. 

What is worse, the report added, is 
that the quotas are increasingly 
applied upstream to intermediate 
goods, which further discourages in- 
vestment and has a multiplier effect on 
the costs borne by end-users of 
finished products. This dampens 
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Australia can supply the machinery, equipment, instrumentation, 
know-how and experience. Anything necessary to solve a problem or 
fulfil a requirement at any stage of the water cycle. 


Australians had to develop an advanced water resources technology 
because Australia is the flattest and driest of the continents with a sparse, | 
unreliable rainfall, harsh conditions and huge distances. All of which 
made water a very precious commodity. The Australians became highly 
skilled in finding it and drilling for it. They became experts in the storage, 
pumping, distribution, and treatment of water for human consumption. 
Also in the collection and treatment of domestic and industrial wastes. 

_ Апа in irrigation, drainage, flood control, recreation use. 


For more information on Australian suppliers and their expertise, contact 





the Australian Trade Commissioner. 





Australia can help you find it, 
treat it, handle it, use it. 


| Jakarta 33 0824. te 


Tokyo, 582 7231-9, telex 242 2885. 
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the Australian Trade Cornrrnasions 
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Hong Kong, 5-731881, t 
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New Delhi, 60 1336, tele 
Osaka, (06) 271 7071, te 
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Shanghai, 56 3050 ext 20 

telex 33312 AUSCG 
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domestic demand and undercuts ex- 
port competitiveness — the opposite of 
what needs to be done in a country that 
must urgently expand its manufactur- 
ing base and diversify its exports. 

The report uses economic models to 
project outcomes of alternative policy 
approaches — a customary exercise for 
World Bank country reviews. But this 
year, the contrast between economic 
salvation and perdition is more sharp- 
ly etched than before. 

The "base case" scenario presumes 
inflation-adjusted oil prices that stay 
flat through 1987, rise just 1% yearly 
for the next three years and then in- 
crease 5% a year throughout the 1990s. 
Against this backdrop, the report pro- 
jects that, after the current fiscal year, 
Indonesia will be able to maintain 
4.5% GDP growth (in 1981 prices) 
through the mid-1990s, average nearly 
5.5% fixed-investment growth over 
the rest of this decade and pare its cur- 
rent-account deficit down to just 1.596 
of GDP yearly. 

More importantly, from the 
standpoint of the bank's own concerns 
and those of the IGGI, Indonesia's 
debt-service ratio (interest and princi- 
pal due on outstanding foreign debt di- 
vided by foreign-exchange earnings) 
will weigh in at 22.1%. The ratio is 
widely watched as an indicator of a 
country's ability to cover its obliga- 



























By Anthony Rowley 


мш, in the Philippines is ex- 
pected to plunge to an annualised 
rate of around 15% towards the end 
of 1985, compared with a rate of 50% 
for the whole of 1984, according to 
Prime Minister Cesar Virata, who is 
also minister of finance. During a 
press briefing on 2 May in Bangkok 
| (where he was attending the annual 
meeting of the Asian Development 
Bank) Virata also predicted a sharp 


monetary stringency this year. 
According to Virata, inflation had 


March (against a peak of 63.8% 
reached last October) and is continu- 
ing to decline. “We expect the infla- 
tion rate by the end of the year to be 
15%,” he said. Assuming that interest 
rates were maintained at a “real” 
level of around 5% by then, that 
would allow interest rates (defined as 
the Manila Reference Rate or deposit 
rate) to drop to around 20%, he 
added. In normal times, this rate hov- 
ers around 17-19% but has been a 
good deal higher recently. 

If these forecasts prove correct, 
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fall in interest rates and an easing of 


fallen to an annualised rate of 39% by. 
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CHOOSING A PATH 


Economic performance under alternative 
export growth and oil price scenarios 
(1986-95 World Bank projected averages) 


Real annual growth (%) 


Non-oil exports 
GDP 
Non-petroleum GDP y i 
Exports ^ E 
Imports 
Total debt (US$ billion) 
Debt-service ratio (%) 
Current-account deficit 
(% GNP) 


Low case | Scenario III 
EE 





Note: Base case and Scenario III assume 1% annual real in- 
crease in oil prices through 1980s followed by 5% yearly 
through 1995. The low case assumes no real oil-priceincrease 
real increase yearly through 


through 1987, followed by 2% 
1995 
Source: The World Bank 





tions with foreign-exchange earnings. 
Although 22% is high by the standards 
of the industrialised world, it is re- 
garded as manageable for a developing 
country with a strong credit rating. 
All this is achievable provided In- 
donesia clears up economic bottle- 


necks, boosts private investment, 
steers clear of import-intensive pro- 
jects and — above all — keeps its 


non-petroleum exports growing at a 
rate of 7% a year. If non-petroleum 
exports continue growing at no better 
than their current rate, though, the 
model shows a far less sanguine pic- 


The great disinflation 


Manila is predicting sharp improvements in several 
key economic indicators this year 





Virata: predicting a plunge. 


they should bring considerable relief 
to the Philippines economy in general 
and to business in particular, which 
has been paying up to (and more 
than) 50% interest on borrowings in 
recent months. Virata credited tight- 








ture: GDP growth flags, 
much-needed imports 
must be forgone, debt 
mounts and the debt- 


service ratio nudges 
closer to credit-crunch 
levels. 


Low growth in non- 
petroleum exports would 
be far more devastating 
than worse-than-expect- 
ed oil prices, the model 
shows. As long as Indone- 
sia can keep non-petro- 
leum exports growing at a 
rate of 8?5,it can weather 
relatively unscathed a 
"low-case" scenario of 
further oil-price erosion 
followed by only sluggish 
recovery in world oil markets. 

One often-raised justification for 
protectionist restrictions is to foster 
employment. In a country of 160 mil- 
lion people with a 65 million-strong 
workforce, this argument carries spe- 
cial weight. But this year, the World 
Bank seizes the initiative on the labour 
question, devoting the entire latter 
half of the report to employment pro- 
jections. It argues for stepped-up light 
industrialisation of overpopulated 
Java, accelerated transmigration and 
agrarian-development programmes 
for the outer islands and concentration 


money policies as the chief factor be- 
hind the fall in inflation. He said the 
Philippines had suffered episodes of 
sharp inflation in the past, notably at 
the time of the 1970 major eso de- 
valuation and the first oil shock in the 
«іу 1970s. Manila does not пог- 
_ mally seek to suppress inflation so it 
usually “ialis as 
" rapidly as it 

{ rises, he said. 
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| ily from the central bank. However, 

most of that borrowing was liquid- 
ated by May 1984. V 

Pressed further on the extent to 

. which the Philippine Government 


might have primed the money 
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of government investment in labour- 
intensive (and low-import content) 
infrastructural development projects. 

Claiming “a high degree of com- 
plementarity between employment 
needs апа... a more efficient and ex- 
port-oriented pattern of growth,” the 
report projects that the economy, if 
properly managed, will be able to ab- 
sorb 17 million new entrants to the job 
market during the coming decade. But 
if policymakers lead Indonesia into the 
quagmires, the report warned, 4-5 mil- 
lion more people could wind up jobless 
— with the social unrest that that 
implies. 

The World Bank wound up its ser- 
mon by passing the plate: under the 
“base case,” Indonesia will need 
US$5.2 billion a year for the next three 
years in public-sector borrowings. Asa 
means of controlling the purchase of 
high-ticket capital imports, the gov- 
ernment has imposed a US$1.5 billion 
ceiling on trade credits. Not much 
more than US$1 billion in capital- 
market borrowing is considered pru- 
dent. Indonesia is currently in the mar- 
ket for a US$400 million Euroloan 
(REVIEW, 18 Apr. That leaves the 
lion's share to be borne by the aid- 
donor countries. The report called for 
an average of US$2.5 billion in yearly 
commitments over the next three years 
by the IGGI п 





































in advance of elections, Virata simply 
noted that the government was cur- 
rently “deliberating on an electoral 
code covering all officials up to the 
rank of the president,” which should 
be in force by the time of elections 
next year. 

Virata also said that the Interna- 
tional Monetary Fund, from which 
Manila hopes soon to draw the second 
tranche of a standby credit facility of 
615 million special drawing rights 
(SDRs, equal to US$607 million) now 
that rescheduling of commercial 
debts has been agreed on with a 
consortium of international banks 
(REVIEW, 9 May), is “very much satis- 
fied” with Manila’s economic pro- 
gress. He also confirmed that the 
IMF is now “relaxing its monetary 
targets” for the Philippines. 

Asked by the Review whether such 
relaxation might not re-ignite infla- 
tion, Virata replied: “I don’t think 
so.” He said that if the Philippines 
could take advantage of the relaxed 
monetary stringency to produce more 
basic commodities and take up pro- 
ductive slack in the system, this 
should absorb the extra money and 
prevent inflation. Virata claimed that 
all foreign service payments from the 
Philippines, including royalties, in- 
surance premiums and stock di- 
vidends should “be out by the end of 
this year.” Rules on capital remit- 
tances would remain in force, how- 
ever. 
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There’s more to cargo handling than just pulling strings. 


These days, the ‘strings’ that unload the 
containers are most likely strung beneath our five 
gantry cranes. They re the last word in container 
handling hardware and part of the reason why, at 
Port Rashid, we consistently achieve such rapid 
turnaround times. Of course, without the necessary 
support equipment and the requisite expertise, 
we'd still be at container one. But with our straddle 
carriers, ro-ro tractors, terminal tractors and а 
full complement of forklifts - plus some of the most 
experienced and skilful operators in the business - 
discharge rates of 78 containers per hour utilising 
two cranes are quite within our compass. 


C terisati 

Complementing the hardware, Port Rashid's 
progressive computerisation has resulted in the 
simplest and most streamlined documentation 
system in the world. A printout detailing every 
container loaded onto a vessel is available within 
24 hours of sailing and shipping agents are supplied 
with regular printouts showing the status of their 
containers in the port. 

Naturally, our capability isn't confined only to 
containers. General cargo receives the same 
efficient attention and our warehousing is extensive 
in both capacity and mode of storage including 
duty-free. 


Ports and people 


Port management is a very people-oriented 
business and dedicated to maintaining Port 
Rashid's position as the busiest port in the Gulf is 
a highly experienced management team controlling 
a skilled workforce. Sophisticated management 
techniques ensure that the port operates at peak 
efficiency and a pre-booking system guarantees 
that all necessary ground equipment is available 
when the ship arrives. Quick turnarounds mean 
that consignes get their goods fast and shipowners 
don't suffer the economic consequences of having 
their vessels delayed. 





Why you should ship Port Rashid 

Dubai is located on the Northwest coast of the 
United Arab Emirates. A major port of call for 
over six centuries, it has become the most 
important trading centre of the Federation Port 
Rashid is at Dubai's doorstep, her gateway to the 
world and a port served by around fifty shipping 
lines bringing in goods from all over the world 
There are modern road networks connecting with 
the major commercial centres of the Middle East 
and reliable relay services to other ports on the 
Arabian Gulf and neighbouring countnes 

Port Rashid offers facilities that generally exceed 
international standards for the loading and 
discharge of vessels and a full range of services is 
available including quayside fresh water 
bunkering, ship repair and chandlering, container 
repair, 24-hour pilotage and crew changing 
facilities. 
For more information, contact Port Rashid Authority, 
P.O, Box 2149, Dubai, United Arab Emirates. 
Telephone 451545, Telex 47530 PRA EM 
or our US Agent: Mr. Donald Vogler, 
Keppel Marine Agencies Inc., Suite 1561, 26 Broadway, 
New York „NY 10004. 
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New air 





By Charles Smith in Tokyo 


he recent Japan-United States ne- 
gotiations on trans-Pacific air ser- 
vices, which saw Japan Air Lines (JAL) 
loose its national monopoly on inter- 
national air services, was "policymak- 
ing by default," in the view of one em- 
bittered insider. The new US-Japan 
agreement allows a Japanese cargo 
airline, Nippon Cargo Airlines (NCA), 
to start flying the Pacific and thus di- 
minishes the imbalance in the US’ 
. favour in the handling of one of the 
~ busiest air-freight routes in the world. 
In return for the NCA concession, 
Japan agreed to US insistence on a 
= major expansion of passenger ser- 
— Vices across the Pacific and on the 
| popular tourist route to Micronesia. 
- The expansion is 
not so much a gain for 
— the US — though any 
— number of US air- 
— lines seem to be 
queueing to start fly- 
— ing the new routes 
— but an end to the 
_ long-standing mono- 
"poly of JAL on 
— Japan's international 
— air traffic. This could 
— open up a can of 
worms for the Japan- 
| ese civil-aviation authorities, as JAL’s 
| privileges on international routes are 
— offset by tight restrictions on its rights 
to fly domestic routes. 
__ The provisional agreement with the 
a US explicitly states that two airlines 
— from each country will serve the routes 
to Guam and Saipan, in the Marianas 
Islands, that will be opened up from 
n year, while as many as three may 
— fly newly opened trans-Pacific routes. 
— Since Japan only has three airlines, it 
becomes almost certain that All Nip- 
“роп Airways (ANA) and Toa Domestic 
Airlines will fly scheduled trans-Paci- 
_ fic passenger routes by 1986 or 1987. 
Under the terms of the agreement, 
басһ country will operate 21 more 
— trans-Pacific flights a week as a result 
— of the “provisional agreement" on air 
services reached on 30 April. The 
7. flights may either be to points already 
_ served (such as Honolulu or Los 
- Angeles) or to new US destinations. Up 
— to eight US companies are likely to 
- have Pacific operating rights by 1989. 
In the case of Japan, ANA is expected 
_ to make its debut as an international 
air carrier. The new routes will be in- 
troduced between now and 1989. 
The provisional agreement allows 
for the start of small-package freight 
services by both the US and Japan. 
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-A US-Japan agreement which undercuts JAL looks like 
punishment for the airline's ‘arrogant’ management 
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Federal Express, the major US small- 
package carrier, is expected to fly the 
route. Japan may not exercise its op- 
tion in this category, but NCA (which 
will carry only freight), was due to 
begin flights from the second week of 
April. (The beginning of operations 
was held up by the bilateral flight 
talks.) NCA will be allowed to operate 
six services a week giving it roughly 
10% of the Pacific airfreight market. 


move to deregulate civil aviation 

in Japan, in line with the freeing up 
of telecommunications and finance, has 
been under way for some time but until 
very recently it looked as if the Minis- 
try of Transport would take years to 
face up to the explosive issue of JAL's 
international monopoly. But the com- 
bination of having been in a tight 
corner so far as the bilateral talks were 
concerned and a rising sense of impati- 
ence with JAL's “arrogance” seems to 
have persuaded the government to act 
swiftly (if not prematurely). 

The problem with the US 
negotiators was that Japan civil- 
aviation authorities rashly authorised 
the start of NCA's Pacific services be- 
fore winning agreement from the US. 
Having done so, as long ago as August 
1983, the Transport Ministry either 























they could get. The 
Americans took advantage of this to 
force through an agreement which 
drastically weakens the principle of 
regulation and means (in the words of a 
US negotiator) that the two sides now 
have "virtually the same philosophy" 
so far as the management of Pacific air 
routes is concerned, 

Impatience with JAL can be traced 

through a number of recent incidents 
involving more or less serious show- 
downs between the national flag-car- 
rier and the Japanese Government. 
Early this year, JAL president 
Yasumoto Takagi was called in by 
Transport Minister Tokuo Yamashita 
and told that the government (which is 
JAL's largest shareholder) would veto 
his second two-year term if he con- 
tinued making unconstructive state- 
ments about the attempt to launch 
NCA (one of whose shareholders is 
JAL's arch-rival, ANA). Takagi said he 
has stopped "all-out" opposition to 
NCA but is not troubling to pretend 
that he welcomes it. 
JAL has also been in 
trouble with the gov- 
ernment over its fail- 
ure to send a rescue 
flight to pick up Ja- 
panese refugees from 
Teheran, when the 
Iran-Iraq war reach- 
ed a critical stage in 
March. JAL watchers 
say that the line's 
operational staff 
were ready to de- 
Spatch a flight. but 
somehow a decision was never final- 
ised at board level. While top manage- 
ment dithered, Turkish Airlines air- 
lifted Japanese residents out of danger, 
prompting Japan's foreign minister to 
note pointedly that the country “does 
have other air lines besides Japan Air 
Lines." 

A third and final reason why JAL's 
interests may have been overlooked in 
the latest deal with the US is that the 
airline has never "taken in" as many 
retired Ministry of Transport bureau- 
crats as ANA. Ex-ministry men with 
senior jobs in JAL reportedly number 
about 30 compared with ANA's 200- 
300, and Takagi himself is not one. 

JAL's problem now is to try to re- 
coup at home the ground it seems likely 
to lose overseas, but this will not be 
easy. In 1984, the airline came within 
sight of winning passenger pick-up 
rights on the domestic legs of some of 
its international routes, a privilege 
which would allow much greater free- 
dom of competition with ANA inside 
Japan. JAL thought it had its pick-up 
rights when a senior Transport Minis- 
try man undertook to give sympathetic 
consideration to its request, but by 
early 1985 the official had been re- 
posted and his successor reportedly 
“knew nothing” about the situation. п 
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€ HONGKONG S best-known busi- 
 nesswoman, Legislative Councillor 
dia Dunn, made headlines for her 
ave and principled" stance in ab- 
aining from voting on 1 May on the 
5 Appropriations Bill on the 
unds that the financial secretary 
not answered her questions 
it the budget. The gesture was al- 
st unprecedented. More on that in 
a minute. Meanwhile, Shroff won- 
whether Dunn's energies might 
be put to keeping shareholders of 
e Pacific, of which she is an exe- 
ve director, better informed. 
wire's accounts for 1984 show 
operating profits from its 70%- 
ed airline, Cathay Pacific, and 
ated catering activities, rose 30% 
1.01 billion. This was hardly 
rising given that the airline in- 
is close to the peak of a cycle, 
h Cathay reporting a 25% increase 
operating revenues. Overall, 
e's net income rose 25% to 
1.048 billion. 
wever, the accounts show a 
opping HK$379 million profit de- 
from sales of two Lockheed 
aircraft for HK$601 million. 
l'he planes, which had been depre- 
ited to well below their current 
; were simultaneously leased 
k. There are tax benefits from 
'asing, and cost benefits from access 
ә low-interest yen financing. Still, 
much of Cathay's existing or or- 
d fleet already leased rather than 
ied, some doubts must exist over 
ther the practice can be taken too 
More important, however, is 
ether the latest sale and lease- 
was done for sound reasons or 
to boost the bottom line. 
wire has met its forecast made at 
time of the takeout of the 27% 
ire Properties minority last vear. 
then it said only HK$190 million 
of a forecast net profit of 
$1.025 billion would be from 
ed-asset sales. In fact they totalled 
$420 million. Has some part of the 
up been doing much worse than 
ected? Cathay's recurrent earn- 
gs have been hurt by the strong US 
nd Hongkong dollars. And the cur- 
ency problem is being felt more this 
than last. So what is it, Dunn? 
d what are prospects for 1985? 
1 more aircraft be sold? If so, how 
у will be left to sell in 1986? And 
Should shareholders assess the 
mplex impact of changes in lease 
| payments, deferred liabilities, reten- 
| tions, depreciation, interest and debt 
| caused by the sale and lease-back? 
© ONE of Dunn's chief complaints 
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against Financial Secretary Sir John 
Bremridge was that by not including 
the Mass Transit Railway (MTR) and 
Kowloon-Canton Railway (KCR) as 
part of the public sector, government 
accounts were misleading. As the 
REVIEW has been drawing attention 
to the MTR debt for the past several 
years, Shroff can hardly object to 
Dunn's questioning. But why has she 
suddenly become so exercised about 
something she has never previously 
bothered to question? And what, 
Shroff asks, has she, as a member, 
until very recently, of the board of the 
Mass Transit Railway Corp. (MTRC) 
and KCR been assuming. Both are 
supposed to operate as commercial 
entities. Their equity is held by the 
government but they are not depart- 
ments of government. Yet under the 
aegies of Dunn and fellow board 
members, the MTRC is heading to- 
wards a debt of morethan HK$20 bil- 
lion on an equity base now a paltry 
HK$2.8 billion and likely to falling 
further, as interest on the about-to- 
be-opened Island Line can no longer 
be capitalised. It will lose more in 
1985 than 1984's HK $545 million. 

The appointed guardians of the 
public interest on the MTRC board 
have been borrowing huge sums (only 
a portion of which are government- 
guaranteed) on the assumption that 
the government will bail it out. No 
wonder some may want to bury it in 
consolidated government figures. 
The corporation's latest annual re- 
port expresses concern at the deple- 
tion of shareholders’ funds and men- 
tions the possibility of them becom- 
ing negative. The government must 
do something to replenish sharehold- 
ers’ funds, the board insists. While 
preaching restraint, Dunn and Co. 
have been practising profligacy. 

The government has been turning a 
blind eye to MTRC problems. But 
what has Dunn, member of Legco and 
the MTRC board from August 1979 
until just six weeks ago, been doing? 
Now she asks Bremridge: “What are 
the likely financial needs of the 
MTRC and other statutory copora- 
tions?" Good question. But one that 
she should be helping to answer. 

Dunn, never at a loss for public ex- 
posure, gets full marks for politicking 
but zero for any claims to succeed her 
former fellow Swire executive as fi- 
nancial secretary. For the first time in 
memory, Shroff finds himself with an 
ounce of sympathy for Bremridge, 
who never went to charm school and 
thus could not be accused of learning 
his public finance there. 
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Dunn apart, 

there is another 
link between 
Swire and the 
despised budget. 
Bremridge pro- 
mised to “limit 
the opportunities 
for tax deferral 
through lever- 
aged-leasing ar- 
rangements for 
equipment used 
offshore and so- 
called ‘sale and 
leaseback' de- 
vices in general." What does Dunn 
think of that one? 
* THE curious case of Evergo Indus- 
trial Enterprise has been another set- 
back for industrial stocks, and a par- 
tial victory for anonymous letter 
writers. But maybe there is a silver 
lining. The story is briefly thus. On 23 
April, a letter attributed to anony- 
mous "Existing employees" was circu- 
lated to brokers alleging that Evergo 
has suffered large foreign-exchange 
losses, had numerous trading prob- 
lems, and that profits for the year 
ended March were a fraction of those 
projected. The detail of the allega- 
tions save them some credibility. 

Rather belatedly, the shares were 
suspended till directors, through 
N. M. Rothschild, came out with a 
statement admitting extraordinary 
exchange and share-dealing losses of 
HK$20 million which were attri- 
buted to the company's previous 
board, removed in February. Exclud- 
ing these, profit was estimated at 
HK$70 million. Of course the bad 
mouthing took its toll, particularly as 
the rebuttal was not as complete as it 
might have been and contained some 
gaps. The requoted shares are now 
languising at 85 HK cents against a 
year's high of HK$1.65. And the letter 
writers have so far got away with 
what looks like a serious case of mali- 
cious libel. But the background is 
slightly more encouraging. 

The replacement of former chair- 
man and managing director Joseph 
Lau with his deputy appears to have 
come about at the initiative of in- 
stitutional shareholders, who had be- 
come unhappy with the management 
of Lau, a high-stakes market player. 
Lau's 20% was bought out by the in- 
stitutions at HK$1.54, giving them 
effective control. That buyout now 
looks expensive, but did indicate a 
willingness unusual in Hongkong to 
defend what the institutions saw as 
shareholder interests. 


















































































LONGER IN 
CHINA. 





STRONGER ON 
SERVICE. 








The markets of China have never been more important information, introductions and advice on trading regula 


than they are today. tions, tax legislation and other matters. As well as 
And when you're considering their opportunities, con- comprehensive banking service that's linked to our net 

sider this as well of more than 2000 branches in over 60 countries 
Standard Chartered Bank has been continuously active the world 

there, for 125 years (longer than any other international In fact, wherever you're based, and whatever you 


bank). This gives us something of an advantage, when it terest in China today, you'll find that the Standard Chart 
comes to identifying business opportunities, foreseeing com- | service whether it's trade or project finance, foreigr 


plications- and providing highly practical solutions change or international cash management, merchant bar 
Its an advantage that's at your service facilities, or simply background information and advice 
As, also, are our offices in China: a full branch in make all the difference 

Shanghai, plus representative offices in Beijing, Guangzhou And it's a difference that can show up strong 


and Shenzhen- each equipped to provide up-to-the-minute bottom line 


Standard £z Chartered 


SS a aram T ot 


Direct x ei vm 


Standard Chartered Bank Head Office: 10 Clements Lane, London EC4N 7AB 








We treasure each encounter. 





To China Airlines each encounter пис! 
mere chance. So we make sure 
we're ready to give you only the 
best 

Our cabin crew give you warm 
respectful attention, our fleet is 
modern and new. And every 
member of our staff, even those 
you never meet work together to 
turn your flight into an event, not 
merely a matter of getting from one M 
place to another 
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When in Bangkok, 
people have come to expect the very best at 
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That's why they expect to find a copy of the current 
Far Eastern Economic Review 
available in every Landmark Room. 
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Healthy profitability maintained in 1984 


Fee-earning business expanded 
Balance sheet structure further improved 


Commerzbank again achieved outstanding results in 
1984. Its continued good performance strongly reflects 
significant further improvements in its balance sheet struc- 
ture. Above all, the Bank considerably stepped up its cus- 
tomer business both at home and abroad, in particular 
scoring success through the reinforcement of its domestic 
retail position. | 

Consolidated total assets rose from DM 113.2 billion to 
DM 1227 billion. All sectors operated profitably, the 
Group nearly attaining the record earnings level posted 
in 1983. This enabled Commerzbank to repeat the 12% 
dividend to its 140,000 shareholders, while again making 
substantial loan loss provisions and markedly strength- 
ening its reserves. The Group's equity base was thus raised 
from DM 2.92 billion to DM 3.14 billion. 

Fee-generating activities are assuming an ever more 
important part in the Bank's earnings performance, both 
nationally and internationally. Foreign commercial busi- 
ness, especially export-related transactions, turned in sound 


gains. Commerzbank also broadened its engagement in’ 


investment banking, lead-managing 26 foreign DM bond 
issues and co-managing 53 others. Trust business, including 
portfolio management and broker/dealer services, regis- 
tered sturdy growth. Own-account activities once more 
contributed notably to the year's results, as did the oper- 
ations of the Bank’s foreign branches and subsidiaries. 


Backed by solid financial and human. resources, 
Commerzbank is active around the clock, around the 
world. Its international presence, which now includes some 
70 outlets in over 30 countries, isto be extended this year 
through a wholly-owned subsidiary in Zurich and a fourth 
US office in Los Angeles. 


Jommerzbank Group Highlights 





1984 1983 

ip DM billion in f у 

Total assets 1227 1132 
Borrowed funds 

up to 4 years 787 718 

4 years and over 38.5 36.4 

Total lending 90.3 84:6 

Capital and reserves 31 29 


For further information, please contact: 

Commerzbank AG, Hong Kong Branch, 21 F Hong Kong 
Club Building, 3 A Chater Road, Р. О, Box 11378 

Hong Kong, Tel.: (5) 8 4296-66, Telex: 66400 cbk hx hk 


Commerzbank AG, Tokyo Branch, Nippon Press Center 
2-2-1, Uchisaiwaicho, Chiyoda-ku, Central PO. Вох No. 1727 
Tokyo 100-91, Tel.: (03) 502-4371/4375, Tx: 125971 chktok 


Commerzbank (South East Asia) Ltd. 

Tower 40, DBS Building, 6, Shenton Way 

РО. Box 3314, Post Office Maxwell Road, Singapore 9053 
Telephone: 223 48 55, Telex: 27 189 cbksin 











In today’s world, change is spelled e-l-e-c-t-r-o-n-i-c-s 

The way we work, travel, even play, has forever been altered 
by the professional circuit designer. Container transport 
reflects this development too. Yet, though modem ships 

are navigated and propelled with the help of sophisticated 
electronic systems, there are certain things even the brightest 
chip can't replace. A personal concern with getting things 
right. Insight that is the product of years of experience. 


Care in serving one's customers and in handling the 
products they make. 

ScanDutch gives you the best of both these worlds: 
Container transport that is fully state-of-the-art plus the 
special treatment that sensitive and expensive components 
deserve. So if electronics is your field, keep up on what's 
new. And when it comes to shipping, keep ScanDutch in 


| ScanDutch © 
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High-risk refinancing, 


Thailand’s parliament backs a crackdown on private money- 
market funds despite their wide public and military support 


By Paisal Sricharatchanya in Bangkok 


D espite a protest rally by hundreds 
of anxious investors and sharp at- 
tacks from opposition members, Thai- 
land’s House of Representatives on 2 
May approved the controversial royal 
decree which bans high-yielding 
pyramid money games. Given the gov- 
ernment's overwhelming support from 
senators, the next move to turn it into 
permanent legislation — approval by 
the senate — appears a formality. 

But the heated parliamentary debate 
brought to light revelations which 
could stain the government's record of 
economic management and at the same 
time pointed up the political risks in- 
volved in its clampdown on the 
pyramid funds. 

Several opposition members pointed 
out that the proliferation of the under- 
ground money markets reflects the in- 
adequacies of the official banking sys- 
tem. Some criticised the government 
for the delay in taking decisive action, 
which permitted money pyramids to 
grow to enormous size, involving sev- 
eral billion baht and depositors num- 
bering in the thousands. Others 
claimed that the decree's measures 
would spell financial ruin for a large 
number of low-ranking military, 
police and civil officials, and other 
low-income people — many of whom 
are said to have mortgaged houses or 
borrowed elsewhere to get a piece of 
the high-return action. 

Perhaps the most disturbing disclo- 
sure centred on an accusation that the 
wife of Deputy Prime Minister 
Prachuab Suntharangkoon was in- 
volved in the notorious (and largest) 
pool operated by Chamoy Thipyaso, 
better known as Мае (Mother) 
Chamoy. The accusation was sparked 
by photocopies of a letter and cheques 
distributed by the demonstrators out- 
side parliament, which purportedly 
showed her as recipient of four 
Chamoy cheques in excess of Baht 33 
million (US$1.2 million).- 

Despite these criticisms, the decree 
is supported by most bankers and 
economists. Officially named the “De- 
cree on Borrowings that Swindle the 
Public,” it reads in part: “Since such 
operations have the tendency of 
spreading fast, they could be harmful 
to the public and detrimental to the na- 
tional economy [if left unchecked] . . ." 

The authorities originally launched 
a months-long nationwide publicity 
blitz to discourage officials and mem- 
bers of the public from investing in 
money pools. But their attempts were 
largely unsuccessful. Attracted by the 
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exceptionally high returns — 6.5% 
monthly interest — the number of in- 
vestors swelled as new pools mush- 
roomed. Press reports about Chamoy’s 
appearance in high-society circles plus 
persistent speculation about her in- 
fluential military backing seemed to 
reinforce investors’ confidence that 
her operation would not collapse 
(REVIEW, 20 Sept. '84). The decree was 
finally enacted late in 1984 as a last- 
ditch effort at suppression. 

(A royal decree is used in cases that 
concern crucial issues of national sig- 
nificance. It takes immediate effect, 
but must be approved by parliament to 
become law, with retroactive effect to 
the date of enactment.) 

In essence, the decree prohibits any 
money pool offering unrealistically 





high réturns involving more than 10 
participants in which the total sub- 
scribed. sum exceeds Baht 5 million. 
Operators found guilty are liable to 
five to 10 years imprisonment and fines 
ranging from Baht 500,000 to Baht 1 
million. 


roposed by Finance Minister Som- 

mai) Hoontrakul — a tough non- 
partisan minister — the decree is seen 
in many quarters as a courageous move 
by the government. Enactment invites 
the wrath of a broad section of Royal 
Thai Air Force personnel plus, to a 
lesser extent, some army and police of- 
ficials who comprise the majority of 
the Chamoy pool. 





jon 


] er military followil 
undermine the government 
stability. 

It is evident that the decree makes 
good economic sense. Despite rumours 
that Chamoy was engaged in some lu- 
crative oil-distribution business in the 


| early stages of her operations about 10 


years ago, it has become obvious in 
more recent years that her scheme — 
like other more recent pools — were 
simple pyramids that kept building up 
and were able to pay hefty returns on 
the strength of a continuing inflow of 
deposits. These were derived from old 
investors (who re-invested parts of 
their previous profits) plus new de- 
positors. But the pyramids would 
crumble once the inflow slowed down 
or stopped. 


In a recent government-sponsored. 


| TV broadcast, officials appealed to the 





major operators to settle outstanding, 
debts with clients. Rather than forcing 
the pyramids to collapse, the official 
attitude appears to be to let investors 
recoup part of their investment 

The pyramid money pools constitute 
just the tip of the icéberg of the total 
Thai underground money market — 
never accurately 
surveyed, but 
generally conced- 
ed to be enorm- 
ous. Most com- 
mon is the wide- 
spread practice 
of chit funds, in 
which a group of 
people each con- 
tribute to a com- 
mon pool which 
is then made 
available to the 
highest bidder: 
Offering varying 
interest rates 
(depending on 
the offer of the 
highest bidder, 
but normally up- 
wards.of 24% a 
year) and of vary- 
ing sizes, they are 
used by people from virtually all walks 
of life. In any office or residential 
neighbourhood, there is bound to be at 
least one chit-fund pool 

Since most chit funds operate among 
circles of acquaintances, the size of 
each is normally small, which means 
the operations do not come under the 
jurisdiction of the anti-pyramid fund 
decree. While their proliferation re- 
flects gaps in the domestic credit sys- 
tem, they also serve a useful function: a 
convenient and accessible source of 
funds for many Thais 

Most users see them as a high-paying 
investment. Others turn to them when 
they need money but cannot borrow 
from banks because they lack collat- 


Army commander and supreme | eralor credit standing. Small-business 
commander Gen. Arthit Kamlang-ek | owners use proceeds from a chit-fund 


has on record voiced his support for 


kitty as revolving funds. 
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James Bartholomew in London 


Sultan of Brunei Sir Hassanal 
Шаһ, sometimes reported to be 
e riehest man in the world, has been 
iuffling his investments. He has made 
announcement to this effect and any 
vestment adviser caught telling the 
ress would probably lose his job. But 
e REVIEW has learned, in part from 
urces who wish to remain anony- 
ous, some of what has taken place. 
he information concerns not only his 
st purchases, such as the well-pub- 
id takeover of the Dorchester 
in London, but also some earlier 
including changes in his invest- 
t advisers. 

he picture that emerges is of radical 
nge- and new self-confidence. He 
built up Bruneian investment ex- 
se to manage his country's re- 
és; taken on new advisers for his 
nal investments; shown a new 


ad of only buying a portfolio of | 
ares) and has renewed his inter- 






























wealth of a royal family 


V. а. Kulkarni in Singapore 

tunei's entry into Asean in January 
1984 appears to have triggered 
nterest on the part of the sulta- 
oval family to invest some of its 


ries, partieularly Singapore. The 
int of such interest came in Au- 
983 when Brunei's ruler, Sultan 
Hassanal Bolkiah, made a personal 
stment by buying Singapore's 
day Inn and an adjoining shopping 
ex for an estimated S$300 mil- 
i (US$134.8 million). 

Since then the families of the sultan 
and his brothers have established a 
rporate vehicle, QAF Ltd, and had it 
ted on the Singapore and Kuala 
mpur stock exchanges. The listing 
as achieved through a reverse take- 
f the Singaporesbased and pub- 
Quoted Ben and Co., a diversified 


family is the p crede 

vated Island Development Bank (IDB) 
UM is planning to open branches in 
ngapore, Kuala Lumpur, Jakarta 
and even Hawal. In turn, QAF and 
IDB are associates of the Brunei-based 















rivüte wealth into neighbouring . 





gyp 
ntrepreneurs appears to be the hand of the Sultan of Brunei 





ingnéss to buy a company outright | 


| 


in Britain after a frosty period dur- | 


"ingers in every pie 


Singapore-based company channels 





ing negotiations over independence. 

The sultan has ultimate control of 
two treasure chests, managed sepa- 
rately. One contains the official re- 
serves of Brunei. The other contains his 
personal wealth. Brunei's official 
foreign reserves, managed by Brunei 
Investment Agency (BIA) were esti- 
mated at B$32 billion (US$14.3 billion) 
at the end of 1984. Brunei's projected 
budget spending of B$2 billion for 1985 
was B$580 million less than that for 
1984. Oil revenues, virtually the coun- 
try's only source of income, is expected 
to fall from B$6 billion in 1984 to about 


| B$4-5 billion. So its foreign reserves at, 
| end-1985 should top B$34 billion. 


(Oil production, at 175,000 bpd in 
1983, dropped drastically to an esti- 
mated 155,000 bpd in 1984 and is esti- 
mated to be 100,000 bpd in 1985, based 
on current levels. Natural-gas output, 
which is under long-term contract to 
Japan, has remained unchanged since 
1983, at 900 million ft?.) 

At the beginning of 1984, BIA's in- 


QAF Holdings, an investment and 
holding company which has been dub- 
bed by analysts as Royal Family Inc. 
The holding company, formed in 1983, 
brought under one umbrella a score of 
subsidiaries and associates of the sul- 
tan's family. There are other un- 
specified companies controlled by the 
sultan's family which are based in tax 
havens in the West. 

The holding company had paid-up 
capital of B$37:25 million (US$16.6 
million) in March 1984 and its net pro- 
fits in the past five years have ranged 
from B$5.2 million in 1980 tö B$4.3 
million in 1984. The net profit con- 
tribution from the several sectors of 
the holding company last year were: 
offshore support services 4095, air- 
conditioning equipment 22%, food 
19%, publishing/printing 1295; indus- 
trial gases and other 7%. About 60% of 
the holdings’ earnings are tied to 
Brunei Shell which is a 50:50 joint ven- 
ture between Royal Dutch Shell and 
the Brunei Government. 

° Under a complicated reverse-take- 
over agreement in August 1984, Ben 
nominally acquired all QAF Holdings' 
equity in exchange for 47 million new 











April, it gobbled ора bakery. for S$5 


, mostiy in the W 
currency it was US dollar 44%, 
25%, Deutschemark 15%, pound 14.5% 
(British investment could have since 
declined), Swiss franc 1.5%. BIA had 
not made any major investments in the 
Singapore, Kuala Lumpur and Hong- 
kong markets as at end-1983. 

The sultan has taken advice from a 
number of people on his personal in- 
vestments over the years. One of them 
has been Enrique Zobel of the Philip- 
pine-based Ayala group. Lord Shaw- 
cross, a grandee of the British estab- 
lishment, but who also has links with 
Morgan Guaranty (the most blue- 
blooded of New. York banks), has also 
had a role to play. He is believed to 
have been trustee of the royal family's 
personal finances. Carl Hirschmann, a 
Swiss, is understood to have been a 
principal adviser. But now the sultan 
has put his faith in new advisers — the 
Al Fayed brothers. 


ohammed Al Fayed (52), Ali 
Fayed (42) and Salah Fayed (46) 
have been something of a mystery. So 
too has the exact way in which they 
operate with the sultan. But cir- 
cumstantial evidence suggests a very 


shares, expanding Ben's capital base to 
113 million shares. Straits Steamship, 
whose 66% stake in Ben was diluted to 
40% by the capital expansion, then 
sold about two-thirds of its holding in 
Ben to QAF Holdings for 8$20 million. 
QAF Holdings then extended a general 
offer to buy all outstanding shares of 
Ben at 79 S cents a share. The major 
shareholders of Ben (renamed QAF 
Ltd) after the takeover were: Straits 
Steamship (15.6%), Parkwood Invest- 
ments (39%), Ahmad Iqbal Saddique 
(18.8%) and Anak Jaafar (7.2%). 
Parkwood Investments (which also 
owns 60% of QAF Holdings) is a Jer- 
sey, Channel Islands—based firm 
owned by the Brunei royal family, and 
Saddique and Jaafar are Bruneian 
nominees of the sultan. As à sweetener, 
the holding company has guaranteed. a 
$$4.8 million net profit to QAF Ltd for 
the three years to 1987. The reverse 
takeover was required because the 
Stock Exchange of Singapore requires 
a five-y ear track record before a com- 
pany is listed and the holding company 
was incorporated only in 1983. 





fter the takeover, QAF sold some of 

Ben's loss-making businesses and 
embarked on expansion into the food 
business in Singapore. In February, it 
bought a frozen fast-food maker and a 
refrigeration plant for $$4.26 million. 
In March, it bought a small firm selling 
bottled spices for $$1.25 million. In 
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that t e lit- 
tle-known business- 
men — Egyptian in 
origin-but now set- 
tled in Britain and 
decidedly Anglo- 
philes — apparently 
had so much money. 
There was specula- 
tion that the money 
might have come 
from the sultan. 
This wasdenied, but 
the lack of docu- 
mentary evidence 
has left thequestion 
open. 

"Tiny" Rowland, 
a prominent and 
controversial Bri- 
tish entrepreneur, 
who was foiled in his 
own ambition to buy 
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close and trusting relationship. Only 
six months ago not: many people had 
heard of the Al Fayeds. They jumped 
into prominence (for the British pub- 
lic, atleast) when they bought House of 
Fraser, the British public company 
which owns Harrods — the famous 
London department store. The price 
which they paid valued the company at 
£612 million (US$736.5 million). 


| 


the Harrods group, 
has openly declared that he believes the 
sultan's money is behind the purchase. 
An article in The Observer, a news- 
paper controlled by Rowland, quoted 
one Egyptian observer as saying: "I 
would estimate [the Al Fayeds'] assets 
at US$100 million. Why not doubleit to 
US$200 million? It is still not much." 
Not much, that is, compared to the cost 
of Harrods of £612 million. 





| brothers have bought other 
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PEINE ipa per aito menit 
a letter allegedly signed by the sultan 
granting power of attorney to Moham- 
med Al Fayed. This was apparently 
dated 23 August 1984. If such a power 
of attorney has been granted, it would 
indicate the sultan's enormous faith in 
the eldest Al Fayed 

In addition to buying Harrods, the 
properties 
including the Ritz Hote! in Paris. The 
Ritz provides further evidence of their 
close relationship with the sultan. The 
sultan has joined with them to institute 
one of the world’s richest literary 
prizes for a novel published in English. 
The Ritz Paris Hemingway Award, 
worth £50,000, will be awarded annu- 
ally at the Ritz. 


Е more suggestive of а hand- 
in-glove relationship with the sul- 
tan is the inside story of the sultan’s 
purchase of the luxury London hotel, 
the Dorchester. According to the pub- 
lic-relations company acting for a 
member of the selling consortium, the 
Dorchester was not sold, as everyone 
assumed, directly to the sultan. It was 
sold first to a company which they 
firmly understood to be owned by the Al 
Fayeds. It is to be assumed that the Al 
Fayeds then promptly sold the Dor- 
chester to the sultan 


It seems from this that the Al Fayeds 





THE QAF FAMILY 


QAF Shipping 
Kojasa Edar 

QAF (Hongkong) 
QAF Agencies 
Ben (Selangor) 
The Brunei Press 


Food retailing 


Trading 


Delifrance Bakery (S) Pte 


QRB Drilling 
QAF-Reading & Bates (B) Offshore drilling 

contractor 
Brunei Oxygen 
gases 
QAF-Solus (Offshore) 
offshore oil rigs 
Dairy Farm (B) 
Fitzpatrick's (В) 
QAF-Jack Tighe (Offshore) 
Q-Carrier (B) 


Tiga Bintang (B) 


Boustead 





The Island Development 
Bark 


million and it plans to enter into a joint 
venture with an American firm to ex- 
pand the bakery. In the most recent 
move, QAF and Straits Steamship 
jointly bought a 55% stake in Thailand 
Offshore. Services Co., an oil-base 
supplier. in Thailand, for an undis- 
closed. price. Market sources say QAF 
is.likely to expand in the food and oil- 
services line in the Asean region. 

IDB is a product of the friendship 
between: Filipino financier Enrique 
Zobel and the sultan, cemented on the 


Ship owner/charterer 
Ship owner/charterer 


Pizza Hut” franchisee 
Newspaper publishing 
commercial printing 
Manufactures French 
bakery products 
Owns drilling vessels 


Manufactures industrial 
Support services for 


Food trading/catering 

Food trading/catering 

Painting contractor Ж; 

'Carrier" air conditioning 
equipment franchisee Ё 

Distributes Mitsubishi/ 
Mercedes Benz vehicies 

Distributes automotive 
consumer products 


Commercial banking 








polo fields — polo 
being a-~ passion 
with the young 
ruler of Brunei. 
Zobel's former cor- 
porate flagship, 
Ayala Corp., built 
the sultan's new 
palace at an esti- 
mated cost of 
US$600 million, 
completing it in 
time for the coun- 
try’s independence 
in January 1984. 
IDB was estab- 
lished in 1980 as a 
50:50. partnership 
between Zobel and 
the sultan’s family. 
Zobel later brought 
in the Bank of the 
Philippine Islands 
(BPI) — also from 


the Ayala stable — | 





and itsacquired 25% equity in IDB. | 


Early'this year, a capital increase was 
contemplated which the BPI could not 
match due to monetary restrictions by 
the Philippine Government. BPI opted 
out and under the new line-up, Zobel 
brought in Dai-Ichi Kangyo Bank, 
Japan's largest bank, to participate in 
IDB. Zobel and Dai-Ichi Kangyo each 
holds 20% of the enlarged US$10 mil- 
lion capital, while QAF Holdings and 
the  sultan's daughter Princess 
Rashidah increased their stake to 60%. 


Of the nine commercial banks repre- 
sented in Brunei, seven are branches of 
foreign banks. In addition to IDB, the 
only other Brunei-based bank is the 
National Bank of Brunei, which is con- 


trolled by the family of Singapore 
hotelier Khoo Teck Puat, another 
friend of the sultan. The royal family is 
known. to have some interest in the 


National Bank, but its extent is not 


known. 


. 
Zo remains the chairman and 
chief executive of IDB which has 


two branches in Brunei (Review, 21 
Mar.). Zobel's newly formed Ayala In- 
ternational located in Singapore will 
provide technical assistance to IDB in 
place of BPI and there are five Filipino 
executives іп IDB. At the end of 1983, 
IDB had assets, excluding contra 
items, totalling B$93.15 million and а 
net profit of B$3.2 million 

Although IDB is small, Zobel wants 
to enlarge its operations, using to the 
hilt the sultan's and the Japanese con- 
nections, Brunei Investment Agencys 
(BIA), the cougtry's official organ for 
managing the official foreign reserves, 
is known to be considering investingin 
the Asean region and the sultan's pér- 
sonal bank should not have too many 
problems in opening branches in other 
Asean capitals. While BIA may make 
investments, IDB could get a good 
deposit base from the royal family 
for onward lending to projects їп 
Asean. j 
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price. 


‘for the Ritz and for Har- 


may have bought the Dor- Ban 
chester with the deliber- 
ate intention of im- 
mediately transferring it 
to the sultan. Thus they 
would have been acting as 
the  sultan's  stalking 
horse. This would make a 
lot of sense as anyone who 
knew that the immensely 
wealthy sultan wanted to 
buy something would im- 
mediately hike up the 


But if the Al Fayeds 
were acting as a stalking 
horseover the Dorchester, 
were they doing the same 


rods? Has the sultan in 
fact become a major buyer 
of the most prestigious 
hotels and stores in 
Europe? Has he become a 
big buyer of wholeentities 
instead of just minority 
equity stakes and govern- 
ment securities? His new interest in 
properties does not appear to be limited 
to Europe, either. The sultan, or parties 
acting on his behalf, are believed to 
have been engaged in preliminary 
negotiations for the purchase of Hong- 
kong's Excelsior Hotel before the hotel 
was withdrawn from the market earlier 
this year byitsowner, Hongkong Land. 
Intrying to track down the real own- 
ers of Harrods, the REVIEW had a search 
made of the British Companies Registry 
records of Harrods’ holding company. 
These files show that Harrods was 
bought by a British company 








— called Al Fayed 


company’s file reveals 
that itis owned, in turn, by 
Al Fayed Investment and 
Trust Co. S. A. That com- 
pany, unfortunately, is lo- 
cated in Vaduz, Liechten- 
stein, where full disclo- 
sure is hard to come by. 
What of the files of the 
Dorchester Hotel's hold- 
ing company? It is already 
acknowledged that the 
Dorchester is ultimately 
owned by the sultan. But 
the file reveals something 
else. On 12 March, a new 
director, Frank Klein, was 
appointed. He is German, 
his business is hotel man- 
agement and he gives his 
address as Hotel Ritz, 15 
Place Vendóme, 75001, 
Paris. In other words a 
hotel manager who ope- 
rates a hotel apparently 
owned by the Al Fayeds has been ap- 
pointed a director of a hotel openly 


| owned by the sultan. 


This correspondent was granted an 
interview at the Dorchester Hotel ear- 
lier this year. One of the senior execu- 


| tives there referred in passing to the 


sultan owning the Ritz in Paris. This 
and the other pieces of information, 
documentary and hearsay, do not 
prove that the sultan owns both the 
hotels and Harrods but they do show, 
at the least, that the sultan has become 
unusually close to his new advisers. 
Finally there is the matter of US$2-3 


UNLIKELY ALLIES 


ultan Sir Hassanal Bolkiah’s pur- 

chase of London’s Dorchester 

led to a bizarre dispute in 

È extremely rich ruler of 
ут б the support of the hotel's 

poor) British employees. 

ikely allies are teamed up 

gent International, the 

К аксое based company which 

manages the hotel. 

Regent was a member of the con- 
sortium which sold the Dorchester to 
the sultan. In the sale contract, it was 
agreed that Regent would continue to 
manage the prestigious Park Lane 
hotel. But within weeks of the deal 
going through, the sultan decided he 
wanted to get rid of Regent. The staff 

_ apparently agreed with him. 

` The British press reported there 

- had been a meeting of 300 staff mem- 

` bers of the Dorchester in the hotel's 
large ballroom. Regent's manage- 

. ment was reportedly criticised as 

L^ "penny-pinching." The staff was said 
_ to have complained of such dreadful 
lowering of standards as “airmail 
paper being withdrawn from rooms, 
pickled onions being placed in the 





bar instead of cocktail onions [and] 
wastepaper baskets being removed 
from bedrooms.” The staff seemed to 
have a pride in their work normally 
associated with a bygone age. 

While such changes, if they have 
taken place, may seem trivial, they 
would clearly not be in keeping with 
the sultan's stated aim of making the 
Dorchester the most luxurious hotel 
in the world. 

In March, with the writing on the 
wall, Regent took out an injunction to 
stop the sultan sacking it. The sultan 
fought back, attempting to get a 
judge to remove the injunction. The 
judge declined. So the sultan went to 
the British Court of Appeal, where 
no less than three judges heard the 
case. Ў 

Whatever they decide on the issue 
of whether Regent can be turfed out 
immediately, Regent and the sultan 
will go to arbitration on their dis- 
agreement in November. It seems like- 
ly that, in due course, Regent will be 
removed. The only question is how 
much, if anything, it will cost the 
sultan. — JAMES BARTHOLOMEW 


Invest- | bil 
ment and Trust Co. The 





chant bank Kleinwort Benson. It seems 
that in making this very large deposit, 

the sultan has, once again, been guided 
by the Al Fayeds. Naturally Kleinwort 
Benson would not be willing to eon- 
firm it if the sultan has made suchade- 
posit. But what is certain is that the Al 
Fayeds are themselves clients of Klein- 
wort Benson. It was Kleinwort Benson 
which acted for the Al Fayeds in the 
purchase of Harrods. If the sultan has 
indeed made this deposit with Klein- 
wort Benson, then perhaps his spend- 
ing spree is not over 


M eanwhile, the multi-billion dollar 
reserves of Brunei are managed 
separately from the sultan’s personal 
investments. The reserves were, up 
until 1978, entirely managed by one or- 
ganisation — the Crown Agents. The 
Crown Agents is an idiosyncratic 
state-owned British institution acting 


| as buyers and investors for foreign 








governments. Their role as investment 
manager for Brunei arose during the 
years the country was a British protec- 
torate. 

In 1978, a crack appeared in the 
Crown Agents' privileged position in 
Brunei. Morgan Grenfell, one of the 
most prestigious British merchant 
banks, and James Capel, a large British 
stockbroking firm, were given some of 
the money to manage. Their invest- 
ment performance was to be a “com- 
petitive check" on the Crown Agents 
Soon after, Wardley, the mer- 
chant banking arm of the Hongkong 
and Shanghai Banking Corp. (HSBC) 


The Dorchester: support from the workers. 
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Harrods: beyond the glittering lights. 





Advisory Board 
but now has come 
to the fore. 

The contracts 
for the American 
and Japanese ad- 
visers included a 
provision for them 
to mount a train- 
ing programme fo1 
Brunei nationals 
Since then, the 
BIA has taken the 
cream of the coun- 
iry's graduates 
and had them 
trained at these 
famous invest- 
ment companies 
From being a 
country where no 
one knew any- 
thing about inter- 
national invest- 
ment, it is sud- 
denly being trans- 


һе 








was brought in on a similar basis. 

But pressure was building for 
further change. From the outside there 
was pressure from a continuous stream 
of international financial companies 
wanting a slice of the action. Notable 
among the lobbyists was Douglas 
Hardy, the Brunei representative from 
Citibank. He managed to impress 
Bruneians by out-Britishing the Bri- 
tish, wearing a suit and tie even to in- 
formal functions regardless of the 
sweltering heat. From the inside there 
was pressure from Bruneians wanting 
to take over the management of their 
country's money. There was also the 
matter of the sultan's difficult re- 
lationship with Britain. Among other 
differences during the independence 
negotiations, the sultan and Britain 
were in dispute over the future role of 
the Gurkha battalion stationed in 
Brunei. 


l: July 1983, the Crown Agents were 
sacked. The funds they had managed 
were handed over to two American 
banks, Citibank and Morgan Guaran- 
ty, and two Japanese securities 
houses, Nomura and Daiwa. It was a 
crushing blow to the Crown Agents. 
But the American and Japanese com- 
panies did not inherit the privileged 
position the Crown Agents had en- 
joyed. The sultan was not going to let 
foreigners have such control over his 
country's investments again. The In- 
vestment Advisory Board (consisting 
largely of British investment men), 
which had supervised investment of 
the reserves, was scrapped. It was re- 
placed by a very different BIA. 

The new agency is chaired by the sul- 
tan's brother Prince Jefri. Its board 
members include several of the sul- 
tan's ministers, while its managing di- 
rector is a Brunei national — Abdul 
Raman Karim. Karim.was kept away 
from real power in the old Investment 
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formed into a 
minor centre of investment expertise 


he foreign fund managers feel under 

threat, or should do. The role of 
the Americans and Japanese has only 
been that of advisers. But in the early 
days, that advice had to be relied on 
heavily. Now that has changed and the 
BIA is increasingly taking its invest- 
ment policy into its own hands. One 


— —- > 


fund manager was more than under 
threat. It was sacked 

Wardley's contract was terminated 
in the second half of 1984. The reason 


has not officially been given and it is 
not clear whether the Sultan was un- 
happy with any of Wardley's advice or 
with the lending policy in Brunei of its 


parent. The HSBC branch Brunei 
may not have consented to lending to 


one or more local institutions 
Wardley's dismissal may have been a 
"punishment. " 

Wardley was replaced by the Union 
Bank of Switzerland which is credited 


with having done an excellent market- 
ing job. So now the investment-adviser 
line-up is: Morgan Grenfell, James 
Capel, Union Bank of Switzerland 
Citibank, Morgan Guaranty, Nomura 
and Daiwa. Given the improvements in 
Brunei's investment expertise, they 


could be called the dispensable 
seven." 
As for the future, the sultan seems 


likely to keep on (albeit in a diminished 
role) investment advisers om the 
United States, Japan and Britain for 
political as much às financial reasons 
He appears to wish to keep in with the 
foreign powers which might support 
him if the need arose. But on his pri- 
vate investments, ther« telling 
what he might do next. With the AI 
Fayeds in a position of power and in- 
fluence, backed by the sultan's huge 
resources, anything could happen. p 
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An essential 
part of any 
buying trip to 
Taiwan 


Your search for capable suppliers and new products should start 
with à visit to the CETDC Export Products Display Center & Mart 
Within our 14,000 sq. meter facility, you'll find permanent displays 
from 1,800 carefully selected manufacturers and exporters, plus 150 


full-scale showrooms. 


Nowhere else can you find such a complete range of Taiwan-made 


products under one roof. 


Location: Taipei Sungshan Airport, Taiwan, R.O.C. 
about a 10 minute drive from Taipei's business district 
Hoürs: Monday-Friday 09:00—17:00/Saturday 09:00— 12:00 


A» 


© 


Contact These Branch Offices: 
Hong Kong: Tel: 5-251694. 

New Delhi: Tel: 694314, 698567. 
Jakarta: Tei: 351213. 

Fukuoka: Tel: (092) 472-7461-3. 
Okinawa: Tei: NAHA 62-7009. 
Osaka: Tel: (06) 244-9611-4. 





china external trade development council 


201, Tun Hwa N. Rd., Taipei, Taiwan, R.O.C. 
Telex: 28094 TPEWTC. Tel: (02) 715-1551. 


Tokyo: Tel: (03) 407-9711-5 

Seoul: Tel: 776-4482, 776-2889 
Kuala Lumpur: Tei: 421784, 421830 
Manila: Tel: 46-18-80, 46-18-26 
Singapore: Tei: 2224951-3. 

Colombo: Tei: 549312. 

















By V. G. Kulkarni in Singapore 
fter three successive years of rough 
weather, Singapore's shipbuilding 
etr is facing another stormy 
` period this year. Major shipyards have 
abandoned expansion plans and re- 
— trenched workers in recent months, as 
_ orders for newbuildings and even re- 
pairs have declined a cyclical 
УН рһепотепоп which has affected the 
marine industry worldwide. Faced 
— with stiff competition from shipyards 
—in Japan, South Korea and Taiwan, in- 
T dustry sources do not see any sign of an 

— upturn for Singapore for at least two 
| years. 

"The [local] marine industry is cur- 
Е: rently going through the most critical 
— phase in its history," commented Loh 
a "Wing Siew, president of the Singapore 
_ Association of Shipbuilders and Re- 
 раігегѕ (Sasar), releasing the associa- 
L— tion's 1984 annual report which paints 

a grim picture. The shipbuilding sector 

scored impressive gains after 1978, 

reaching its peak in 1981 with turnover 

of S$2.4 billion (US$1.1 billion). But 
it began sliding thereafter and stag- 

~ nated at the 1978 level in 1984. 
The industry's 1984 total turnover 
~ was just S$1.1 billion, 25% below the 

1983 level and less than half the 1981 
— high. The decline affected all sectors of 
— "the industry: ship-repair, oil rigs and 
b shipbuilding. Worst-hit was the oil-rig 
— Construction business, with turnover 
—— down 53%, year-on-year, to S$183 
— million. Only two rigs were built by 
— local yards in 1984, with major modifi- 

Cation work carried out on another 

_ four. During the boom of 1981, Singa- 
__ pore builders made 14 rigs. 

Even on the ship-repair side — 
where Singapore, with its efficient and 
compliant labour force, competitive 
pricing and strategic location on the 
Pacific and Indian Ocean routes, has a 
decided advantage — revenue stag- 
nated at S$668 million. This represent- 
ed a decline of slightly less than 1% 
from the 1983 level. In shipbuilding, a 
shortage of orders saw turnover drop 
36% to S$277 million. 

The fact that last year only two rigs 
were completed in Singapore's vards 
— based on old contracts — and that no 
new orders were booked, is a signifi- 
cant indicator of that sector's pros- 
pects. Orders for 27 new oil rigs were 
placed worldwide during 1984 and 
most of them were bagged by South 
Korea, followed by Japan. Singapore's 
yards can build only jack-up type rigs; 
they are not equipped to handle the 
sophisticated semi-submersible rigs 
needed for deep-sea drilling. 
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On the waterfront 


` Singapore’ s shipbuilders face at least two more lean 
years — and the likelihood of drastic reorganisation 





Moreover, South Korea and Japan 
give their shipyards various incen- 
tives, including tax breaks and sub- 
sidised financial packages, which 
Singapore's yards do not have avail- 
able. South Korea has yet another ad- 
vantage over Singapore, where labour 
costs tend to be higher owing to the 
high-wage policy of the government 
and the mandatory Central Provident 
Fund, to which an employer must con- 
tribute an amount equal to 25% of a 
worker's salary. 

And this year the oil-rig arena will 
be crowded by the re-entry of Taiwan, 
another low-wage, state-subsidised 
competitor of Singapore. Taipei's 
state-owned China Shipbuilding 
Corp., which was active in the oil-rig 
business in the early 1980s, has de- 
cided to bid for several orders this year 
in direct competition with South Ko- 
rean yards. 


S: far this year, only one rig-build- 
ing order has been secured by 
Singapore. Promet Ltd has signed a 
S$44 million contract to build a jack- 
up rig for an Indonesian company. In 
1984, state-owned Far East-Leving- 
ston Shipbuilding (FELS) bagged a 
deal with a West European firm, but the 
buyer has since gone bankrupt. How- 
ever, FELS is still building the rig in a 
joint venture with two other companies, 
and is hoping to sell or charter it. 


tomed out, gasket at the end ofl 1984, 





of the 743 offshore rigs worldwide, 673 
had been contracted for operation — 
representing a 90% utilisation rate. 
However, the only significant offshore 
drilling currently taking place is in the 
Gulf of Mexico and the North Sea. 
Drilling offshore Indonesia and Brunei 
has seen little increase since 
1984. 

Singapore's hopes apparent- 
ly are centred on the prospects 
for Chinese coastal drilling. 
However, even if China's coastal 
waters fulfil expectations of 
commercial finds — and there is 
no certainty of this yet — orders 
for rigs are unlikely to come 
through for another couple of 
years. 

The shipbuilding sector, 
mainly involving the construc- 
tion of small vessels, tugs and 
barges, heldup pretty welltothe 
end of 1982 thanks to a backlog 
of previously contracted orders. 
But it fell victim to the slump in 
the following two years and 
there are no major orders on 
local yards' books. Three 
months ago, Robin Shipyard, a 
major local builder, delivered 
the last of 10 vessels to Shipping 
Corp. of India, completing one 
of Robin’s biggest deals in re- 
cent years; the firm has no ma- 
jor order pending. 

The number of vessels launch- 
ed by local yards in 1984 fell from 229 
in 1983 to 108 and total tonnage drop- 
ped 24% from 137,000 grt to 104,000 
grt. Correspondingly, the value of the 
vessels was down from S$532 million 
to S$410 million in 1984. The number 
of barges and tugs built last year de- 
clined from 187 to 68, with a reduction 
from S$288 million to S$133 million, 

Ship-repairing, meanwhile, has 
been drastically affected in recent 
years by the downturn in the tanker 
trade, which shows no sign of improve- 
ment. According to Japan's Nomura 
Research Institute, the demand for oil 
in the world’s non-communist coun- 
tries will remain at the 1984 level this 
year and early forecasts for 1986 indi- 
cate only a marginal 4% rise. The Sasar 
report said the main problem for ship- 
repair yards in Singapore — with a 
combined capacity of 2.8 million dwt 
— was permanent over-capacity. 

In the face of resulting cut-throat 
competition in their traditional lines, 
some of the major yards, such as the 
state-owned Keppel Group, have 
branched out into such fields as con- 
struction work for Singapore's mass- 
transit railway system and_ public 
utilities. Inevitably, such jobs require 
sizable fabrication facilities and ac- 
cess to financing, which the smaller 
yards lack. 

The trend among most shipyards has 
been to scrap expansion plans. In late 
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Asia houses over half of mankind. Everyday events аге 
happening here that not only shape Asia’s future but 
affect the entire world. Asia 1985 Yearbook covers 
these events, compiles analyses and interprets them. 
No businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In Its 26th Edition 

The Asia 1985 Yearbook, celebrating its 26th anniver- 
sary, is bigger and more comprehensive than ever 
before. Matching the rapid pace of Asian development, 
we have gone into greater detail, with deeper insight, to 
produce a book that anyone who has any dealings with 
Asia should have on the bookshelf. 


Features 

The Asia 1985 Yearbook includes a newcomer to every 
chapter — the Databox which gives an instant glance of 
essential data. You will find familiar chapters and fea- 
tures as well: a Regional Round-up, The Power Game, 
Population, Development Banks, Asian Finance, Asian 
Investment, Commodities, Energy, Aviation, Shipping, 
Trade & Aid, West Asia, South Pacific and Asian 
Organisations. 


The main body of the book contains chapters on 31 
countries. Each is divided into 3 sections — Politics/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging irom Afghanistan through China, to 
Korea and Japan, down through the Philippines to 
Australia and New Zealand and then back to Pakistan 
via India, Indonesia, Singapore and Malaysia. 


As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, 
including a full military profile of every country. Each 
country has a new map to go with its chapter. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
Bet hand information on everything from market poten- 
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and social and cultural landmarks. Each section has 
also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. i 


How We Did It - 
Published by the Far Eastern Economic Review, ' 
Yearbook is the result of thousands of man-hours Sp 
every year. Every week, the Heview's corresponde 
provide on-the-spot reports from every major 
capital. From Islamabad to Tokyo, Peking to Canbe 
and virtually every area of interest throughout Asia. Thi 
leading team of writers, analysts, experts and rese 
staff contribute (as they have regularly for 26 years). 
keep the Asia Yearbook pertinent. To give you Asii 
minus the mystery, minus the myth. To give you А 
only the Far Eastern Economic Review can, 
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Apru, Jurong Shipyard returned an 
18-ha plot of land adjacent to its exist- 
ing drydocks to the state-owned 
Jurong Town Corp. (JTC). Earlier this 
year, Robin Shipyard handed back 
about 60% of its 47-ha area, also to the 
JTC. A coupleof the smaller yards have 
simply closed down instead of paying 
high rentals to the JTC 

Robin Shipyard, which had more 
than 1,000 workers in the late 1970s 
was planning to expand its workforce 
to 3,000 by the early 1980s, but cur- 
rently its payroll is known to be fewer 
than 300. Weng Chan Engineering, a 
small ship-repairing firm, laid off its 
100 employees and went into liquida- 
tion early this year after being in busi- 
ness for 40 years 

In the interest of the dockyards still 
in business — however precariously 
the Sasar report called on the govern- 
ment to reduce rents for JTC land and 
scale down port charges and liberalise 
port regulations, which add considera- 
bly to shipyard costs. The government 
has yet to respond 

The future of the shipbuilding sector 
was indicated recently by Sim Kee 


Boon, chairman of Keppel, the indus- | 


try's pace-setter. Reporting a loss of 
$$174 million for the Keppel group for 
1984 (REVIEW, 25 Apr.), Sim predicted 
the group could return to profitability 
in the next couple of years if the local 
industry were to go through a major re- 
structuring, including mergers. 


п | 
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Change in the pipeline 


India has done an about-face on a natural-gas 
contract, further delaying its completion 


By Mohan Ram in New Delhi 


he Indian Government has aban- | several power plants on its route. The 
doned a plan to have a 1,700-km 


natural-gas pipeline laid 


through | 


piecemeal contracts, and will soon be | 


calling for tenders on a global basis 


this time for turnkey execution of the | 


massive project. This turnabout will 
delay the project, already behind sche- 
dule by seven months, by a further five 
months, and will undermine the credi- 
bility of the Indian Government's ten- 
dering practices. It also seems that the 
winning bid is a foregone conclusion. A 
political controversy is already build- 
ing up over the reversal of an earlier 
government decision to reject a 
turnkey approach 

The Hazira-Bijaypur-Jagdishpur 
pipeline will snake across four states 
and cross 14 rivers on its route from the 
west to the northeast, feeding natural 
gas from South Bassein to six fertiliser 
plants being built along its path. The 
pipeline will also supply gas (much of 
it flared off now) to two liquefied 
petroleum gas plants and will serve 


government hopes to recover the esti- 
mated cost of Rs 11-12 billion 
(US$873-952 million) in 10 years. 

The government had earlier decided 
to award construction of the pipeline 
to the newly created Gas Authority of 
India (GAI), which would also own it 
Another state-owned enterprise, En- 
gineers India (EI), was to be the prime 
consultant. The government had origi- 
nally taken this approach because it 
wanted to ensure maximum use of in- 
digenous equipment, services and ex- 
pertise 

It called worldwide tenders for three 
segments of the project: pipes, fittings, 
and laying and coating of pipelines. In 
addition, the state-owned Bharat 
Heavy Electricals had been expected 
to install four compressor stations to 
maintain the flow of gas through the 
pipeline, and for cathodic protection of 
the pipes against corrosion. The Elec- 
tronic Corp. of India and the Telecom- 
munications Consultants India, both 
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and radio links 
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Micro-electronics. 
Office datacom- 
munications. 

Data processing services. 
Private telecom- 


munications. 
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Automation and 
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in charge of telecommu- 
nications and telemetry. 

Altogether seven major 
tenders had been called. 
But as they were being 
scrutinised, а сопѕог- 
tium led by SNAM Pro- 
getti (a subsidiary of 
Italy's state energy com- 
pany, ENI) and including 
C. Itoh and JGC Corp., 
both of Japan, and 
SAIPEM of Italy, another 
ENI unit, made a formal 
US$736 million turnkey 
proposal in August 1984. 
It followed up this offer 
by slashing the price 
by US$100 million and 
sweetened. it with the 
offer of Italian Govern- 
ment credit for the 
foreign-exchange com- 
ponent of the project. 

SNAM Progetti claims it raised the 
idea of working on a turnkey basis as 
early as 1983, in an offer made outside 
the tendering process. It says that be- 
fore the tenders were called, it submit- 
ted turnkey proposals for the entire 
project with a price estimate some Rs 5 
billion less than the original estimate 
of Rs 17 billion made in the feasibility 
study. It claims to have made the sub- 
mission to let the Indian authorities 
compare the prices and assess the rela- 








zs; tive merits óf turnkey vs - 


piecemeal construction. 
It also contends that 
other turnkey proposals 
were made which should 
have alerted India to the 
advantages of working 
on such a basis. 

The SNAM Progetti 
offer was referred to a 
17-member committee of 
senior officials empower- 
ed to deal with the pro- 
ject, which had earlier 
chosen the GAI-EI com- 


execute the work. The 
committee noted in con- 
nection with the SNAM 
Progetti offer that the 
prices quoted for the 
pipes and pipeline mate- 
rial were known to the 
bidders and the esti- 
mated cost of the pipe- 
line-construction component was also 
known broadly. 

The turnkey approach, already re- 
jected by an earlier committee of offi- 
cials, was rejected once again by the 
17-member committee at its 26 Sep- 
tember meeting, on grounds that the 
advantages claimed for this method 
were doubtful — and the disadvan- 
tages many. It said a reversal of the de- 
cision would seriously upset the pro- 


ject schedule, adding that if the gov- | of Holland providing back-up 


А | | 


АМК Berlin 


bine as the agency to | 


ernment wished to change the basis of 
the contract, the proper course would 
be to invite fresh bids. 

By early October it was clear that the 
situation was changing, but the аѕѕаѕ= 
sination of then prime minister Indira 
Gandhi on 31 October (and the polit 
cal turmoil that followed) might have 
delayed the reversal of the decision. 
Prime Minister Rajiv Gandhi's govern- 
ment has since re-opened the bids. The 
government told parliament on 25 
April that its decision was based on 
such considerations as the inexperi- 
ence of Indian companies in laying а 
lengthy pipeline and the advantage of 
working with one vendor instead of 
several sub-contractors. Except for 
purchases of pipe, all components of 
the project (pipeline material, con- 
struction, the compressor stations and 
the telecommunication facilities) will 
be entrusted on the basis of tenders to 
be floated shortly 

Observers believe SNAM Progetti 
will be the successful tenderer, though 
the government contends that no one 
has won the contract yet. It said cons 
sideration would be given to bidders 
who would use "indigenous capabili- 
ties" so that domestic manufacturers 
can have an opportunity to participate 
in the project. The GAI is to be the au- 
thority responsible for the project's 
completion, with the EI as prime con- 
sultants and Nederlandse GASUNIE 
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| idiand Bank plc, one of Britain's leading 
_ banking groups, has just published its | 
. Report and Accounts for 1984 and the 
Annual Statement to Shareholders 
| of the Chairman, Sir Donald Barron. 
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Over 3,900 branches and О. 
80,600 staff worldwide 





i. "Total assets | £61, 483, 000,000 
ae Current, deposit and | 
. other customer accounts £56,598,000,000 
Advances and other 
. accounts £44,858,000,000 
Shareholders’ funds —— £1,685,000,000 
Group profit before tax _ £135,000,000 


































Midland Bank ple _ 
i -Clydesdale Bank ple (Scotland)... 
CU Crocker National Corporation (USA) 
1. Crocker National Bank (USA) 
Forward Trust Group Limited : 
.. Handelisfinanz Midland Bank (Switzerland) 
c Midland Bank Canada (Canada). 
` Midland Bank Equity Holdings Limited 
‘Midland Bank Group International Trade Services Limited 
Midland Bank Group Unit Trust Managers Limited 
Midland Bank Insurance Services Limited 
Midland Bank SA (France) 
Midland Bank (Singapore) Limited (Singapore) 
Midland Bank Trust Company Limited 
Midland Bank Trust Corporation (Jersey) Limited 
` Midland Export-Credithank AG (Austria) 
«Midland Finance (HK) Limited (Hong Kong) 
“Midland International Australia Limited (Australia) 
“Midland Montagu Administração в галера 
limitada ШЫ. 


The Group includes 


Midland Servicios Financieros SA (Spain) 
Northern Bank Limited (Northern Ireland) 
Samuel Montagu & Co. Limited 

The Thomas Cook Group Limited 

Trinkaus & Burkhardt KG (West Germany) 


Associated Companies include: 
Associated Midland Limited (Australia) 


„Bamerindus Midland Arrendamento Mercantil SA (Brazil) 


Banque Internationale de Placement SA (France) 
Forward Üversea Credit Limited (Singapore) 
Guyerzeller Bank AG (Switzerland) 
The Joint Credit, Card Company Limited (ACCESS) 
UBAF Bank Limited 
a {+ 
Trade Iivestméhts include. — 
European Amerinan Bank (USA). 
European Banking Company (UK & Belgium) 
European Banks’ International eee (EBIC) (Belgium) 









‘Copies or the Annual Re, 
R.J, Soudah, Chief Manager, Midland mne 
J.C. McLean Area Manager, Midland Ban 


et Ps Chairman's Statement can be obtained from: | 
c, 24th Floor, Prince's Building, 10 Chater Road, H ONG KONG 
plc, 48-01 OCBC ише 65 Chulia Street, SINGAPORE 0104 
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Bending a little 


The South Korean Government relents on its 
financial squeeze in response to business criticism 


By Paul Ensor in Seoul 


he South Korean Government has 

eased slightly its tight controls on 
the economy and has pledged a more 
flexible attitude towards monetary 
growth and bank borrowing by large 
firms. At the same time, in a bid to 
boost sagging exports, the won has 
been allowed to depreciate against the 
strong US dollar much more than in 
1984. 

Officials are quick to insist that 
basic policies aimed at holding down 
inflation and cutting back on borrow- 
ing by business conglomerates remain 
firmly in place. “This is not a change 
from past policies, it is just a more flex- 
ible approach,” according to Kim In 
Chul of the Ministry of Finance (MoF). 
As one foreign banker observed: 
“Maybe they are going to relent a biton 
this, but I don’t think that they will go 
too far.” Seoul's economic policymak- 
ers are unlikely to give enough, at least 
publicly, to lose face to an increasingly 
critical press and vociferous business 
community. However, by stressing 
that some guidelines are negotiable, 
they are aiming to quell the controversy 
and to improve the investment climate. 

While continuing to introduce new 
measures to deter borrowing for non- 
productive purposes and encourage 
new forms of financing such as stock 
issues, the government is showing it- 
self to be more flexible than in the past. 
In mid-April, it was announced that 
recently introduced “self-help” direc- 
tives — a highly controversial policy 
which required heavily indebted busi- 
ness groups wishing to raise funds for 
new operations to sell off property or 
companies in “non-mainstream busi- 
nesses” — would be relaxed. This was 
partly due to the difficulties in defin- 
ing what are the “mainstream” busi- 
ness of many of the diversified groups. 

One foreign banker described this 
approach to the problem of over-diver- 
sification as “nebulous.” He added: 
“Anyway, who is going to buy these 
companies that are supposed to be 
sold? Credit is so tight, other com- 
panies do not have the cash at the mo- 
ment.” 

Credit curbs on the 30 largest 
groups, which have seen their bank 
borrowing held to the levels out- 
standing at the end of 1983, remain 
in place, but according to the new 
guidelines, exemptions will be pos- 
sible on a case-by-case basis. The 
MoF has also reduced the number 
of companies under tight scrutiny, 
from the 1,739 owned by 161 groups 
to 715 companies owned by 68 busi- 
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ness groups. The new 
guidelines include 
more flexible finance 
regulations for com- 
panies wishing to 
raise money for joint 
ventures with foreign 
partners, and a new 
provision that ex- 
port-financing loans 
should be excluded 
from restrictions. 

Without commit- 
ting himself to de- 
tails, Finance Minis- 
ter Kim Mahn Je an- 
nounced on 22 April 
that a more “flexible 
approach” would be 
taken on monetary 
policy, saying that 
M2 growth, which 
had been set to reach 
9.5% in 1985 might 
be allowed to exceed 
this target. His plans 
for increasing M2 are 
based on a numbers 
game. By raising in- 
terest rates, he hopes 
to draw more money 
into the primary- 
banking sector from 
secondary financial 
institutions, such as 
short-term finance 
companies and trusts 
— thus moving some 
M3 growth into M2. 
Last year M2 growth was 7.7% com- 
pared to a 20% growth in M3. In the 
first three months of this year M2 
growth averaged 9% over year-earlier 
figures while in April it climbed 9.5%. 

Effective from 19 April, deposit and 
lending rates were raised from 10- 
11.5% a year to 10-13.5%. This will 
make bank deposits directly competi- 
tive with accounts in the secondary fi- 
nancial sector, which has drawn funds 
away from the banks in recent years. 
Bank deposits as a proportion of total 
deposits fell from 63.7% in 1980 to 
52.8% in 1984. 


[: the ministers plan works, and 
more money flows into the banks, the 
quality, rather than the quantity of 
loans available to companies will im- 
prove quickly. Commercial banks offer 
longer-term loans at lower interest 
rates than the short-term credit on 
which companies have become in- 
creasingly dependent during the past 
year of tight regulations on bank bor- 











BUT n 
overnight loans, has raised concern 
garding their financial stability, par- 
ticularly in the wake of the collapse of 
the Kukje group, then the country's 
sixth largest business group, which 
came when it could not pay off its 
short-term creditors (REVIEW, 28 Feb.). 
While the credit changes represent 
only a minor adjust- 
ment to existing po- 
: licies, by letting the 
won fall against the 
dollar, the govern-! 
ment has signific- 
antly departed from 
past policies. In 1984, 
the won fell only 4% 
against the rocketing 
US dollar, appreciat- 
ing against most other 
major currencies and 
thus cutting into the 
competitiveness of 
South Korean ex- 
ports in areas where 
currencies had lost 
values more rapidly 
— notably Western 
Europe, where South 
Korean exports drop- 
ped 20% last year 
While the finance 
minister has repeat- 
edly insisted that 
there would be “no 
one-shot devalua- 
tion,” the won has 
depreciated rapidly 
against the dollar, 
from US$1:Won 830 
at the beginning of 





the vear to a current 
USS$S1:Won 865, а 
4.2% fall in four 
months 

Some changes if 


policy are inevitable 
at a time when many 
are concerned about the performance 
of the economy and its prospects. The 
depreciation of the won was an at- 
tempt to boost exports which have per- 
formed badly in the first quarter, down 
8.295 from a year ago. The fall-off in 
performance was especially marked in 
heavy-industrial sectors, and news 
from the United States, which ab- 
sorbed 37.7% of South Korean exports 
last year, is not encouraging: protec- 
tionism is gaining ground in Washing- 
ton, and the US economy is slowing. 

In value terms, exports make up 30% 
of South Korea's gross national pros 
duct, but with spillover effect, their 
contribution comes closer to 50%; the 
Korea Development Institute, the gov- 
ernment economic think-tank, re- 
cently reduced an earlier projection of 
7.5% GNP growth for 1985 to 6.8%, 
South Korean companies are going 
through a lean period which could 
worsen with slower growth. According 
to the Korea Stock Exchange, in 1984 
listed firms recorded an average 10% 


91 





p 


b Aum جو‎ 


their criticisms of govern 
economie policies, regularl 
ng publie appearances and con- 
ing the “textbook ministers" — 
nce Minister Kim and Deputy 
me Minister and Economic Plan- 
ing Board Minister Shin Byong Hyun 
о named because the businessmen 
“they are following economic 
ry rather than economic realities. 
i his capacity as president of the 
ration of Korean Industries (FKT), 
undai chairman Chung Ju Yung has 
n. especially vocal, regularly giving 



























































laysia heads towards the end of 
he second quarter in an atmos- 
lere of uncertainty over domestic arid 
ational prospects, while con- 
ing tight domestic liquidity affects 
ess sentiment. In some sectors, 
stably construction and retail trad- 
g, the slowdown is palpable; in 
rs, such as plantation com- 
ities, demand for some products 
h as palm oil continues to hold 
eady or even improve slightly. 
cent political developments (the 
tion defeat in Sabah for a federal 
rnment-coalition party and disar- 
thelargest, Chinese-based coali- 
artner) have had a depressing ef- 
On. business for two reasons. First, 
have dampened expectations of 
arly election which might have led 
iblic-sector stimulation of the 
omy. Secondly, they have added a 
eral note of political uncertainty to 
isiness calculations. 
est questions hang over the 
vorld petroleum prices, the 
L of renewed buoyancy in 
-oil commodity prices and the 
hances of arresting the slowdown in 
he rate of domestic business activity. 
om the public-finance and current- 
ccount standpoints, another issue is 
whether Malaysia can continue to con- 
n the growth of foreign debt. 
Malaysia's public-sector revenue re- 
mains dependent on petroleum earn- 
ngs; a sharp price fall would require 
mediate restraint on government 
ending. As in neighbouring In- 
nesia, there is some concern in offi- 
d circles that prices could slip again. 
[eanwhile, sentiment in commodity 
arkets remains mixed; palm oil has 
ecovered from its slippage to around 
$1,150 (US$461) a tonne earlier this 
rear to prices in early May of M$1,650. 
Rubber has strengthened slightly in re- 
Sponse to tight physical positions in 
some grades in March, but the price 
now hangs just. below M$2/kg for the 









| ness groups) to the presidential com 








uestions of sentiment 





oft 7's largest cha. 
plex, the Blue House, to state their case 
to President Chun Doo Hwan. The 
level of criticism has risen since the 
collapse of the Kukje group in Feb- 
ruary, despite repeated assurances 
from the finance minister that no other 
group would suffer the same fate. 
Business interests have been able to 
recruit the press into their campaign — 
recently the Dong Ah Ilbo, one of 
Seoul's two largest newspapers, car- 
ried an editorial calling for the resig- 


THE SAVINGS-INVESTMENT GAP, 


1982-84 
(M$ million) 





Public gross domestic 


apital formation 
Public savings* 
Deficit 
Private gross domestic 
capital formation 
Private savings 
Deficit 


Gross domestic capital 
formation 

Gross national savings 

Balance on current account 


Current-account 
Deficit/GNP 


*Public-sector current surplus. 
Source: Bank Negara. 


benchmark grade, Cocoa slumped in 
April to a seven-month low, and 
timber and tin prices stayed low. 

The government's most recent busi- 
ness-expectations survey in April 
showed companies overall expecting a 
mere 2.1% increase in gross revenue in 
the first half of 1985 — much lower 
than the 10.8% expected at the com- 
parable time in 1984. The commercial 
sector has been reacting also to tight- 
ening liquidity, apparent since late 
1984, itself a response to a slowdown in 
bank-deposit growth. 


Do various measures to boost 
share trading (a slowdown:in new 
listings and more bank credit for share 


purchases) the stockmarket has re- | 


flected these sentiments. Trading in 
bearish conditions since the beginning 
of the year, stale bull sellers over- 
whelm sentiment during the in- 
frequent, short rallies while in the thin 
trading, investors concentrate on a 


narrow range of largely speculative | 


counters. 

From the publie-accounts stand- 
point, the news during the first few 
months of 1985 has been encouraging. 
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read 

tion that there will be some changes in: 
the current line-up after the national 
assembly opens later this month. As 
Koo Suk Mo of the Korea Economic 
Research Institute, an FKI think-tank, 
put it: "They have done a good job in 
stabilising the economy and bringing 
inflation under control, but price 
stabilisation is not an end in itself. 
Now we need money to invest and pro- 
vide jobs for our ever-growing labour 
force." п 








During the first quarter, the govern- 
ment achieved improved revenue flows 
while at the same time cutting its 
operating costs to 87% of 
budgeted disbursement 
targets. (For fiscal year 1985 
beginning 1 January, the gov- 
ernment has budgeted M$14.1 
billion for operating costs and 
another M$7.7 billion for 
development spending.) The 
government this year has con- 
tinued to rely less frequently 
on foreign capital markets for 
deficit financing; more of its 
borrowing abroad is directed 
to re-financing earlier loans. 

Federal government debt- 
service charges grew 44.1% to 
M$5.3 billion last year — 
equivalent to 11.9% of export 
receipts. External debt at the 
beginning of 1985 stood at 
M$37 billion, an increase of 
16% over the previous 12 months. Asa 
proportion of gross national product, 
external debt has grown from 41.5% in 
1982 to 51.7% by January. 

While merchandise receipts will 
probably fall short of last year's level, 
which itself was up 19% on 1983, mer- 
chandise imports continue to rise, and 
the deficit in the services account has 
become a matter of persistent concern. 
Officially, the services and transfer ac- 
count deficit is forecast to reach 
M$10.8 billion this year, but Treasury 
planners privately expect this to be ex- 
ceeded by at least M$1.5 billion. 

Signs of a less-favourable trading en- 
vironment this year and of slowing 
growth in the United States have al- 
ready led to revisions in growth fore- 
casts for 1985. The Treasury initially 
forecast real growth in 1985 to reach 
6.7% (compared to 7.3% in 1984 — a 
result made possible by one of Malay- 
sia’s best-ever merchandise account 
surpluses). But in its annual report for 
1984 (Review, 11 Apr.), Bank Negara 


| (the central bank) indirectly took issue 


with this upbeat prognosis, suggesting 
instead that. real growth might dip to - 
just 6% this year. aes 
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No one asks you to go this far and yet.. 





... in business you must perfor: 





Banking and financial services for 
high achievers 


M=” a profit is the ultimate objective 
of any dynamic businessman. But it is 
not the only one! Personal achievement is 
also a driving force: improving efficiency 
negotiating a contract, overtaking competi- 
tors, developing new markets, earning the 
confidence of customers. 

Since you seek personal achievement in 
business, Bank Brussels Lambert сап help 
you by smoothing the way and removing 
many of the obstacles. 














Our international network radiates out of 


Brussels, headquarters of the European 
Common Market,and covers the world’s key 
business and financial centers. Consequently, 
we have both the size and locations to handle 
the full range of your commercial needs. Yet 
we are still small enough to be quick, flex- 
ible, responsive and personal. Because we 
know that banking is as much a matter of 
people as it is of money, let us put our 
experience and expertise at your disposal. 


Our BBL offices in Melbourne and Sydney 
provide you with first-class banking services. 
For further information, please contact: 
Тош Urban, Chief Executive 

BBL Australia Limited 

Po. Box 276, Collins Street 

AUS - Melbourne 3000 Victoria 

Tel. : (61-3) 62.39 83 - Fax: (61-3) 6126.57 
Telex: (071) 36.877 


| 
| 
BBL Banking in Australia 


BBL Bank Brussels Lambert - 24, Avenue Marnix - 1050 Brussels - Phone : 5172111 


BBL is present in Australia, France, Great Britain, Italy, Japan, Spain, Singapore, Switzerland, 
the United States, as well as in other countries. 


Brussels Lambert 
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‘To save the pines, we starte 


66 Pine sawflies attack pine 
forests at intervals from between 
five to ten years. Their larvae 
eat the needles and kill the trees 
often resulting in massive destruc- 
tion to the forest’s growth. 

When I worked as a uni- 
versity researcher, one of my col- 
leagues was conducting research on the § 
pine sawfly and, in particular, a specific 
disease fatal to it which was caused by 
the polyhedral virus. 

As I moved here to Kemira I came 
up with the idea of tuming the polyhe- 
dral viruses into a product for safeguard- 
ing forests against the pine sawfly. After 
years of research at Kemira we managed 
to discover a method of producing these 
viruses. The raw material consisted ff 
simply of pine sawfly larvae killed by the 

Isease. : 

Polyhedral viruses have no effect on. B 
people or the rest of Nature. We 
just blend them in water and spray 
the water on the trees — a method as 
risk-free as the coming of the moming 


dew. 99 
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KALERVO SALONEN, 

CHIEF OF THE FOREST UNIT, 

KEMIRA FERTILIZER DIVISION 

KNOW-HOW FROM NATURE 
The best solutions in pest control are | 
often offered by Nature: she has creat- 
ed a natural enemy for each pest. The | 
use of these natural enemies is called 
biological control. 
Kemira already breeds a lot of 
these small mischiefmakers: insects, 
fungi and viruses. Most of them are 
doing their invaluable work in green- 
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joint venture with Nature. 


ЗУ 70 508 houses. Predatory mites, for instance, 
1^. "28 WE cat vegetable mites that can destroy 
M. | the whole cucumber harvest. 

5 Nature is full of ideas for biologi- 
cal control and we explore them all. 
Moles too can cause a lot of forest de- 
struction — it might be worth having a 
ме with their natural enemy, the 
owl... 
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THIS IS KEMIRA 

Kemira is a Finnish multi-product 
chemical company and one of the 
world’s leading manufacturers of ferti- 
lizers. We want to do more than just 
sell our products: we want to create 
solutions to basic human needs. One 
of our major endeavours is increasing 
world food production. 

But we are not so large as to over- 
look minor aspects of life. We apply 
our chemical expertise to solve our 
customers’ problems. Can we solve 
your problem, too? 
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Kemira Oy, Fertilizer Division: fertilizers, pes- 
ticides. Chemicals Division: industrial and 
specialty chemicals. Sáteri Division: viscose 
fibres. Mineral Chemistry Division: titanium- 
dioxide. Vihtavuori Division: explosives and 
| safety equipment. Kemira Engineering: li- 
cences, engineering and equipment for the 
chemical industry. Turnover with subsidiaries: 
USS 1 billion. Personnel: 11,000. For further 
information please write to our President: Dr. 
Yrjö Pessi, Kemira Oy, Malminkatu 30, 
00100 HELSINKI, Finland. 
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Subscribe now 


and ensure your copy each week. 


FarEasternEconomic 


JETSPEEDED RATES 


Country 


JS$60 00 
£40 00 
AS66 00 


... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind 


Rate: Soft cover US$21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon 


| Please enter my subscription for 
3 months 


6 months 


1.95/HK$170. For airmail delivery. 
dd: USS6/HKS45 


Payment of is enclosed 


Address 


Country —— 
Jetspeeded Surface mail 
Cheque payable to Far Eastern Economic Review enclosed 

To: Circulation Manager 
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If you buy, lease or finance heavy 
equipment, this message could 
mean extra revenue and extra 
profit. 

Equipment investment 
is a significant capital 
expenditure expected to 
produce maximum return. ? 
Unfortunately, equipment 
which costs thousands of dollars 
less to buy often ends up costing 
thousands of dollars more to own and 
operate, taking revenue and profit straight 
from your bottom line. 

Now, Caterpillar and your Caterpillar 
Dealer can help you make objective, 
definitive comparisons before you buy. 

Equipment Investment Analysis 
provides a free, no-obligation tool 
comparing any two machines head on. 
And, it is tailored to your specific 
Operation. 


Caterpillar, Cat and (B are Trademarks of Caterpillar Tractor Co 
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Machine Inv ‘stm nt Analysis 























Using your own information, 
the analysis looks at machine 
ownership costs (initial price, 
interest payments, trade-in value, 
etc). Then operating 
expenses, revenues and 
profits are projected 

The result is a clear, 
objective picture of the 
value gained by investing in one machine 
versus another. 

Want to know more? Talk to your 
Caterpillar Dealer today. Ask him for the 
whole story on Equipment Investment 
Analysis and what it can mean to you 
It's quick, it's free and it's another 
customer benefit from the industry leader 
— against whom all others are measured 
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THE 24 HOUR SQUARE 


Only Exchange Square provides all the facilities your company needs to operate around the clock. 
So now you can conduct business with the world right from your own office, No matter what 
time of day or night. 

All the communications and data facilities in Exchange Square are fully operational 24 hours a day. 
Backed-up by an around the clock maintenance service. 

And zoned air-conditioning is available on a 24 hour basis. 

Incoming night calls can be automatically directed to your home, or to a pre-selected number. 
The central answering service can also pass on messages. 

And should you want to enter the office late at night you simply use a pre-selected code to 
operate the lift to your floor. Needless to say the management staff are also on duty 24 hours a day. 
If time is money, Exchange Square gives you every minute of every day. 


The time to act is now. Tenants are already moving in. 
Please contact: Hongkong Land (tel: 5-8428288, telex: 75102) or 
Jones Lang Wootton (tel: 5-217171, telex: 74247). 


ГНЕ HUB OF ASIA’S BUSINESS WORLD 










FINANCE - 


NO MORE NOMURA 


The Japanese firm will pull out of a Thai joint 
venture rather than relinquish majority control 


By Paisal Sricharatchanya in Bangkok 


he Tokyo-based Nomura Securi- 

ties has decided to pull out of a 
joint-venture finance company in 
Thailand. The decision stemmed from 
its reluctance to yield management 
control, as required by Thai share-di- 
vestiture regulations which set a 40% 
limit on foreign shareholdings by May 
1986. 

Nomura's move to sell its entire 49% 
stake in Bangkok Nomura Interna- 
tional Securities Co. — a medium-size 
finance firm with assets of about Baht 
1 billion (US$37 million) — hardly 
came as a surprise. Two American 
banks, Chase Manhattan and Conti- 
nental Illinois, sold off their wholly 
owned finance-company subsidiaries 
here in the late 1970s and 1982 respec- 
tively, for a similar reason. 

“The development conforms with a 
worldwide trend in recent years. Most 
financial institutions feel that unless 
they can have full management control 
in a subsidiary firm, they prefer not to 
have any part at all,” commented 
Chote Sophonpanich, a senior execu- 

















tive vice-presi- 
dent of the Bang- 
kok Bank and 
also chairman of 
Bangkok Nomu- 
ra. 
Under the Fi- 
nance, Securi- 
ties and Credit 
Foncier Business Act (1979), a finance 
firm must have at least 100 small 
shareholders each owning no more 
than a 0.6% share and together ac- 
counting for at least 50%. Companies 
whose shareholding structures did not 
conform to the requirements when the 
Jaw came into force were given time to 
restructure. 

However, a provision of the law 
which relates directly to foreign 
shareholdings says companies which 
had less than 60% Thai shareholdings 
prior to the enactment of the act must 
raise such holdings to the 60% level by 
May 1986. Apart from Chase, Conti- 
nental Illinois and Bangkok Nomura, 
it is understood that a few other firms 








meet the 

Much like the divestiture require- 
ments for banks, the share-divestiture 
law for finance companies carried a 
distinct political overtone. One of the 
original objectives was to break up the 
ownership of financial institutions 
here which traditionally was in the 
hands of a few Sino-Thai family 
groups. But the departure of foreign 
banks may further undermine an al- 
ready weak sector which is plagued by 
sub-standard management. 

Set up more than 10 years ago, 
Bangkok Nomura is capitalised at 
Baht 40 million with retained earnings 
close to that amount, It is considered a 
solid but conservative outfit that has 
enjoyed continuous but low profitabil- 
ity. Although the Bangkok Bank holds 
10% and the remainder is held by indi- 
viduals and institutions affiliated with 
the bank, management in recent years 
has been by consensus under the Nom- 
ura group. 

Members of the Bangkok Bank-af- 
filiated Sophonpanich family have ag- 
reed to take over the 49% stake in mid- 
May. Chote declined to specify the 
price, apart from saying that the shares 
are sold above the Baht 100 par but 
below Baht 150 each. Following a 
name change, the firm is expected to 
become a more aggressive player in the 
finance industry. п 





The price of pride 


Sumitomo’s attempt to take the lead in the Euroyen 
market ends in embarrassment for bank and borrower 


By Richard Hanson in Tokyo 
О: 1 April, Japan's Ministry of Fi- 
nance (MoF) formally liberalised 
international yen lending, allowing Ja- 
panese banks the freedom to arrange 
medium- and long-term Euroyen loans 
for non-resident borrowers. Long-ex- 
pected, this loosening of controls fol- 
lowed closely the recommendations, 
announced in March, of an influential 
MoF advisory committee, whose mem- 
bers strongly endorsed free-wheeling 
Euroyen transactions as “an important 
step for the internationalisation of the 
yen." 

The first attempt, by Sumitomo 
Bank, to arrange a large Euroyen loan 
for Sweden, ended in a well-publicised 
disaster. When Euroyen bond issues 
were liberalised on 1 December, exces- 
sive competition among Japanese fi- 
nancial institutions quickly spoiled 
the market. Aggressive competition 
(along with bruised egos) played a role 
in marring the Euroyen loan market's 
Swedish debut. There appear, how- 
ever, to be deeper currents. 

As the dust settles on the Sumitomo- 
Sweden debacle, it is becoming more 
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evident that liberalisation of Euroyen 
transactions — and greater freedom of 
Japanese banks to operate interna- 
tionally — is to be accompanied by a 
broader move toimpose more stringent 
controls on the international balance- 


sheets of Japanese banks, inspired 
partly by the tighter grip extended re- 
cently by the Bank of England on risk- 
vs-capital activities by British banks. 

In rejecting the Swedish loan, Ja- 
panese bankers vented their anger*at 
Sumitomo's aggressive behaviour. 
However, they were in part implicitly 
acknowledging that more nails are 
being hammered in the coffin of un- 
restrained, low-margin international 
lending and investment, an era which 
actually began to end in the debt crises 
of the late 1970s and early 1980s 

Sumitomo Bank's last hopes to lead- 
manage what was to be the first long- 
term Euroyen loan deal collapsed ig- 
nominiously on 18 April, the deadline 
for other Japanese banks to declare 
their willingness to join in making the 
loan a success. 

In a terse statement issued in Stock- 
holm, Sweden said the loan would not 
go ahead -because other Japanese 
banks could not agree to the exceed- 
ingly slim terms being offered by 
Sumitomo. Licking its wounds in 
Tokyo, Sumitomo decljned to elabo- 
rate further 

Three weeks earlier, Sumitomo had 
announced in London what appeared 
to be a coup in winning the mandate 
for a jumbo 10-year ¥100 billion 
(US$396 million) revolving Euroyen 
loan for Sweden. The loan was priced 
at 0.125 of a percentage point above 
the London inter-bank offered rate 
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Dele 


- Extracts from 
Julian OgilvieThompson's 
Statement for 1984 


f Atthe end of 1984 Mr. H. F eimer retired 
EJ after 27 years as Chairman of De Beers, but will 
stay on the Board, and was succeeded by 
Julian Ogilvie Thompson. Nicholas Oppenheimer 
wasappointed Deputy Chairman. 
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Demand for rough diamonds is 
broadening- retail diamond - 
jewellery sales set a new record 


Atthe end of 1984, a few days after the 50th anniversaryof - ofdiamonds: Nevertheless, there was only a relatively small 

i$ appointment as a director, Mr Harry Oppenheimerretiredas ^^ realincrease of R191 nillion in Group stocks over the year. 
Charman of De Beers; he had held that office for 27 years. His In all the circumstances, I believe that De Beers results last 
father, Sir Ernest, whom he succeeded, had been a director for 31 year were assatisfactory as could be expected. Net attributable 

- years, all but three as Chairman. That constitutes a remarkable profits, excluding our share of retained profits and extraordinary 


- record of service from father and son to any company. « profits of associated companies, rose by eight per cent to R332.5 
. Theyearsof Harry Oppenheimer s chairmanship saw а million, or 92.4 centsa share. Including our share of retained 
. prodigious growth in the activities of the Company, particularly in profits of associated companies, earnings increased by 28 per cent 
` thesize and diversity of the non-diamond assets which have to R677.7 million or 188.4 cents a share. Our share of associated * 


+ played such an important part in enabling De Beers to provide the companies extraordinary profits was R56.2 million, compared  : 

Е, finance for bringing the industry through what Mr Oppenheimer # with R5.7 million in 1983. The dividend was maintained at 40 

has described as its worst depression in 50 years. "centsa share, absorbing R143.9 million. 

i ү Although retail sales of diamond jewellery set а new record in Netcurrent assets improved by R185 million to R282 million 

1984, difficulties in the market for rough diamonds persisted. and the increase in long- and medium-term liabilities was R465 

_ Measured in US Dollars, the currency in which rough diamonds million, leaving a net apparent increase in funding of R280 million. 

` are priced, sales by the CSO were only one percent higher than in .. However, this figure was less than the increase of R349 million 9 k 
1983, at US $1,613 million. “which would have resulted from the application of the change in, ы 

4 Rough dimond wales + the Rand/Dollar exchange rate to such liabilities and assets brought 


2 forward from the previous year. Borrowings remain well within . 
Ж The year мара аут) ча ч) the total facilities available to our Group. 
how п а coming cines ete nha Investments outside the diamond industry appreciated by, 
ас For this there sere cheée maintemons. First, the R409 million to R3,687 million (1,024 cents per share) over the ` 


B iced and subseanitaPappteciaiion of the US Doll ыш year, and yielded income of R183 million, compared with R 162, 
a2 


other currencies effectively increased diamond prices in the rest of miljon the previous year. ps 
the world. Secondly, in the light of the losses sustained in U.S.retail sales up 19% 
financing the diamond trade, the banks continued to rationalise Retail sales of diamond jewellery in the United States 
their lending activities, thus accentuating the financial pressure on increased in value by no less than 19 per centin 1984. Outside ^ ' 
some manufacturers and dealers. Thirdly, at a critical juncture the United States there was on average a small increase in retail 
imports of polished diamonds into Antwerp temporarily sales in local currencies. Overall more consumers acquired 
increased, which because of the timing and price levels involved diamond jewellery than ever before and the increase in retail sales 
had disruptive effects in all the cutting centres. world-wide came to approximately six per cent in Dollars. It 1 : 

.. Accordingly the CSO continued its stabilisation policy by follows that sales of diamonds in jewellery once again substantially 


.. withholding from the market the larger sizes and better qualities exceeded the corresponding value of rough diamonds sold to the 
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cutting centres — asa consequence of the CSO's policy of 
withholding qualities notin demand — and brought about a 
further significant decline in the quantity of diamonds in the 
pipeline between the CSO and the ultimaté consumer. 

The large rise in our stocks in recent years, from US $936 
million in 1980 to US $1,950 million in 1984 is of course the 
obverse of the reduction in the pipeline stock that our policies 
have brought about. We estimate that during those five years 
stocks in the cutting centres have fallen by nearly US $5 billion i.e. 
by five timesas much as the rise in our own stocks. 

The low level of cutting centre stocks now prevailing is 
evidenced by the much more reasonable levels of bank finance + 
outstanding. Stocks in the hands of jewellery manufacturers and 
retailers have likewise fallen significantly. Hence if the world 
economy continues to grow the stage is well set for 
sales of rough diamonds to resume their rising trend. *. 

Atthe first three sights in 1985, during 
which the CSO maintained its policy of selective 
allocation, there was a welcome indication 
ofinterest in a wider range of diamonds, 
and sales of the larger sizes increased. 
Total sales were affected by the 
decision of the Indian tradenotto — 
import rough diamonds over a period 
that included the February sight, as 
aresultofcertainfiscalproblems ` 
between the trade and the authorities 
in Bombay. It remains to be seen 
whether the sales lost by the CSO as 
a result of this action will be recouped 
during the remainder of the year. 


Good industrial sales 

The industrial side of our business 
hadanother good year. There wasa A 
pleasing improvement in sales of natural 
grit, but sales of drilling stones continued 
to be affected by the depression in minerals 
exploration. Sales of synthetic grit and poly- 
crystalline diamond products, which had passed 
the US $100 million mark the previous year, rose by as » 
muchas 15 per cent, and there was further growth in the 
profitability of the Group's three diamond synthesis factories” 
facilitated by new techniques developed at the Diamond 
Research Laboratory. We estimate that the market for synthetic 
and natural grit and drilling stones in the non-Communist world 
now absorbs about 150 million carats a year. The improvement in 
demand for industrial diamonds is particularly encouraging in 
view ofthe fact that the Argyle mine in Australia, which will be a 
big producer of industrial and drilling qualities, is due to come 
into full production at the end of this year. Plans for the marketing 
ofthe Argyle production are being developed and we have 
intensified our research into new uses of natural diamond grit. 

Itis now nearly six years since the Group achieved a unified 
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wage structure on its mines in South Africa and SWA/Namibia, 
and our extensive training and development programmes for 


‘employees at all levels has enabled us to make further progress in 


implementing our policy of merit-based manning. We welcome 

the recruitment of employees in our Namaqualand division by 

the National Union of Mineworkers whose negotiations with 

mine management for a recognition agreement are well | 
advanced. This will broaden employee participation in the N 
negotiation of wages and conditions of service, which isin line 
with our policy of favouring responsible union representation 
on our mines. 


The Urban Foundation 


We have maintained our contributions to the Chairman s 


Fund, which devotes a large part of itsactivitiestoimprovingthe — 
T quality and extentof technical education; and tothe — | 


"m 


Urban Foundation, which has facilitated a 
number of notable achievements in the socio- 
economic development of South Africa 
© during the past year. We believe that р 3 
through these institutions, and others, the — 
Group continues to play its part in the 
creation of a fairer and more just society 
in South Africa, 
Atthe last annual general 
meeting Mr Oppenheimer referred E. 
with deep regret to the death of | 
Dr Louis Murray, іп a flying accident, 
adirector since 1975. For nearly 20 f " 
fears he had been responsible for our 
world-wide exploration activities, "n 
and under his leadership the i 


Botswana were 
made. In 
November, 
Mr Alex Barbour, _ 
я j 
a director of the 





dd 


Diamond Trading 
Company, was " 
appointed to 
our board 
A fine quality 
oval cut diamond 
The full Chairman's Statement is contained in the Annual Report - 
of the Company for the year ended 31st December 1984 which was E. 


posted to registered Shareholders on 24th April 1985 


De Beers Consolidated Mines Limited 
(Incorporated in the Republic of South Africa) 


Head Office : 
36 Stockdale Street, Kimberley, South Africa. "gl 
London Office 
40 Holborn Viaduct, London ECIP 1A] 


De Beers 


The name that stands for diamonds 
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of the рай, ise ya 
most powerful commercial banks. 

For most bankers in Tokyo the 
Swedish loan disaster began on 30 
March, when the first press report ap- 
peared detailing Sumitomo Bank's 
E in London. The margin on the 

100 billion credit was little enough to 
disturb bankers: earlier this year, most 
banks had reached the “understand- 
ing" that Euroyen loans to be 
liberalised on 1 April should be 
launched with a 0.375-point spread. 
Some would have accepted 0.25 of a 
point, but not 0.125. 

What tipped the scale against 
Sumitomo was its failure to discuss — 
or even inform — other banks of the 
loan conditions before the announce- 


COMPANIES 
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gro ) gla Бап Keys snes g 
them were the three banks (Dai-Ichi 
Kangyo, Mitsubishi Bank and Bank of 
Tokyo) which along’ with Sumitomo 
led a US$300 million Eurodollar loan 
for Sweden in 1982. The new lóan was 
to refinance that earlier credit. For 
their own reasons, Sumitomo’s officers 
in London felt no need to bring in the 
competition until the mandate was in 
hand. 

Both Sweden and Sumitomo were 
too eager to be first into the Euroyen 
market. Sweden insisted that the syn- 
dicate be made up of the top-ranked 
Japanese banks and also made it clear 
that it did not need the yen loan any- 
way. 

The loan was initially hailed in the 


OTB still unwinding 


Overseas Trust Bank is selling its second main banking 
subsidiary to Malaysian financiers, the Queks 


By Robert Cottrell in Hongkong 


Hore Leong Co.'s proposed pur- 
chase of Overseas Trust Bank's 
(OTB) controlling stake in the pub- 
licly quoted Hongkong Industrial 
and Commercial Bank (HICB) repre- 
sents an aggressive expansion of Ma- 
laysian-owned Hong Leong's bank- 
ing business in Hongkong, and the 
second major asset divestiture by 
OTB in less than a year. 

Hong Leong is proposing to finance 
the acquisition by an issue of up to 
295.8 million new shares, which its 
securities arm is offering to place at 
HK$1.40 each on behalf of recipients 
who want cash. The formula values 
the whole of HICB at HK$414.1 mil- 
lion (US$53.1 million). OTB has said 
it will sell the Hong Leong shares it 
receives, realising HK$256.8 million 
in cash for its 62% HICB holding. 
Hong Leong's acquisition of OTB's 
stake in HICB would trigger a man- 
datory general offer to all sharehold- 
ers under the Code on Takeovers and 
Mergers. The deal as a whole still has 
to be passed by the Hongkong Gov- 
ernment, which must approve any 
change of local-bank ownership. 
Hong Leong also says it wants to 
satisfy itself as to “certain informa- 
tion concerning HICB's business" be- 
fore making a final commitment. 

The price represents a 65% pre- 
mium over HICB's disclosed net- 
asset value at its last balance date of 
30 June 1984, and a multiple of 15 
times HICB's 1983-84 published 
earnings, which totalled HK$27.3 
million after tax and any transfers 
which may have been made to inner 
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Dao Heng's Kwek Leng Hai (left), and Hong 
Leong chairman Quek Leng Chan. 





reserves. If Hong Leong's bid is ac- 
cepted in full, the new shares issued 
to finance it would amount to 29% of 
Hong Leong's enlarged equity. The 
effect of the acquisition on Hong 
Leong's banking business will be to 
add some HK$2.8 billion of total as- 
sets from HICB's balance-sheet to the 
HK$6.2 billion of total assets already 
attributableto Dao Heng Bank (Hong 
Leong’s Hongkong banking arm), 
based on 30 June 1984 published ac- 
counts. Hong Leong has not said 
whether it plans to run Dao Heng and 
HICB as separate businesses. 


he premium apparently being paid 
for HICB's licence and goodwill, 
while arguably high in a territory 
with intense retail-banking competi- 





jlion to 
|Grindlays in March 1982 for Dao 
| Heng Bank, which published net as- 
| sets at the end of that year of HK$392 
;million. Hongkong Chinese Bank 





ng each othei ONEN ks 
the Easter Holidays approached, 
Sumitomo was faced with a full-scale 
boycott. A senior banker at the Indus- 
trial Bank of Japan commented at the 
time: “I am used to walking away from 
loans with unacceptable terms, but 
usually no one élse follows.” 


S umitomo scrambled to put together 
an alternative syndicate, including 
foreign banks. But Sweden insisted on 
the originally proposed management 
group of 12 Japanese banks: Bank of 
Tokyo, Industrial Bank of Japan, The 
Long-Term Credit Bank, Nippon 
Credit Bank, Dai-Ichi Kangyo, Fuji, 
Mitsui, Sanwa, Mitsubishi, Tokai, Mit- 
subishi Trust and Sumitomo Trust. 


‘tion anda tightening regulatory envi- 


ronment, is still less than that paid by 


[other recent buyers of banks in Hong- 


kong. Hong Leong itself, together 
with other investors, paid HK$1 bil- 
the then British-owned 


(HCB) was sold in November 1984 by 
OTB for roughly double its net worth. 
The lower premium for HICB may re- 
flect proportionately smaller hidden 
reserves, deterioration of assets since 
the last published balance-sheet, or 
simply an ebbing of buyer interest. 

The sale of HICB has been expected 
for many months, particularly since 
OTB sold HCB, for HK$337 millionto | 
Worthen, which represents Indone- 
sian and United States investors asso- 
ciated with Indonesian entrepreneur 
Mochtar Riady. OTB bought control 
of HICB in 1973 and HCB in 1981, a 
period of rapid growth for the com- 
pany, then presided over by Chang 
Ming Thien, a pivotal figure of Over- 
seas Chinese finance in Southeast 
Asia. When Chang died in 1982, 
OTB’s consolidated assets had grown 
to HK$11.1 billion, but its profits 
were peaking. They fell from a con- 
solidated net HK$156.8 million in 
1981-82 to HK$53.44 million in 1983- 
84. 

The bleak outlook for smaller 
banks in Hongkong may be precisely 


what makes HICB attractive now toa 


player such as Hong Leong which al- 
ready has banking operations and 
wants to make them bigger — par- 
ticularly when it also has marketable 
equity. Hong Leong, whose asso- 


ciates include the Kuwait Invest- 


ment Office, is shrewd to offer shares 
at a time when Hongkong investors 
are mesmerised by a putative free- 
masonry of Asean financiers massing 
to storm its markets. Hongkong's lib- 
eral jurisdiction is an added attrac- 
tion for Overseas Chinese. 
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rectly on the other banks. The direc 
of the Swedish National Debt Office, 
Peter Engstrom, conveniently was to 
be in Tokyo to sign a ¥50 billion 
samurai-bond agreement. Engstrom 
appealed to the banks in a brief gather- 
ing at his hotel in Tokyo. The message 
amounted to a blunt take it or leave it. 
No new terms, no questions allowed. It 
is understood only one among the 
banks said yes to joining the loan. 
Sumitomo's London office must take 
a great deal of the responsibility for 
placing the bank in an untenable posi- 
tion. The bank's problem would also 
have been viewed more sympatheti- 
cally, perhaps, if it had less of a reputa- 
tion for aggressiveness in recent years. 
It is doubtful that Sumitomo's busi- 







loans. و ر ت‎ bankers see ample 
availability, but they have also dem- 
onstrated an unwillingness to take on 
loans with tight margins that may not 
look very good on their books in the fu- 
ture. 

The MoF is preparing the way for 
the imposition some time in the next 
12 months of “risk-asset ratio" 
guidelines, which could curb Japanese 
bank investment activities in securis 
ties-type loan instruments, such 88 
note-issuance facilities and revolving 
underwriting facilities Tighter 
guidelines on all lending to non-resi+ 
dents have already been quietly im- 
posed. That could mean a slowdown of 
lending in coming months. 
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Other bankers are inclined to agree 
with Sumitomo as far as the pricing is 
concerned, given Sweden's reputation 
and standing in the Eurocurrency mar- 
ket. However, Sumitomo is being 
roundly criticised for trying to force 
such a large loan on the new market. 
Some suggest that Y50 billion would 
have been easier to swallow. 

There are no large Euroyen syndica- 
tions expected for the time being. 
Smaller one-on-one bank loans of 
Y 3-5 billion are being made to corpo- 
rate as well as sovereign borrowers. 
Quietly arranged "club" loans of up to 
* 20 billion involving a small group of 
banks may also be seen. 


COMPANY RESULTS 


vá 


San Miguel роз 


San Miguel Corp. (diversified brewer 
and food producer), Philippines. Year 
to 31 Dec. 1984. Net income P422.3 
million (US$22.8 million) vs P403.6 
million. Gross revenues P10.37 bil- 
lion vs P6.46 billion. Positive record 
despite difficult economic environ- 
ment, attributed to flexibility in 


(meeting adverse climate. Current 


economic and financial difficulties 
are likely to persist in 1985. 


TNT powers ahead 


Thomas Nationwide _ Transport 
(major transport group), Australia. 
Nine months to 31 Mar. 1984. Operat- 
ing profit A$47.2 million (US$31.3 
million), up 177%. Turnover A$1.7 
billion vs A$1.2 billion. After-tax 
profit A$47.1 million vs A$16.9 mil- 
lion. Dividend 9 A cents a share. Di- 
rectors forecast substantial improve- 
ment in full year. 


Cerebos spices result 
Cerebos Pacific (food products 
group), Singapore, Half year to 31 
Jan. 1985. Turnover S$103 million 
(US$46.3 million) vs S$82 million. 
Pre-tax profit S$17.5 million vs S$15 
million. After-tax profit S$7.5 mil- 
lion vs S$7 million. No interim di- 
vidend. Continuing improvement ex- 
pected in second half. 
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Hong Leong slides 


Hong Leong Finance (largest local fi- 
nance company), Singapore. Year to 
31 Dec. 1984. Group after-tax profit 
$$24.4 million (US$10.9 million) vs 
$$39.8 million. First and final di- 
ue 12% gross, unchanged. 

in property subsidiary and 
inert sed provision for bad loans of 
finance company affected profitabil- 
ity. Not much improvement is seen in 
the current year as consolidation 
continues throughout the diversified 
financial group. 


Benguet tarnished 

Benguet Corp. (gold and copper min- 
ing), Philippines. Three months to 31 
Mar. 1985. Net loss P63.3 million 
(US$3.4 million) vs net profit of 
P52.8 million. Operating revenues 
P725.7 million vs 2790.2 million. 


From gold operations, its primary 
line, aloss of 235.2 million vs a profit 
of P25.3 million: "Unexpected" dis- 


appointing performance caused by 
protracted weakness in gold prices, 

unfavourable market conditions for 
refractory chromite and continuing 
losses of a 68%-owned subsidiary 
with contracts in the Middle East. 
The company remains apprehensive 
about its full-year prospects. 


Hartogen energises 
Hartogen Energy (oil producer), Aus- 
tralia. Year to 31 Dec. 1984. Sales 
A$18.62 million (US$12.2 million) vs 
A$15.27 million. Other income 
A$6.71 million vs A$4.18 million. 
Pre-tax earnings A$12.5 million vs 
A$10.12 million. Annual dividend 5 A 
cents vs 2 A cents. Increased earnings 
from higher oil and gas output and 
higher gas prices, and heavy carry- 
over of tax credits from exploration. 
High discovery rate promises further 
expansion. 


Inchcape and Co. (diversified trading 
company with substantial interests 
in Asia) Britain. Year to 31 Dec 
1984. Pre-tax profit £78.9 million 
(US$94.4 million) vs £53 million. 
Turnover £2.09 billion, up 18%. At- 
tributable earnings 29.1p (13.2p) à 
share. Dividend unchanged at 18.15p 
a share. Directors confident 1984 im- 
provement will be maintained. Per- 
formance helped by buoyant trading 
conditions in Hongkong arising from 
substantial increase in China trade 


Allied Investors off 


Allied Investors Corp. (investment and 
shipping firm), Hongkong. Year to 31 
Dec. 1984. Net profit HK$32.9 million 
(US$4.2 million) vs HK$53.3 million. 
Net extraordinary loss HK$181.7 mil- 
lion vs extraordinary gain HK$19.7 
million. Final dividend 55 HK cents a 
share, making total 82.5 HK cents or 
HK$24.16 million unchanged. 


Oriental Petroleum up 
Oriental Petroleum and Minerals 
Corp. (oil exploration), Philippines. 
Year to 31 Dec. 1984. Net income 
P102.8 million (US$5.5 million) vs 
P62.4 million. Total revenues P310.3 
million vs P176.6 million. Operating 
expenses P176.9 million vs P110.4 
million. Industry remains uncertain 
over prospects. 
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HONGKONG was the star performer in the period to.6 May, beating all other markets 
in Asia with a 6.6% rise in value over the period. The market's buoyancy attracted in- 
vestment from other markets, notably Singapore. Malaysia took the worst drubbing. 


HONGKONG: The Hang Seng Index bounced to 
near the 1,600 level on the last day of the period, 
rising by more than 6% in value to close at 
1,596.43. The index has gained 30% since the be- 
ginning of the year. Volume rose to a daily aver- 
age of HK$365.53 million (US$46.9 million). 
Turnover swelled to HK$531 million on 6 May, 
the biggest since 18 Feb. Sentiment was buoyed 
by a recent lowering of mortgage rates by major 
banks, lending optimism to a property-market 
recovery. News of continuing takeover interest 


_ in various small, listed companies also excited 


punters. 


~ 








TOKYO: Trading on the Tokyo Stock Exchange 


Was quiet in a traditionally dull period because 
of the multiple Golden Week holidays. Daily vol- 


| ume averaged only 306.5 million shares. The 


Nikkei-Dow Jones Average settled at 12,545.25 
points on 4 May. Interest continued to focus on 
domestic economy-related shares in anticipation 
of a possible reflation of the economy to boost 
imports. Construction issues were especially ac- 
tive. Analysts expected low-priced shares to 
come to the fore after trading picks up. 


SINGAPORE: The market slid in sparse trading 
as investors continued their cautious attitude. 
Fraser's Industrial Index shed another 45.55 
points to close at 4,344.9 on 6 May. Market senti- 
ment was dampened by a perceptible flow of 
local money to the booming Hongkong market 
and the political deadlock in the Malaysian 
Chinese Association, which was nowhere near 
resolution. The only good news was healthy 
palm-oil prices, which boosted plantation 
shares. Consolidated Plantation was much 
sought after, its price rising to S$3.02 (US$1.3), 
up 9 S cents. An average of 6.43 million shares 
were traded in the four-day period, 1 May beinga 
public holiday. 


KUALA LUMPUR: А 16-point slide in Frasers 


Industrial Index for Malaysia on the last day re- 
flected a drop in sentiment in the holiday-short- 
ened pus. with losses outpacing gains at the 
close by 110 to 17 in easier trading. An absence of 
local corporate leads, mediocre Wall Street per- 
formance and the lead-up to a tension-charged 
emergency general meeting of the Malaysian 
Chinese Association on 12 May all contributed to 
the bearish result. Average daily-trading volume 
remained low: at 4.6 million units, valued at 
M$8.6 million (US$3.4 million). 


AUSTRALIA: Markets ended the period on a 


bright note after mixed trading which saw prices 
tumble and then regain strength. The major indi- 
ces took a battering earlier in the period as both 
domestic and overseas investors held off buying, 
but revived on the last day with rises in all sec- 
tors. The limelight in 6 May trading went to 
Rupert Murdoch's News Corp. which rose to 
A$8.70 (US$5.7), up A$1.10, following news of 
his media purchases in the United States. A 
steadier Australian dollar and renewed buying 
interest helped the Australian All-Ordinaries 
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Index'elose 8.7 points higher on the last day at 


875.1. The All-Industrials closed the period at 


1,221.8, up 10 points. 


NEW ZEALAND: The market continued its up- 


ward run with the index setting progressively 
higher peaks in the second part of the period. 
Takeover activity and rumours of thé same con- 
tinued to be the driving force behind the market 
with speculators climbing over each other to 
raise bid prices. The meat industry came in for 
particular attention this time but bid activity has 
spread through the market as the bubble ex- 
pands. 


TAIWAN: The markets continuing doldrums, 
brought on by concerns over Taiwan's lagging 
exports and domestic-investment rates, resulted 
in the lowest average daily-trading volume since 
early 1983: NT$316 million (US$7.9 million), The 
weighted price index fell 5.23 points to 734.16 at 
period’s end. A few companies still managed 
good performances, led by China General Plas- 
tics Corp., up 5.6% to 24.6 points, and Kolin 
(electric appliances), up 3.8% to 24.4. Analysts 
continue to be optimistic about the market's pros- 
pects, despite its decline of recent months. 


BANGKOK: the market took a heavy beating 
with banking and cement issues bearing the 
brunt of selling, The market's rapicfall was at- 
tributed to technical adjustment in an over- 
bought situation. The slight recovery in mid-ses- 
sion was insufficient to offset the period's losses. 
The Book Club Index closed at 136.12, down 2.08 
points on the period. Mah Boonkrong and BATA 
were major losers. Volume was down to Baht 
183.6 million (US$6.6 million) or 1.11 million 
shares. 


MANILA: Volume reached 115.5 million shares, 
despite two holidays, mainly on fairly brisk ac- 
tivity in so-called dormant issues threatened 
with delisting, one of them Manila Mining. But 
lacklustre trading in blue chips limited value to 
P3.96 million (US$210,000). And with slight 
credit easing negated by bad first-quarter earn- 
ings reports, there was a preponderance of the 
minus sign which pulled the mining index down 
4.06 points to 654.34 and the commercial-indus- 
trials 0.37 to 131.98. Losses in Atlas and Lepanto 
were only partially offset by gains in Philex. 
PLDT yielded some ground while San Miguel 
was steady. Aided by good results, Oriental was 
the sole gainer in oils, boosting the oil index by 
0.013 of a point to 0.638. 


SEOUL: A lacklustre market saw the index fall 
0.53 of a point to 133.78, and average daily trad- 
ing to 10.415 million shares, a fall-off of 53,000 
from the previous period. Political unrest arising 
from student demonstrations sapped investors’ 
confidence, and individual issues were strongly 
affected Бу recent adverse developments — 
Taekwang Industries fell the furthest, by Won 
269 (32 US cents) following a fire in its main tex- 
tiles mill in Pusan. 
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WHY THE OWNER 
OF A PATEK PHILIPPE HAS MORE 
THAN JUST MONEY’S WORTH. 






















The Golden Ellipse. 


It takes nine months to m | complete the Golden Ellipse 
shown here. Sometimes ` Я even several years fora complicat 
ed Patek Philippe model. | 

Every element is microscop- ically hand-finished to a tolerance 
which represents a fraction of the thickness of a human hair. Every 
wheel, gear, pinion and cog is polished by hand until it is vir 
tually frictionless. 

Just as most Patek 
one generation to the next, so fe are the tools that Patek Philippe 
watchmakers use to perfect 1 * them - heirlooms that have become 
as precious as they are in- 

After 600 hours of ; 
near absolute perfection 5 EV as human hands and minds can achieve, 


each watch is lubricated 59455 Ко delicately that it takes less than a cupful of oil 


‘dispensable. 


testing, regulating and refining to as 





for an entire year’s pro- 

Everything abouta gold Patek Philippe that can be gold, is gold ~ 18 ct. 
gold — right down to the dial, the winding crown, the strap buckle, and 
the spring bars that hold the strap to the watch. In automatic Patek 


Philippes, even the winding rotors are of solid gold, since the additional 










weight increases the winding efficiency. 

But the real cost is in the time, patience, tradition and absolute dedication 
to flawlessness that makes it a Patek Philippe. 

Like any other work of art by an acknowledged master, a Patek Philippe 
appreciates in value because the scarcity of such quality is growing at a dis 


YR 


heartening rate. 

Thus, if you are aiming for perfection you need patience. Perseverance 
too. And perhaps a streak of thë stubbornness required to achieve the best 
things in life. But isn’t it this that relates Patek Philippe watches to their 


owners? 


PHILIPPE 


E al rus du Rhóne, CH-1211 Genevo 3 FOR MAS TERS OF THEIR TIME. 


Which makes one think ... why not invest in a Patek Philippe? 








With each of the Minolta zoom copier family, you get the 
choice of 78] individually-selectable zoom ratios between 
1.420X and 0.640X with which to enlarge or reduce the 
image area of your original to the exact size you require. 

Zoom enlargement/reduction gives you complete control 
over copying. No longer are you limited to just a few choices 
that restrict the size of the copies that you can make. Think 
of the possibilities! These versatile PPCs will let you 
“blow up” fine-lined engineering drawings so that you can 
obtain only the detailed area that you require. Or you can 
reduce oversized originals to common filing or facsimile 
transmission sizes, easily and quickly. There’s virtually no 
limit to the uses you can make of their zoom enlargement/ 
reduction function! 


See the ЕРЗ502/ЕР4502/ЕР5502/ЕР6502 01 these Minolta subsidiaries ond distributors: 


And to help you even more, the Minolta EP450Z, EP550Z 
and EP650Z provide Automatic Magnification Selection and 
Automatic Paper Size Selection, too. These help you speed 
through the most difficult copying jobs with confidence and 
ease. And help eliminate the possibility of making mistakes, 
too! Plus all Minolta zoom PPCs feature the Minolta Micro- 
Toning System: advanced copier electronics insure you 
obtain optimum copy quality from even the most difficult-to- 
copy originals. 

The Minolta zoom copier family. Each lets your copying 
capabilities soar with 78] enlargements and reductions. 
Which one’s right for your office needs? 


Bangladesh Brothers International Ltd. National Scout Bhaban, Inner Circular Road, Kakrail Dhaka, G.P.O. Box No 767 Phone: 400042, 404929 


Hong Kong Minolta Hong Kong Ltd. 67-7! Chatham Road South, G/F Oriental Centre. Kowloon — Phone: 3-676051 

India Methodex Systems Pvt. Ltd. 607-8 Meghdoot 94 Nehru Place. New Delhi 110019 Phone: 682475. 682476 
Indonesia РТ Perdana Nirwana Abadi Со 678 Ji, Krekot Raya, Jakarta Pusat Phone: 372609 

Malaysia City Marketing Sdn. Bhd. Wisma Cestel, No. 4, Jalan Kilang (51/206), Petaling Joyo, Selongor Phone: 521033 
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MINOLTA ZOOM COPIERS 


EP350Z/EP450Z/EP550Z/EP6507 


MINOLTA CAMERA СО . LTD., Business Equipment Operations, 30. 2-Chome, Azuchi-Machi, Higashi-Ku, Osaka, 541, Japan 


Pakistan Allied Equipment Ltd. First Floor. Nelson Chambers. 11 Chundrigar Road, G P.O. Box 680, Korachi-| Phone: 219338, 210146 

Philippines Торгоѕ inc. Topros Building. Banawe Cor., Atok St, Quezon City. Metro Manila Phone: 40-06-24, 49-49-21, Loc 6. 9 & 43 

Singapore Minolta Singapore (PTE) Ltd. 10, Teban Gordens Crescent, Singapore 2260 Phone: 563-5533 

Toiwan Santa Office Machines Corp 11 FI. 75, Sec. 4, Nanking E Rood, Taipei Phone: (02) 715-500! 

Thailand Technical Supply Co., Ltd. 1808-1812 Kasemrat Rood, Klongtoey, Bangkok 10110 Phone: 252-9155 to 7, 233-2064 to 5, 391-0215. 392-7412 
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On the Yangtse: legends, love and feudal rubbish. 





XINHUA 





Sailing Through China by Paul Theroux. much has changed, and what has is a 
Houghton Mifflin Company, Boston. No SHALLOW VIEWS turn for the industrial worse. Theroux 


price given. soldiers on in his quest for romance 
he recipe for Paul Theroux's Chin- | FROM THE DECKSIDE 


and tries to pry legends and lore about 
| the river from the Chinese captain, 
ese travel account is a testimony to | current facts he tosses to the reader | only to be reminded that such things 
slick publishing. Take the manuscript | curiously, he took the trip when the | are feudal rubbish. 
from a famous author who joined an | Gang of Four trial began, in November There is not much solace to be had 
expenses-paid cruise down the | 1980, but waited for three years to | from Theroux's fellow passengers. 
Yangtse river courtesy of the Lindblad | copyright the text. Many are millionaires who see one 
tour company, give ita lilting title, add | The author draws heavily on recol- | river setting as the ideal spot for a con- 
some black-and-white etchings, and | lections of those who traversed the | dominium and marvel at such cultural 
then package the whole thing in a | river long ago, charting its moods and | peculiarities among the locals as ig- 
palm-sized volume with a cover re- | landmarks. He sounds suspiciously | norance about the Los Angeles Rams. 
miniscent of turn-of-the-century bel- | like someone who wanted to fall in love Evelyn Waugh would have been in his 
les-lettres. It is only 64 pages, conve- | with the mighty river as did those | element here. Theroux does his best 
nient to read swiftly, so one can confi- | chroniclers of the past. One cannot | but is neither amusing nor graceful. It 
dently attend the next cocktail party | blame him: China attracts many visit- | is perhaps too easy to make the same 








having read “Theroux's latest book.” ors who are quickly disillusioned. mistake about Theroux that he made 
The publisher no doubt hopes that The river is filthy. The cities on the | about China: good things in the past 

not too many people will notice | shore are polluted. The people appear | areno guarantee for the present. 

Theroux's cavalier way with the few | drab in their uniform-like clothes. Not — NANCY LANGSTON 





COME TO MANILA COME TO SHERATON 


A one-acre lobby rises six stories 

to a glass roof above. A 14-piece 
orchestra fills the air with music. Private 
balconies overlook Manila Bay and 
sparkling city lights. Come to the 
Century Park Sheraton Manila 

and overcome the ordinary. 
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THE DOMED HILL AREA OF BURGAN WHERE CARAVANS USED TO STOP 


We took our name from the hilly 
area of Burgan where once caravans 
used to stop on their travels in the 
Arabian Peninsula, and where the first 
and largest oil field was discovered. 

So Burgan not only stands for the 
countrys past tradition, but its present 
prosperity too. In our case, it also 
stands for something else, a progres- 
sive attitude that is definitely looking 
to the future. 

And that's something we believe 
is a very important quality in a bank. 





After all, a banks success is often 
dependent on its ability to spot future 
business potential. Our success is proof 
of us having that ability. 

So, if you need a forward looking 
bank, talk to us. 

At Burgan Bank we can help with 
contract or project financing, trade 
financing, loans, fund management, 
foreign exchange and a full range of 
other financial services. 

Whichever you need, use us once 
and you'll never look back. 
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D awn in Dehra Dun is the epitome 
of India. Images are not yet in 
sharp focus, but already continuous 
activity is signalled by sounds and 
smells. Traffic along the dusty main 
thoroughfare builds up quickly, with 
pedestrians and cyclists, pony- and 
buffalo-drawn carts, cars and lorries. 


LETTER FROM DEHRA DUN 


Doors open, shutters part, cooking | 


odours mix with calls to prayer and 
the day’s first commercial transac- 
tions. 

Dehra is 165 miles north of Delhi, 
and 3,000 ft above sea level. Resi- 
dents enjoy the benign climate for 
which the lower ranges of the 
Himalayas are famous. Less than an 
hour away from the edge of the vast 
plains, temperatures on average are 
several degrees cooler in summer, 
balmier and sunnier in winter. 

That it is more prosperous than 
most other Indian towns of a similar 
size is reflected in 
the merchandise and 
number of shoppers in 
the bazaars, and in 
such structures as a 
main-street traffic is- 
land sponsored by a 
local Round Table 
group, occupied for 
the better part of the 
afternoon by well-fed 
dozing domestic ani- 
mals. 

The crime rate is 
low, according to a 
police officer debat- 
ing whether to move 
the animals so that he 
can direct the traffic 
“well below the 
national average.” He 
added: “Trouble-rate, 
too, is low.” During 
the violent aftermath of the assassi- 
nation of prime minister Indira Gan- 
dhi, Dehra had very little trouble, 
he pointed out. 

It seems that one of Dehra Dun's 
main problems has been hard to de- 
scribe but is probably best summed 
up as an identity crisis. It is not a 
"real hill station," as Dehra people 
refer to Darjeeling, and even Mus- 
soorie, which is only 22 miles away, 


nor is it acity of the plains. But on the | 


other hand it is its own unique mix- 
ture of both. 

Only four years ago the population 
was around 250,000. Today it is ap- 
proximately 450,000 and growing. 
Prime business property in the urban 
area has gone up more than 10 times 
in value in the past decade. A 22- 
year-old clerk spoke longingly to this 
writer of the "exciting, fast life" of 
New Delhi and Bombay (neither of 
which he has ever visited). But until 
recently, enterprising  native-son 












school leavers not only hankered after | 
an exciting life in bigger cities, but | 
headed south. Many now stay, ac- 
cording to a 27-year-old hotel man- 
ager, because “life is picking up." 
Also helping to bring about a sense 
of identity is the sudden new fame of 
the Doon School in the city. Always a 
respected institution, the school has 
recently hit the headlines because 


Prime Minister Rajiv Gandhi, plus a | 


number of young but now senior peo- 
ple in India’s government, graduated 
here and then went on to Cambridge 
or Oxford, establishing a new con- 
nection in the political power net- 
work in the country 

Dehra for Indians seems to 
exemplify the classical public-school 
systems in the British tradition, com- 
plete with solid academic subjects 


and sports. Parents apparently have | 
been relieved of overt anxiety about | Tibetans who escaped their home- 


Tibetans in Dehra Dun: peaceful refuge. 


sending their children away as board- 
ers precisely because of the town's 
staidness, which keeps young bloods 
confined. 


he city also houses officials and 

trainees of the Indian Military 
Academy and Air Force Selection 
Board, along with bureaucrats at- 
tached to the country’s largest fores- 
try research centre and newly inau- 
gurated National Wildlife Manage- 
ment institutions. Headquarters for 
the Geological Survey of India and 
the Petroleum Institute are also 
based in Dehra, and the Oil and Na- 
tural Gas Commission is a major em- 
ployer. Two Vietnamese biologists 
are now at the famous National 
Forestry Institute studying state-of- 
the-art capture techniques for large 
mammals. These techniques will be 
applied to rescue missions for en- 
dangered wild species when they re- 
turn home, 








Dehra Dun was first settled in the 
mid-17th century by Sikh followers 
of Guru Ram Rai (the town's name 
can be translated as "We settle 
here"), but its urban landscape is now 
dotted with Hindu temples, Mus- 
lim mosques and British-era Christ- 
tian churches of several denomina- 
tions. 

During World War II, the most im- 
portant PoW camp in India was 
situated just outside Dehra Dun. It 
was from here that Austrian-born au- 
thor Heinrich Harrer (Seven Years in 
Tibet) escaped to Tibet. Dehra Dun 
today isthe refuge of several hundred 


land after the failure 
of the 1959 rebellion 
against the Chinese 
occupation. 

This community is 
concentrated on the 
outskirts of Dehra 
Dun. The people are 
mostly farming mer- 
chants and, of course, 
monks, including the 
Ven. Khochhen Tulku, 
colourful leader of the 
Nyingmapa Buddhist 
sect. 

Clement Town, 
Dehra Dun, in fact, is 
the site of one of the 
most elaborate mod- 
ern Buddhist monas- 
teries in. the world 
— the Nyingmapa 
Mahabuddha Vihara 
— filled with rich tapestries, tankas 
and religious statues created for the 
monastery by Tibetans from through- 
out India 

The sect's Losar (Tibetan New 
Year) ceremonies are among the most 
elaborate in existence today. Many of 
the younger monks here have arrived 
in Tibet only recently — travel re- 
strictions having been relaxed. They 
have come to visit family members 
and, in many cases, to take religious 
VOWS. 

Rudyard Kipling fans will not be 
disappointed; Kim even today would 
feel at home with the ash-smeared 
fakirs who stroll alongside main 
street traffic, and perhaps would rec- 
ognise a reincarnated lama in the 
suburbs. But excitement-seekers 
soon learn that Dehra Dun's most fa- 
mous product is still basmati rice, a 
staple rather than a stimulant, and 
the dacoit (bandit) hideout nearby is 
a favourite picnic spot. — NANCY NASH 


NANCY NASH 
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Give your group the high level of service 
and luxury that has made Hilton 
International the best business address in 
the Orient for over 20 years. Deluxe 
accommodation and welcome cocktails 
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meeting equipment. All at a price you 
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Holiday Inn Kuching, Sarawak 
Extension Opening Summer 1985 


* Located on the banks of the picturesque Sarawak River 
320 well-appointed guest rooms and suites, designed with the contort and 
needs of both the business and leisure traveller in mind 
* Convention/Banquet Facilities ~ à well equipped and elegant banqueting hall 
to accommodate up to 800 persons, plus 
tive function rooms for parties er up to 


250 persons 


* Serapi Restaurant superb international cuisine served in 
elegant Surroundings 
* Meisan Chinese Restaurant with its unique two-storey decor, the only 


restaurant in Kuching serving spicy 
Szechuan cuisine 

* Orchid Garden 24-hour cotfee house serving a wide range of 
Asian/local specialities, European favourites 
and light snacks 


* Rajang Bar enjov the view of the Sarawak River over 
cocktails. 
* Aquarius Disco for evening fun and activity 


31 Hotiday Эу 


Ж, Kuching 


l 








For further information and reservations. contact your travel agent, any Holiday Inn 
or our Area Sales Director, c/o Royal Holiday Inn Singapore, Tel: 7377966 
Telex: RS21818. Cable: HOLIDYINN. Holiday tnn Kuching. Sarawak, East Malaysia 
те: 082-2311, Telex: MA 70086, Cable: HOLIDAYINN, 








Lesson in humility 


The voters of Sabah have made their 
rightful decision and delivered their 
verdict that Datuk Harris Salleh be 
unceremoniously booted out of office 
And the man of the hour who led 
them to liberation from Harris’ rule 
was Datuk Joseph Pairin Kitingan, 
who should be warmly congratulated 
for his courage and stamina to stand up 
against such odds as lack of funds; the 
blind support for Harris from some 
quarters in Kuala Lumpur who 
pledged to "sink or swim" with him 
and the cowed local press which al- 
ways gave unfavourable comments on 
Parti Bersatu Sabah and the United 
Sabah National Organisation 

I would also like to join fellow Malay- 
sians in congratulating. Deputy Prime 
Minister Musa Hitam for the very able 
manner in which he handled the situa- 
tion immediately after the election re- 
sults in Sabah were announced. His firm 
commitment to the principles and 
practices of parliamentary democracy 
proves beyond any doubt that, in him, 
we have a leader most capable of con- 
tinuing to lead Malaysia to great 
heights of freedom and prosperity 

Harris' fall should be a good lesson 
to all of us. Let us be humble and mod- 
est while in power, not only in our way 
of life but, more importantly, in the use 
of public funds to ensure these invest- 
ments will be of benefit to the people at 
large. History has taught us again and 
again that costly prestigious projects 
do not pay in the long run. Let us at the 
same time remind ourselves of the old 
Malay proverb: Kalau sesat dihujung 
balik lah kepangkal jalan (If you have 
lost your way, through pride or greed 
for power, please return to where you 
started your journey) 
Kuala Lumpur SALLEH BIN SABTU 


Poetic truth 


Finally the Malays in Malaysia have 
come to realise some truths about In- 
donesia and the Javanese who con- 
cocted the name "Indonesia" just so as 
not to have anything to do with the 
name “Malay Archipelago” or “Malay- 
sia" as the whole region was once call- 
ed. But Suhaini Aznam [18 Apr.] failed 
to pin-point the real reason for 
Javanese coolness towards the idea of a 
Malay world 

The truth is that the Javanese are not 
a Malay people, therefore they natur- 
ally do not react to the Malay identity 
The so-called Bahasa Indonesia is a 
ruined Malay, a kind of pidgin Malay 

Aznam has finally become aware 
that Indonesian poetry was “abra- 
sive." It is because Bahasa Indonesia 
has become a grotesque language and 
has run riot against Malay grammar 
and syntaxes so that it is no longer fit 
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for literature or serious discourse 
much less for poetry. 
| Singapore 


Mustapha’s mistake 


As a keen watcher of Malaysian politi- 
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PHILIPPINE PLAZA 
IN MANILA 


IBRAHIM USMAN 


The Philippine Plaza. On 
historic Manila Bay right 
in the heart of the city. 
Sprawling acres of 
tropical parkland. 700 
world-class guestrooms 
offering breathtaking 
views of one of the 
world’s greatest sunsets. 9 
dining and entertainment 
outlets. Extensive 
recreational facilities 
including Asia’s most 
spectacular pool. 


Philippine Plaza 


Call your travel agent or the Westin Hotel 
in your city or telex 40443 FIL PLAZA 
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SHANGRLLA 
IN HONGKONG 


The Shangri-La. Where 
doing business is a 
pleasure. With the largest 
guestrooms in the сісу, 
Fully-equipped Executive 
Centre and Health Club. 
24-hour room service. 
Eight fine restaurants 
and lounges. 


Y 
S Shangri La hotel 
HONG KONG 


Call your travel agent or the Westin Hotel 
in your city or telex 36718 SHALA-HX 











cal affairs — in particular those relat- 
ing to Sabah and Sarawak — I was 
amused and alarmed to read of the 
constitutional hijacking by the former 
chief minister of Sabah, Tun Mustapha 
Harun, after the recent Sabah state 
election [REVIEW, 2 May]. 

Did he not know that by making 
such a decision he not only had made 
himself a laughing stock, but had also 
managed, in the span of a few hours, to 
destroy his credibility as a respected 
leader, and therefore his chance of ever 
becoming a chief minister again. 
Hertfordshire G. B. YOUNG 


The price of sales 


Ng Ufong's letter [25 Apr.] sought to 
correct a “misunderstanding” arising 
from my BUSINESS BRIEFING report 
[21 Mar.] about Malaysian textiles 
sales to the United States. Ng says the 
US Department of Commerce examin- 
ers identified Malaysian subsidy levels 
working at well below the 0.5% “trig- 
ger point” for countervailing duties 
(CVDs). I do not dispute this. I am in- 
formed, however, that American law- 
yers retained by the Malaysians urged 
the government to have its manufac- 
turers quietly signal willingness to 
waive all subsidies if need be, in order 
to have the CVD lifted — the “price for 
continued sales to the US,” in the 
words of a Malaysian minister. In the 
event, this is what occurred. 

Kuala Lumpur JAMES CLAD 


Rules wrangle 


V. G. Kulkarni, in his article [25 Apr.], 
wrote that a law passed last year em- 
powered the Monetary Authority of 
Singapore (MAS) not only to accept 
and pay interest on deposits from gov- 
ernment-related private companies 
but also to "manage securities and act 
as a financial agent to them." He re- 
peats the same error of reporting com- 
mitted by Lincoln Kaye in an earlier 
article, The state goes banking [16 Aug. 
'84]. I had stated in a letter to the 
REVIEW [11 Oct. '84] that the amended 
law does not empower the MAS to 
manage securities for government- 
related companies. 

Kulkarni also stated that, late last 
year, the MAS had "asked banks to 
review their loan portfolios." No such 
instruction was given then or at any 
time. This rumour is a hardy perennial 
in the media and I do not expect that 
this denial on my part will prevent its 
recurrence in future. 

Furthermore, Kulkarni's observa- 
tions on tax incentives to encourage in- 
ternational fund-management show 
he does not understand the scope of the 


scheme. Tax exemption is allowed only 

on investment in foreign securities of 

assets belonging to non-residents. The 

Central Provident Fund money which 

he claims foreign bankers want to 

manage belongs to residents and is off- 
limits for the tax breaks. 

KOH BENG SENG 

Director 

Banking & Financial Institutions 


Singapore Department, the MAS 


€ V. G. Kulkarni replies: Koh's first 
point, the clarification made by him 


[Review, 11 Oct. '84] is known 
My article said “these bodies," mean- 





ing statutory bodies and not govern- 
ment-related private companies 

Secondly, if the MAS did not ask 
some banks last year to review their 
loan portfolios, one wonders why this 
belief has persisted in the media as well 
as local business circles. 

Thirdly, nowhere in the article have I 
stated that tax exemptions apply to in- 
vestments in Singapore or Kuala Lum- 
pur securities made by local residents 
The view of the bankers I talked to was 
that if CPF funds could be released for 
handling by private funds-mangers, 
"the local funds-management sector 
could take root." 


Gandhi, the tactician 


Hey there, neighbour by Salamat Ali 
[25 Арг.] makes interesting reading. 
For the first time in the history of In- 
dian polities, Prime Minister Rajiv 
yandhi has not only assigned the high- 
est priority to relations with neigh- 
bours but his outlook is extremely 
practical and progressive. It is appa- 
rent that the situations in Colombo, 
Pakistan, Nepal and Dhaka are being 
thoroughly analysed. The study of “re- 
lation barriers” is also essential in 
order to know the practical problems 
in building up excellent relations with 
one's neighbours. 

As far as Gandhi's attitude is con- 
cerned, he has proved that it is not 
enough to be a politician — in the pre- 
sent critical stage it is more necessary 
to be a resourceful tactician. 

S. S. DHARMATTI 
Chief Training Adviser 
ILO 


Nagpur, India 


What's in a name? 


Unfortunately several errors resulted | 
from garbling in transmission in the 
kind TRAVELLER'S TALE you penned | 
about my wife's election as Korean 
Woman of the Year [2 May]. My wife's 
name is Chang Myongsue (without an 
h); and she used to teach at Ewha 
Women's University (not Il Hwa), and 
the lady who presented the award was 
Dr Lee Tae Yong (not Wong) who is 
South Korea's first woman lawyer (not 
journalist) 

I sign myself off not as “Mr Chang” 
but as your Seoul bureau chief, 
SHIM JAE HOON 
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The Philippine press has had a long tradition of 
freedom to criticise and attack almost in the style 
of American publications. In fact, it has been at 
times the most lively — if sometimes unruly — 


press in Southeast A 


ia. But under the martial- 


law regulations imposed by President Ferdinand 

Marcos in 1972, the press was successfully 

chained down — partly by strict new laws and 

government licences, and partly by the takeover 

of most of the surviving newspapers by pro-Mar- 

cos business interests. Manila bureau chief Guy 

; Sacerdoti examines how these chains snapped in 

the shockwaves following the 1983 assassination of opposition leader 
Benigno Aquino, and how a new, revived and strengthened Philippine 


press arose from those ashes. Pages 30-36. 


Cover by Frank Tam. 





мо Sikh group in 
position to talk. Meanwhile, 


e United States, an FBI agent 


eged plot to kill | Br 
US visit next | 


- ligious-based bombings ai 
ethnic Chinese. ` 
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China feels Indonesian President | 


ing army command- 
g reveals that the 
nsidering its own 
‘to: back up police 





|The Malaysian Chinese Associa- 
| Поп reaches yet another com- 


| promise agreement on its destruc- | 


| tive leadership struggle. 


| Page 70 

| China is planning to make its first 
| bond issue in a Western country 
| since the communist revolution 

| ignoring unredeemed issues made - 
| by former governments which 1 

| refuses to honour. 


; Page 71 | 
| Singapore extends tax breaks to 
; certain banking operations, b 

| the industry does not think the: 
| concessions go far enough. 


| The Malaysian Government is wor- 

| ried that its scheme to spread | 

| wealth among bumiputras through. | 
a unit-trust scheme is failing to at- 

| tract the majority of eligible invest 

| OrS. 


| Page86 

Corporate head-hunting is grow» 
| ing rapidly in Japan as senior exe 
| cutives find promotion log-) 
| 

| 

| 

| 

| 
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ms 
and early retirement diverting the! 
traditional career paths. — 


| Page 108 
Many analysts see the Hongkong: 
stockmarket heading towards an 
all-time high, but history suggests 
| investors should be nimble. 
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Tamils kill 138 
Sinhalese civilians 
Sri Lanka's Tamil separatists 
struck deep into the Sinhalese 
` heartland on 14 May killing 
138 civilians, including 30 
women, five children and five 
members of the Buddhist 
— clergy, in the ancient Sinhalese 
capital of Anuradhapura. The 
separatists also wounded 100 
Eos in two shootings, which 
took place near the Anu- 
radhapura bus station and, in 
a follow-up attack, near the 
city's sacred bodhi tree 

Some Anuradhapura resi- 
dents said the attackers had 
shouted “70 for 70," implying 
that the attacks were in retali- 
ation against the reported 
| killing of 70 Tamils in the 
` Tamil capital of Jaffna by 
— Security forces a few days ear- 
lier. Anuradhapura is a predo- 
minantly Sinhalese area lo- 
cated nearly 200 km south of 
Jaffna. Commandos were call- 
_ ed out to find the Tamils. 
` — MANIK де SILVA 


3 Singapore scraps scheme 
ring graduates 









































Tony Tan announced in parlia- 
ent on 14 May the govern- 
ment's decision to scrap the 
controversial policy of ac- 
cording preference in pri- 
mary-school admissions to 
— children of graduate mothers, 

with effect from the next 
` school year beginning in 
January 1986. Tan had told 
| parliament in March that he 
would recommend the policy 
— change to the cabinet (REVIEW, 
4 Apr) The preferential 
scheme, initiated personally 
by Prime Minister Lee Kuan 
Yew in late 1983, became ef- 
` fective for the 1984 school 

year. — V. б. KULKARNI 


USNavyvisitto — 
China postponed — 
The planned visit by three 
United States Navy destroyers 
to Shanghai — scheduled for 
18 May — has been postponed. 
“A number of issues” remain 
to be resolved, a Chinese 
Foreign Ministry statement 
said on 14 May, adding that 
both sides were continuing 
discussions. A US State De- 
partment spokesman in Wash- 
ington said “we've obviously 
hit a snag." The snag, Peking 
[ sources said, centres on whe- 
ther the ships would carry nu- 
clear arms. 
In April, General Secretary 


|. 10 





- Singapore Education Minister | 





ia — 





"Hui Yaobang said that the US jg 


had agreed to China's demand 
that the ships should notearry 
nuclear arms. Washington's 
policy has always been neither 
to confirm nor deny the exist- 
ence of nuclear weapons on 
warships. However, it has 
been suggested that Washing- 
ton gave the Chinese the as- 
surance they sought, but had 
expected Peking to Keep d 
secret. — MARY 


Students su 
for covering 
Following a government rul- 
ing barring students from 


| wearing clothes that "cover 


the face” (Review, 28 Mar.), 
five final-year female stu- 
dents of the Malaysian Ag- 
riculture University were sus- 
pended recently for ignoring 
express warnings from uni- 
versity authorities not to wear 
Arab-style veils. 

Meanwhile, the Federal 
Territory Islamic Religious 
Department is drafting a new 
law which will make homo- 
sexuality as serious an offence 
as adultery. Islam prohibits 
homosexuality, deeming it 
perversion, but the present 
law does not provide for its 
punishment. Adultery is 
punishable by a maximum of 
one month's jail and a fine of 
M$100 (US$40.49) in the Fed- 
eral Territory, but this will be 
substantially increased under 
the new law. — SUHAINI AZNAM 


Aquino witness may 
be cross-examined 


The defence in the trial of 26 
people in connection with the 
murder of opposition leader 
Benigno. Aquino has been 
given until 19 May by the 
Philippine Supreme Court to 
justify its request to recall as a 
witness Rebecca Quijano, who 
was not questioned after her 
testimony. The prosecution, 
which called Quijano, opposes 
her recall on the grounds that 
another appearance could en- 
danger her life. On 14 May, 
when she was originally ex- 
pected to be recalled, her law- 
ver said she was in hiding in 
fear of her life. 

Quijano told the court on 2 
May that she saw a soldier shoot 
Aquino as he descended the 
service stairs of the China Air- 
lines jet which brought him 
home from voluntary exile in 
the United States. The lawyers 
hope to discredit Quijano's 
testimony by showing that she 
used a false first name in ap- 
plving for a passport and a US 
visa in 1981. — GUY SACERDOTI 
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BUSINESS 


Japan's ‘buy-foreign’ 
campaign criticised 

The chairman of Japan's 
largest and most powerful 
business federation, Keidan- 
ren, has criticised the govern- 
ment's attempt to encourage 
consumers to spend more on 
imports as a “waste of 
money." Yoshiro Inayama 
said Japanese consumers had 
no reason to buy more foreign 
goods because Japan's own in- 
dustries could meet domestic 
requirements. The way to 
handle trade problems with 
other countries was to restrict 
exports, not increase imports, 
he said. — CHARLES SMITH 


US to evaluate China's 
industrial programme 
The United States has agreed 
to help China evaluate its in- 
dustrial-modernisation pro- 
gramme, US Secretary of 
Commerce Malcolm Baldrige 
said on 14 May in Pekingat the 
end of the third meeting of the 
US-China 
Joint Commis- 
sion on Com- 
merce and 
Trade. "China 
had a list of 
about 400,000 
plants which 
needed indus- 
trial renova- 
tion. We have 
reviewed that list, and s 








lected those that will pee 





sent the best opportunities for 
US participation,” Baldrige 
said. 

Не told reporters that his. 


discussiggs with Chinese offi- 
cials had taken out a lot of 
the roadblocks [such as the 
proble f transferring US 


technology] so that trade rela- 
tions aré more of a normal 


trade pattern now." The meet- 
ing did not, however, resolve 
the outstanding problem of 
sales of US nuclear technology 
to China. 

Meanwhile, US computer 
firms' sales to China in 1985 
are expected to be more than 
double last year's US$100 mil- 


lion. Baldrige cited IBM's 
recent. contract to supply 
100,000 computers worth 


US$800 million as evidence 
that technology transfer is 
taking place. He said he ex- 
pected that Cocom (the West- 
ern watchdog group which 
oversees technology exports to 
communist countries) would 
speed upits process as well. 
—MARY LEE 





| Motors) produce cars in South 









Kia Industrial Co. of South 
Korea has agreed to form a 
joint venture to produce cars 
with Ford Motor Co. of the 
United States. According to 
the agreement, the two car- 
makers will invest Won 200 
billion (US$238 million) in a 
new plant which will manii- 
facture sub-compaet, front- 
wheel-drive cars at an annual 
rate of 120,000 by 1987. They 
will be marketed by Ford in 
North America and Europe. 
Kia, which produced cars 
for the domestic market until 
1980, was squeezed,out of car 
production in an industry-pe- 
structuring drive that year? It 
has since been confined ‘to 
commercial vehicles, and has 
had great success producing 
small vans under a technical 
tie-up with Mazda Motor 
Corp. of Japan. Earlier this 
year the government @n- 
nounced that Kia would beal- 
lowed to re-enter баг prodjic- 
tion from 1987. 4 P 
The Kia-Ford agreenfent 
comes on the heels of a joint 
venture etween Chrysler 
Corp. of the US and the Sam- 
sung group to produce and 
procure car parts in South 
Korea, with the goal of even- 


tually treni oy complete 









cars. Currently H 
Motors Co. and Daewoo 
Co. (which has a joint 

ture with US-based Gen 


Korea. 


The Sultan of Brun 
failed, for the time bei 
stop Regent Internation: 
Hongkong-based- hotel 
agement company, from man- 
aging the Dorchester Hotel in 
London, The sultan bought 
the prestigious hótel thi& year 
for a sum well in excess of 
£40 million (US$49 million), 
granting Regent a 15-year 
management contract. 

But the sultan sought to end 
the contract almost ím- 
mediately (REVIEW, 16 May) 
Regent International obtained 
an injunction to prevent their 
sudden eviction. The sultan 
appealed against the injunc- 
tion but that appeal has now 
been rejected by three judges 
in the High Court. The argu- 
ment will not end there. In 
November, the parties will 
again be at the High Court 
seeking arbitration. 

— JAMES BARTHOLOMEW 
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Agricultural Aircraft to 

Thailand, Bridges for b T 
Indonesia-Transfield has n^. у 
 lready built a reputation. > 


A bridge to 
South ridge Asia. 


The Transfield Group has supplied expertise and can supply prefabricated 
agricultural aircraft for Thailand’s sugar steelwork throughout South East Asia for 
plantations, has recently supplied 150 any size of project. 
specially-designed steel bridges for 
Indonesia and is completing a further 


550 for this important market. | ип 
Further north, we have supplied and 


installed container cranes for the port ranshaelrl 


of Taipei. 
management services or construction 100% AUSTRALIAN-OWNED 
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| FOR ARAINYDAY < 
With the onset of the rainy séason 
in Cambodia, China has sent 
Khmer resistance fighters one of 
the largest shipments of military | 
supplies yet for their guerilla ` | 
campaign against the 
Vietnamese. Most of the arms 
-went to the strongest military 
faction, the Khmer Rouge, but | 
one of the resistance coalition’s 
` two non-communist factions, 
that loyal to Prince Norodom | 
Sihanouk, is reliably reported to 
have received 1,500 AK47 assault | 
rifles, an assortment of grenade- | 
launchers and anti-tank | 
weapons and a “huge” supply of 
ammunition. The Sihanoukists 
claim they have enough 
equipment to increase their troop | 
strength from 10,000 to 12,000 by 
¿the end of May; The rainy season 
traditional favours the 















' al Mam 
‘durin ‘the recent dry 


Wee hat Khieu Samphan, titular 
< leader of the Khmer Rouge, as 
well as Pol Pot and Ieng Sary, will 
have to quit the resistance before 
Vietnam is prepared to enter into 


EN THE WEEK 


peace negotiations, thus 
indicating an even harder line in 
the light of its recent military 
successes. 


SPACE-SHUTTLE DIPLOMACY 
Indian Prime Minister. Rajiv 
Gandhi, who will inaugurate a 
year-long Festival of India 


| during his official visit to the 


United States in mid-June, will 
become the first head of 
government to pilot a space 
shuttle — albeit in a simulator. In 
a bid to interest the pilot-turned- | 
prime minister in its space-age 
technology, the US Government 
has arranged for Gandhi to visit 
the Johnson Space Centre in 
Houston, Texas, wheré he will fly 
a simulated space-shuttle 











mooted by a former Lee 
vice-minister of finance for 
international affairs, Takashi 
Hosomi. He feels that the EMS 
has had the effect of limiting 





|} South Korean society. Since his 





fluctuations of European 
currencies against the dollar as. 
well as against one another so 
that the yen "by default" has 
become the world's most 
unpredictable major currency 
An arrangement which would 
commit Japan and the United 
States to restricting з exchange- 
rate shifts is inevitable, Hosomi 
thinks, though he concedes 
politicians may not like the 

| idea. 


| HOLDING THEIR PEACE 


South Korean opposition lea: 
Kim Dae Jung and Kim Young 
| Sam have quietly turned down an 
| invitation by dissidents in the 

| southwestern city of Kwangju to 
| speak at rallieson 17 May 
| marking the fifth anniversary of 
| the city’s 1980 armed upr ising 

| against the government. They 

| thought their presence n m 

| provoke new riots, . а 
= authorities to charg 







































remain bent on destabilisi in ш 


return home in early February 

from exile in the United States, 
Kim Dae Jung has maintained a 
low political profile. 
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AFGHANISTAN 

Soviet troops killed about 1,000 people 
and burned and looted a dozen villages in 
Laghman province in mid-March/aceord- 
ingto sources quoting survivors (14. May). 


CAMBODIA 

lietnamese troops fenced off parts of 
Thai-Cambodi der with barbed 
ге апа planted mines, Thai imili- 
taty «шев said De May). ( E 


CHINA . 
{The United States has pösipontd a visit 
jd Кесе by US eases the first since 


















ple died in fresh riots in 
: police: said (9 May). Seen ex- 









г Punjab, ко үа a riot in which 
son died and several were шш ed. Вот 





hefghbouring Haryena state (1 0.May). The 
bing campaign death toll reached 86; 
suspects were arrested (12. May). 
© FBI said it has:foiled a plot by Sikh 













: Australia ü 0 May). 





mists, to kill Prime Minister Rajiv 








€ ross-exanti na 


| United States next month (13 May). 


INDONESIA 

Two Muslim extremists were jailed for 
their part in three bomb attacks in Jakarta 
last year (9 May). 


MALAYSIA 

The Supreme Court ordered rival fac- 
tions in the Malaysian Chinese Associa- 
‘tion to settle a leadership dispute which 
has splitethe party (10 May). Party dissi- 
dents drépped plans designed to oust act- 
ing party: president.Datuk Neo Yee Pan 
and agreed to set up a.seven-than ad-hoc 
committe? toresolve tj isp, (12 May). 


PACIFIC : | 

A Melanesian youth as shot dead and 
72 people were injured in clashes between 
militant Kanaks and white settlers and 
riot police in the. capital of New 
Caledonia, Noumea, security.sources said 
(8.May). France exploded a-huge nuclear 
weapon at. Muroroa сані 
angry protests fror 











PHILIPPINES 
Defence lawyers in "the Benigno Aquino 
trial demanded that Rebecca Quijano, a 
woman who had testified that a soldier 
shot the opposition. 























dered Quijano to return to court and 
red her from leaving the country (9 


SRI LANKA 

Government troops killed 75 
northern Sri Lanka in a 
avenge an ambush by s 
May), United News of Ind 
government will send an € 
for reconciliation talks over the 
problem, it was reported (13 
The death toll from the Tamil sepa 
guerilla raid on Anuradhapura, р 
minantly Sinhalese area, rose ta E 


Mey). 
TAIWAN 


Bamboo Union 
retracted in court їп 
tary intelligence chief had 
have writer Henry Liu killed 


THAILAND 

The Thai air force: strafed and bon 
Vietnamese troops dug in on a hii 
Thai side of the Gambadian bord 
cording to the TharYnilitary ( 11 7 


















































An unspecified humber of 
jailed for up to 20-уеагз for 
armed organisation to overthrow t 
ernment, the army ner spaper Qe 
Nhan Dan reported (13 May). 

















. By Salamat Ali in New Delhi 


Е; pilling over the boundaries of its 
Ў home state of Punjab, Sikh ter- 
f rorism has brought a new crisis to 
. India's domestic politics — and may 
` affect foreign relations. In a highly 
efficient, synchronised operation, Sikh 
militants bombed buses, trains and 
crowded localities in various north 
Indian towns, especially New Delhi, 
leaving 80 dead, more than 100 in- 
. jured and — more important — mil- 
lions of Indians scared, confused and 
_ angry. 
— Prime Minister Rajiv Gandhi, like 
most members of parliament, blamed 
, the terrorism upon “a foreign hand.” 
— While none of them went further, some 
` of the Indian newspapers have as- 
serted that the Sikhs could be shelter- 
ing in Pakistan between raids. The 
. public was further shaken on 13 May, 
| the day of the parliamentary debate, 
_ when the United States FBI an- 
_ nounced it had uncovered a conspiracy 
by Sikhs to assassinate Gandhi during 
his visit to the US next month. 
The Sikh bombing wave started on 
10 May, when crude but powerful 
time-bombs disguised as transistor 
radios were planted in what seems to | 
be a pattern. They were placed on 
Delhi Transport Corp. buses, in trains 





and slums. Bus drivers and conductors 


A successful FBI "sting" operation 
which foiled a plot by Sikh milit- 
ants in the United States to assassi- 
nate Indian Prime Minister Rajiv 
Gandhi during his visit here next 
month focuses attention on the prob- 
lem of overseas Sikh activities and 
may have a positive impact on US re- 
lations with India. The group also 
planned to kill the chief minister of 
Haryana state, Bhajan Lal, and at- 
tack various installations in India. 
FBI director William Webster said 
the bureau penetrated a plan to 
"train a group of Sikhs in the use of 
firearms and explosives." In addition 
to the assassination plots, the group 
was planning "guerrilla-type opera- 
tions against the Government of 
India" including the bombing of a 
nuclear power plant, bridges, gov- 
ernment buildings and other 





A new Sikh terror wave plunges the nation into crisis | 


loser to the brink 


А * ! 
were believed to be among the main 


participants in the anti-Sikh riots in 
the wake of late prime minister Indira 
Gandhi's murder last October; Sikh 
passengers were dragged from trains 
and butchered during those riots, and 
slum-dwellers provided the mobs that 
had attacked Sikh homes. 

The fresh wave of terrorism also in- 
cluded the assassination in the Punjab 
town of Hoshiarpur of Balbir Singh, 
president of the Punjab branch of 
former prime minister Charan Singh's 
Lok Dal party; resulting in riots. 

To ensure the message was under- 
stood, one newsagency was anonym- 
ously given by telephone a further list 
of targets by the Babar Khalsa — an 
underground Sikh organisation. It 
consisted of people the militants consi- 
dered Sikh quislings or Hindu oppo- 
nents. 

Worried by the possibility of a Hindu 
backlash, Rajiv Gandhi promptly call- 
ed out the army in New Delhi, posted it 
at strategic points and ordered it to 
mount intensive patrols of all riot- 
prone areas. Instructions went to all 
state governments in northern India 
from West Bengal to Jammu and Kash- 
mir to adopt special security mea- 
sures, and orders to shoot rioters and 
arsonists at sight were issued in 


THE STING OF THE FBI 


By Robert Manning in Washington 


strategic targets in India, according 
to affidavits filed in the district court 
in New York. According to the af- 
fidavits, two of the group's members, 
Gurpartak Birk and Lal Singh, told 
an FBI undercover agent:that their 
purpose was "to cause the revolu- 
tionary overthrow of the Government 
of India." Birk has been arrested, but 
Lal Singh, and a third person charged 
with planning the assassination, Am- 
mand Singh, are still at large. 

In a separate indictment, Birk and 
four other Sikhs Sukhvinder 
Singh, Virinder Singh, Jassir Sendhu 
and Jatinder Singh Ahluwalia — 
have been charged with conspiring to 
kill Bhajan Lal in New Orleans, 
Louisiana, where he was receiving 
medical treatment at the Louisiana 
state eye hospital. All five have been 
arrested. 





















































PANA INDIA 


Gandhi: criticised by colleagues. 





Haryana and Punjab. A number of ar- 
rests were made, and on 14 May the 
Press Trust of India reported one sus- 
pect, Mohinder Singh Khalsa, had died 
after a scuffle with police, though 
several newspapers alleged he had 
died as a result of torture. 

Described by a front-page editorial 
in The Times of India as "the biggestas- 
sault on India's integrity since inde- 
pendence," the wave of violence has 
placed the prime minister in a quan- 
dary. With the leader of the Sikh poli- 


The affidavits mention an FBI in- 
formant identified only as “A” as the 
operative who penetrated the Sikh 
group for the FBI operation. *A" is 
described as a former member of the 
US Navy Seals, the Navy's elite spe- 
cial forces, who was awarded the 
Congressional Medal of Honour for 
his service in Vietnam. "A" is an ex- 
pert in the use of explosives ‘and 
urban guerrilla warfare, aecording to 
the affidavits. 

Birk and Lal Singh, according to 
the Justice Department, asked “A” to 
train their group in the use of explo- 
sives, automatic weapons, chemical 
warfare and urban guerrilla tactics. 
They also requested weapons, plastic 
explosives and false passports for 
seven of the group's members, and 
asked “A” to travel to India to act as 
the group's adviser. According to the 
affidavits, the FBI used electronic 
surveillance and videotaped the 
meetings between "A" and the Sikhs 
which occurred in late January. 

A US official told the REvIEW that 











tical party Akali Dal, Sant Harchand 
Longowal, having resigned and the 
chief of its parliamentary wing, 
Prakash Singh Badal, also quitting, 
there is no one the government can talk 
to except Baba Joginder Singh, father 
of the late extremist Sant Jarnail 
Singh Bhindranwale, who announced 
the merger of all factions of the Akali 
Dal and assumed the stewardship of 
the supposedly unified party. 
Longowal, Badal and the temple 
management committee president, 


the Sikhs involved in the plots claim 
to belong to the movement advocat- 
ing an independent Sikh state of 
Khalistan, but an FBI official said 
they had no evidence that they were 
part of any established group nor 
does the FBI have evidence of a con- 
nection with Sikh groups in India. 


W ell-placed sources said the FBI is 
playing down any connections the 
group may have because it is con- 
ducting further investigations with 
the Indian Government. According to 
US officials, the most dangerous Sikh 
group in the US is an underground 
terrorist group called the Dashmesh 
Regiment, which was originally 
started in India. Among the many 
Sikh activist groups in the US are 
chapters of the All-India Sikh Stu- 
dents Organisation. Another very 
visible group is the World Sikh Or- 
ganisation, formed last July after the 
Indian army attack on the Amritsar 
Golden Temple. 

The Washington-based group is led 


Gurcharan Singh 
Tohra, also resigned 
from the nine- 
member ad hoc com- 
mittee announced by 
Joginder Singh, but 
have assured him of 
their support “as or- 
dinary members of 


action brings into the 
open the rift between 


and leaves only the 
hawks in command 
of whatever formal 
structure of the Akali 
Dal remains intact. 
F split, Longowal 

condemned the 
fresh wave of ter- 
rorism in his let- 
ter of resignation, 
blaming “selfish 
powers” conspiring 
in’ a “dirty game 
of brother killing 
brother” to spoil cordial relations be- 
tween the two communities (Hindus 
and Sikhs). 

Joginder Singh, on the other hand, 
accused the government of trying to 
sabotage his efforts to unite the Sikh 
community with “a plan to create vio- 
lence to defame the Sikh.” 

Gandhi, with little time to wait for 
Akali Dal to consolidate itself for 
negotiation, is under attack from his 
political opponents who are increas- 
ingly accusing him of ineptitude. Some 


by Gen. Jasant Bhuller, a former ad- 
viser to militant extremist Sant Jar- 
nail Singh Bhindranwale who was 
killed in the Golden Temple, and has 
hired a full-time lobbyist, former 
Congressman Richard Corman. State 
Department officials told the REVIEW 
the main focus of the World Sikh 
Organisation is to gain Congressional 
support for the Sikh cause, particu- 
larly an investigation of the raid on 
the Golden Temple and the situation 
in Punjab. The group has had some 
success in gaining the ear of conser- 
vatives such as Republican Senator 
Jesse Helms, who has pressed Presi- 
dent Ronald Reagan to grant a visa to 
London-based Sikh leader Chauhan 
Singh, though a subsequent visa re- 
quest last year was denied. 

Thus far, the only well-known US 
Sikh group that has strongly con- 
demned the plots is the Sikh Associa- 
tion of America. Hardam Singh Azad, 
the group's chairman, condemned 
what he called “these despicable ac- 
tivities" and asked the Justice De- 





the Akali Dal." Their 


the hawks and doves, | 


mphasising the | 


| quiry 
| November 


members of Gandhi's own Congress ^ 


party have been critical of his decision 
to be patient with the Akalis and ac- 
cept its demand to hold a judicial in- 
into the anti-Sikh riots im 
Now Bharatiya Janata 
Party leader Atal Bihari Vajpayee has 


accused him of lack of a firm and un- 
swerving attitude towards the ter- 
rorists 


Frightened as they are, Sikhs are 
preparing to give back as much as they 


take. With violence lurking just under _ 


the surface, Sikh homes in New Delhi 

are recognisable by the recently in- 

creased heights of their walls, topped 

with iron spikes. Gandhi has promised | 
a new law to deal with the new vio- 

lence, but he cautioned parliament — 
against alienating the whole Sikh com- 
munity and giving too much impor- 
tance to foreign involvement, though 
adding at the same time: “The foreign 
involvement is there and it does not 
help to ignore it." 

Because of the situation, Gandhi 
cancelled his scheduled trip to the An- 
daman islands and President Zail 
Singh put off visits to Zambia and 
Zimbabwe. The Indian press has ar- 
gued that the violence should not re- 
sult in the cancellation or postpone- 
ment of the prime minister's visit to 
Moscow later this month or to Wash- 
ington next month, as a victory for ter- 
rorism. There is now the prospect of a 
long drawn-out campaign against 
Sikh militants. Gandhi himself has ad- 
vised the people to be prepared, telling 
parliament on 13 May that wherever 
terrorism has occurred, it has not been 








possible to eliminate it quickly п 


partment and the FBI to investigate 
the connections of the accused Sikhs. 

The Reagan administration issued 
its strongest statement to date 
against Sikh separatism in the form 
of a State Department release which 
reaffirmed “the US’ strong support 
for the unity and territorial integrity 
of India." The statement added: “We 
remain resolutely opposed to efforts 
of a small minority of Sikhs to create 
an independent Khalistan and we 
will continue to consult closely with 
the government of India on combat- 
ing threats to India's national sover- 
eignty." 

An Indian diplomat told the 
REVIEW that the FBI's thwarting of 
the plots “should stop the usual 
rumours of CIA actions against 
India.” Both US and Indian officials 
told the Review that the affair is 
likely to have a positive impact on 
US-India relations, which should re- 
ceive a boost when Gandhi comes 
here on a state visit and meets Presi- 
dent Reagan on 12 June. 
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Former cabinet minister H. M. Sanusi is senténced for 
masterminding last year’s wave of communal bombings 


By Lincoln Kaye in Jakarta 

Jakarta district court sentenced a 

former cabinet minister to 19 
years in prison on 15 May following the 
ministers earlier conviction on 
charges of masterminding and financ- 
ing a series of explosions which killed 
two people, and rocked two Chinese- 
owned branch banks and a shopping 
centre in October 1984. The prosecu- 
tion, which had sought the death pen- 
alty, is expected to appeal against the 
“light” sentence. But for 63-year-old 
H. M. Sanusi, a Muslim politician and 
minister of light industries under 
former president Sukarno, 19 years 
could amount to life. 

Jail terms ranging from 10 to 17 
years had been meted out earlier to five 
of Sanusi's eight co-defendants in 
parallel subversion trials stemming 
from the bombing incidents. In their 
testimony, the co-defendants — petty 
traders, students and religious 
teachers who subscribe to a more stri- 
dent and populist strain of Islam than 
Sanusi's — offered a glimpse of the 
grievances of Indonesia's militant 
Muslims. The bombings followed on 
the heels of bloody religious-based 
riots in the port of Tanjung Priok. 

Egged on by fiery Muslim preachers 
and enraged at an alleged official 
whitewash of the army's role in quell- 
ing the riots, the plotters set out to 
protest against the domination of In- 
donesia's economy by ethnic Chinese, 
according to testimony. They chose as 
a target the Bank Central Asia (BCA), 
owned by China-born tycoon Liem 
Sioe Leong, a confidant of President 
Suharto. Prosecutors charged that 
Sanusi advised and encouraged these 
plans, gave money to some of the co- 
defendents to pay for the operation 
and helped pass detonators to them 

Yet Sanusi insisted that he had only 
a casual acquaintance with his co-de- 
fendants, and they in turn backed up 
his claims. Two of them recanted ear- 
lier statements that had tied him more 
closely to their activities, alleging that 
investigators had elicited these dec- 
larations by torture, The sole witness 
to link Sanusi unequivocally to the 
bombing — co-defendant Amir 
Wijaya, who claimed to have received 
detonators from the ex-minister — 
caught counsel by surprise when he 
appeared in court without any pre- 
trial investigative report. Wijaya has 
yet to be sentenced. 

"He was a witness completely out of 
the blue," recounted one courtroom 
observer. In fact, so abrupt was 
Wijaya's introduction into the case 
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that a defence check of the prison in 
which he had supposedly been de- 
tained revealed that not only had he 
never been there, but his purported cell 
did not even exist,’ Trial-watchers also 
noted the contrast between the fluidity 
of his testimony to judges and pro- 
secutors and his halting replies to de- 
fence cross-examination. Under In- 
donesian criminal law, a single wit- 
ness’ testimony is not enough to con- 
vict a defendant unless corroborated 
by others. 

But if Sanusi's connection withradi- 
cal Islam remained obscure, much 
more overt were his links with the Pet- 











у , Was as detained in Sep 
In the meantime, a string of violent 
and largely still-unexplained episodes 
has beset Indonesian polities. In the 
wake of the Priok riots and the BCA 
bombings came a series of mysterious 
explosions at ammunition dumps, fires 
in public buildings, a blast at the 9th- 
century Buddhist Borobodur temple 
complex, the burning of the Solo 
palace, the detonation of a home-made 
bomb on board a Bali-bound night bus 
in East Java, and more. “It looks bad to 
let these cases drag on unsolved,” said 
a diplomat. *What better way to down- 
play them than to pin them on a bunch 
of discredited has-beens who happen 
to annoy the government?" 

Whatever the reason for their haste, 
the judges, who are salaried civil ser- 
vants under the Indonesian legal sys- 
tem, hustled the BCA bombing trials 
along with uncharacteristic dispatch. 
Lasting only four months, the proceed- 
ings fell far short of such other recent 

















ition of 50 group, a collection of well 
known government critics —,many of 
them former office holders from the 
Sukarno years or the early years of 
Suharto's New Order government — 
which has been pamphleteering from 
the sidelines of power since 1980. 


lite in both its membership and its 

audience, the Petition group hardly 
seems likely to tap deep into the 
wellsprings of populist militancy. Yet 
individuals within the group, such as 
former Jakarta governor Ali Sadikin 
and former prime minister Syafruddin 
Prawiranegara, both of whom sup- 
ported Sanusi from the galleries 
throughout his trial, retain consider- 
able popularity and influence. 

One of the most charismatic within 
the Petition group is former Asean sec- 
retary-general H. R. Dharsono, a re- 
tired commander of West Java's crack 
Siliwangi Division who has been held 
without charge since his arrest in 
November, a month after Sanusi was 


political trials as the Sawito case of 
1976 or the Malari student riots of 
1974, both in length and in drama. 

Instead of the lurid allegations and 
impassioned defence pleas which 
marked the earlier trials, the Sanusi 
case presented newspaper readers 
with a confusing welter of small-scale 
fund transfers and fleeting rendez- 
vous. Only Wijaya's testimony seemed 
conclusive, but the irregularities of its 
provenance prompted defence team- 
leader Yap Thiam Hien to threaten at 
one point to sue him for perjury. 

In a bizarresideshow only two weeks 
before the Sanusi verdict, Yap himself 
was sentenced toʻa three-month jail 
term, pending appeal, in a slander suit 
brought on behalf of a long-dead 
plaintiff involving events well beyond 
the pale of Indonesia's statute of limi- 
tations. Despite the legal irregularities 
of the case, the presiding judge an- 
nounced that Yap's "arrogance" merit- 
ed the sentence passed upon the 72- 
year-old civil rights attorney. п 
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The few times Ive needed emergency 
cash, | could rely on my Card. 
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As a Diners Club member, $ 
you can walk into any spe- 
cially designated Citibank 
branch, participating bank 
or Diners Club office 
worldwide, and get the 
cash you need in an 
emergency. There are 
over 1,700 locations in 
over 70 countries that 
offer this service. 

And that's just one of a Ый” 
world of services from " 
automatic flight insurance 
to out-of-town office 
facilities. No wonder 
millions of travellers 
enjoy the privileges and 
services of the Club Ll 
designed to meet the c mee 
needs of the frequent - 
traveller—The World Club. “ЖШ 
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OCL-Leading the wa 


For 20 years OCL has been both 
pioneer and pace setter in 
international door-to-door delivery. 
























Investment in equipment— 
ships, containers, port and inland 
facilities and the sophisticated 
computer systems to complement 
them — has been matched only by 
investment in people. 


OCL and its wide network of 
agents are staffed by experts 
dedicated to meeting the individual 
needs of today’s shipper and 
planning for the future in an ever- 
changing world of international 
trade. 


OCL is leading the way in 
container shipping today and 
setting the pace for tomorrow. 


So wherever you want cargo 
delivered call OCL or its Agent first. 


Agents 

Hong Kong -Swire Shipping (Agencies) Ltd. 
Japan-Swire Shipping. 

Singapore—Mansfield Container Shipping Pte. Ltd 


Peninsular Malaysia (Kuala Lumpur) - 
Q CL The Internation: 


Container Agencies Sdn. Bhd 





n container shipping. 
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e Chase Partnership at work. From left to right: Christopher Rocker, Corporate Banking, Chase UK; Paul Spencer, Group Treasurer, Rolls-Royce; Miche use, Corporate 
inking, Chase New York; David Wicks, Head of Marketing, Rolls-Royce hn Rose, Head of € s Financing, Rolls-R nd Geoffrey Ball, Export Finance, Chase UK 
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Chis became The Premier Trade вол globally 
through having highly skilled international corporate 
bankers, systems specialists and trade experts work 
closely together and closely with major quality 
corporations worldwide. — . 

This spirit of partnership has led to the 
development of innovative techniques to optimize trade 
finance through export credit agency facilities, leverage 
leases, bankers’ acceptances and a complete range of 

classical trade products. 

Partnership — that’s what makes Chase second 
to none in trade banking. 


се Partnersht p 














Treasury Expertise Export Credit Agency 







Super features in a super compact body 





Canon PC15/25 Mini-Copier with Foolscap Size and RE Ge 777 

The Canon Mini-Copier that's amazingly versatile. It's everything you want in a copier S | < à 
especially its size. The super compact PC15/25 Mini Copiers are the first with RE and DI 
foolscap size copy capability. With the world's first replaceable cartridge, the PC-15/25 Sa 
are the most affordable, simple to use and virtually service-free mini-copiers. 













CANON SINGAPORE PTE LTD For further information, please contact Hong Kong Jardine Marketing Services Lid Tel 5-8373700 £j 
Malaysia Muipha Trading Sdn Bhd (Canon Division) Tel 556066 Pakistan Global Business Systems Karachi Tel 525909 Paramount 
Business Machine Ltd Karachi Tel 513830 Philippines Datagraphics Inc. Metro Manila Tel 85-50-11 Singapore Canon Marketing Services 
Pte Ltd Tei 273-5311 Thalland FMA Corp. Ltd. Bangkok Tel 235-0158 Sri Lanka Metropolitan Agencies Ltd Colombo Tel 35946 
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A lot of innovative ideas go into 
the design of every Case wheel 
loader. But an idea is only a 
beginning. In manufacturing, we 
translate those ideas into steel, 
making sure that every inno- 
vation is also an improvement 
in dependability. 

We make sure that the lines 
that go down on paper, or up on 
our computer screens, will lead to 
increased efficiency in the real 
world of dirt, mud, heat and cold, 
and grueling pressure. 

hat's why we're very hard- 
nosed when it comes to quality. 
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Translating our ideas into 
reality, lathes and machining 
processes with computer control 
and advanced optics assure 
tolerances to within one ten- 
thousandths of an inch. And ma- 
jor components are inspected and 
tested before final assembly. 

Five models give you power 
from 49 to 145,5 kW, capacity from 
,57 to 3,1 m’, and all put the 
operator up front for better visibility 
and surer control. 

And no matter where you are, 
you're never remote from Case 
parts support with computerized 


: EAI WORLD 
TO THE REAL WORLD. 


searching and satellite linkage of 
depots in North America, Europe 
and Australia 

All for better performance 
and longer life. High quality at fair 
prices translates to much greater 
value for you 

Ask your Case dealer to tell 
you more. Or write: International 
CE, J I Case, 700 State Street 
Racine, WI 53404, U.S.A., Telex: 
26-4425. 
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49kW (66 net hp) 
Buckets ,57-,76 т? 


Qu 


w24 


98,4 kW (132 net hp) 
Buckets 1,91-2,29 т? 
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62 kW (83 net hp) 82 kW (110 net hp 
Buckets ,97-1,3 т? Buckets 1,34-1,91 m 


on 


w36 
145,5 kW (194 net hp) 
Buckets 2,68-3,1 т? 
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At over 40 Meridien hotels 
around the world you can 
experience what we proudly call 
Le Raffinement. 
ASIA/PACIFIC: Hong Kong, 


Hong Kong/ Airport, Singapore, 


Changi/ Singapore, Tokyo and 
Colombo. 

THE AMERICAS/CANADA: 
New York, Boston, Houston 
Los Angeles / Newport Beach, 


For reservations, contact your travel agent or phone 
Tokyo 03-475-1511 


008-221-307 (Inwatts) 


San Francisco, New Orleans, 
Montreal, Rio, Guadeloupe, 
Bahia and Martinique 
EUROPE/MIDDLE EAST: 
Paris, Lyon, Tours, Abu Dhabi, 
Athens, Milan, Porto, Lisbon 
Tunis, Lattakia, Palmyra, Nice, 
Damascus, Al Khobar/Dhahran, 
Cairo, Baghdad, Mohammedia, 
Jeddah, Sharjah, Kuwait and 
Khartoum. 


Osaka 06-201-5161, Sri Lanka 544544 


755-8945, Jakarta 670-016, Taipei 752-0504, Kuala I umpur 485-738 
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LE RAFFINEMENT : 
THE STYLE AND ELEGANCE THAT IS MERIDIEN 











AFRICA: Brazzaville, Douala, 
Gisenyi, Kigali, Luanda, Dakar, 
Port Gentil, Mauritius and 
Reunion 

You can also look forward to 
experiencing Le Raffinement in 
Vancouver, Delhi, Taipei, 
Aleppo and Cairo/ Heliopolis. 


Hong Kong 3-669996, Singapore 733-2878, Australia 235-1174 (Sydney) 
Bangkok 234-7877, Manila 815-4946, Seoul 


THE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 


TRAVEL COMPANION OF AIR FRANCE 






















Dominance in decline 


A stroke threatens the life of kingmaker Kakuei Tanaka — 
and his political machine shows signs of breaking up 


By Murray Sayle in Tokyo 
H eis 67, bedridden, paralysed down 
one side by the stroke he suffered 
10 weeks ago and, by many reports, un- 
able to speak normally. Should he re- 
cover, he faces lengthy court proceed- 
ings and, unless his appeal succeeds, a 
five-year prison sentence for corrup- 
tion. The Japanese political world has, 
not surprisingly, written former prime 
minister Kakuei Tanaka off, and there 
are many signs that his huge political 
machine is breaking up. 

And yet, a dozen press cars, radios 
squawking, still flock around his baro- 
niàl house in Mejirodai, one of Tokyo's 
poshest suburbs. At the slightest sign 
of activity inside, a couple of helicop- 
ters assigned by opulent newspapers 
come thwacking over his home, with 
scant consideration for the stricken 
man inside, on the remote chance of a 
latter-day miracle and the boss rising 
‘from his bed and walking. He may be 
finished, but while he draws breath 
Tanaka still dominates the political 
scene which he, more than any other 
man, has shaped for the past decade. 

For even longer than that, Tanaka 
has been the most able and most in- 
teresting man in Japanese politics. The 
media dog him relentlessly because he 
fascinates their audience, partly from 
admiration gladly or grudgingly given 
to his gaman — the quality of patient 
endurance to the bitter end, which is 
high on the list of Japanese virtues — 
partly out of uneasiness about what 
might follow when the boss finally de- 
parts the scene. For such a dynamo, re- 
«firement is out of the question; 
chis influence will end with his life. 
^" What wil he leave behind? The 





e of the boss' legacy is already | 








plain, though how it will be used and 
by whom is another matter. A brief 
look back over a dazzling, dubious 
career sets up the problem with which 
Japan and, increasingly, the rest of the 
world must grapple. 

Tanaka was born in Niigata, on the 
Japan Sea, or the "backside" of the 
main Japanese island of Honshu. He is 
the son of a boozy, one-of-the-lads cat- 
tle dealer who went bankrupt іп the 
1930s on a premature scheme to import 
Holstein dairy cows (fortunes have 
been made since World War Il in 
exactly the same business). 

The immediate effect of the elder 
Tanaka's business misfortunes, how- 
ever, wasthat young Kakuei left school 
at 14 after only six years (if he had that 
— the records were said to have been 
destroyed during the war) of elemen- 
tary schooling to go labouring on 
Niigata's narrow roads, battered every 
winter by some of the heaviest snow- 
falls in the inhabited world. Tanaka, 
formidably intelligent, learned a lot in 
his lifetime, but he never shook off a 
horse-trader's conviction that money 
talks louder than any high-falutin, 
words. 


Nx with his rural accent and 
sketchy education, was he ever 
really admitted into the charmed circle 
of those Japanese educated at Tokyo 
University (Todai), and one or two 
other elite centres of learning, and so 
qualified for entry into the highest 
reaches of the bureaucracy. Being, in 
manner and at heart, a Niigata “good- 
ole-boy” rather than a Todai “old boy" 
both endeared Tanaka to the Japanese 
man and woman in the: street and 
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ures, leading to his 
nickname, "the computer 
dozer." 

In 1942, the handsome 
Tanaka married Hana Sakir 
seven years older, daughter i 
medium-sized building cont acto 


with whom he was lodging. She. 
tracted, it is said, three promises: th 
he would never beat her, thr 
throw her out and that, wh yen | 
came prime minister, they would ente 
the imperial palace hand in hand f 
his formal audience — not unt 
ble pledges which, in the full 
QE Tanaka honoured. (Ho s 
thing about not having gir 
which even now few amb tows: 4 
ese husbands am think res 


her father’ s treatment in | what 
well be his last crisis. Wartime Tk 
short of materials and heavily b 
was a good place for building co 
ors who knew how to eut corner 
the Japanese surrender in 1945 fou 
Tanaka in charge of his fath 
business, grown to be the 
biggest in Japan, and busy re 
a piston-ring factory in Kore i 
the range of American bombers. The 
money entrusted to Tanaka for i 
project, which somehow re 
his possession in the post-war conf 
sion, gave Tanaka his start in 























electors has never changed: while 
other politicians talk vaguely of 
riotism or exploit their uppe 


tions, Tanaka promised 


schools, railways, power projec 
as a natural corollary, jobs. 
In Niigata, once Japan's most popul- 
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ous region, bypassed in Japan's indus 
trialisation and condemned to sered i 
sons to the army or menial jobs all ov er 
the country and its daughte 
nowned for their beauty, to brothe wo 
domestic service for luckier Ja 
Tanaka was talking e» 
language. And he de 
Tanaka's first ува 











when he was arres taking a 





bribe of ¥1 million, then about 
US$3,000, from coal-mining interests, 
allegedly to buy his vote against a 
scheme to nationalise their mines. 
Many prominent Japanese were under 
indictment for corruption at that time, 
including Takeo Fukuda, then a 
bureaucrat in the Finance Ministry 
and later Tanaka's implacable rival for 
the prime ministership. 


сере ran his first re-election cam- 
paign from jail, Fukuda resigned 
from the bureaucracy to turn politi- 
cian and eventually both men’s convic- 
tions were set aside on appeal. Tanaka 
went on toa brilliant career as a minis- 
ter and official of the ruling Liberal 
Democratic Party, including three 
years as finance minister, 1962-65, the 
years in which the party set Japan ona 
course, more or less successful, to dou- 
ble the national income. Simultane- 
ously, he was making a fortune with 
his many building and construction 
companies, all busy on aspects of the 
booming Japanese economy, often 
connected with the infrastructure and 
reclamation projects which, as finance 
minister, Tanaka directed, 

Here we can see all the elements of 
the most powerful machine Japanese 
politics has known. To be a politician 
in modern Japan is an immensely ex- 
pensive business, largely because of 
the gifts and services ranging from in- 
tercession with bureaucrats to free 
trips to the seaside and flower arrang- 
ing lessons Japanese voters expect in 
return for their votes. 

Politicians therefore need massive 
transfusions of funds, a lot of which 
must be off-the-books “black money.” 
The conventional politician gets it 
from his supporters, often business- 
men, in return for favours. Tanaka's 
innovation was to cut out the middle- 
man and make money directly out of 
politics himself — money which he 
reinvested in an ever-growing follow- 
ing, or faction, of loyal political 
henchmen. 

Tanaka's faction 
only in May 1972, two months before 
Tanaka contested the party election 
for the prime  ministership and 
snatched the prize away from the aris- 
tocratic Fukuda, who was supposed to 
be next in line in the Japanese equiva- 
lent of Buggins' turn. Tanaka began 
with the highest public-approval rat- 
ing which had then been recorded in 
Japanese politics, in a period of busi- 
ness boom just coming to the boil, with 
an ambitious programme of *remodel- 
ling the Japanese archipelago" — ac- 
tually prepared for him by a brilliant 
bureaucrat in the Ministry of Interna- 
tional Trade and Industry — by re- 
locating industry, opening up Japan's 
ant-heap cities with roads and parks, 
improving housing and even mov- 
ing the national capital to a new, 


Brasilia-type city to be built on the 


in fact, exactly what 
Japan should be doing 


shu with the fourth island, Shikoku. 





was formalised | 





now — taking pres- 
sure off the bloated 
and internationally 
feared export indus- 
tries and directing the 
savings of the Japan- 
ese people into the 
better life they can 
now easily afford. It 


could only be ac- 
complished by a 
strong leader acting 


not in the name of the 
racketeering ruling 
party, but of the 
whole Japanese peo- 
ple. The only man who has ever shown 
that strength and skill in modern Ja- 
panese politics has been, for a brief 
while, Tanaka. 

Even in two years, he managed a lot: 
the beginnings of the new Tokyo Air- 
port, the world’s longest undersea tun- 
nel from Honshu to the northernmost 
island of Hokkaido, the massive 
bridges and tunnels which link Hon- 


And, of course, the spur of the bullet 
train which runs under Honshu's 





THAILAND 


By John McBeth in Bangkok 


hailand's oldest political party, 

the Democrats, appears to be on 
the road to resurgence in its former 
Bangkok stronghold, following a 
convincing victory over Communica- 
tions Minister Samak Sundaravej's 
Prachakorn Thai Party in a 12 May 
by-election. But that is more than can 
be said for the apathetic voter turn- 
out, now almost a traditional and 
worrying feature of elections in the 
Thai capital. 

Democrat candidate Adm. Som- 
boon Chuapibun polled 94,279 votes, 
more than 25,000 votes ahead of 
Prachakorn Thai runner Gen. Pa- 
mote Thavornchan, a one-time Sup- 
reme Command chief-of-staff who 
was a last-minute choice for the cam- 
paign (Review, 9 May). Opposition 
Chart Thai candidate Thammanoon 
Thianngern, whose party has never 
won a seat in Bangkok, finished third 
with 36,251 votes. 

Only 212,114 of the 987,837 eligible 
voters cast their ballots in a consti- 
tuency covering Bangkok's sister city 
of Thon Buri and, across the Chao 
Phraya, in the western fringes of the 
capital itself. This represented a 
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` i a, one 0 tn 
costliest engineering 
jobs ever attempted. 

The way in which he 
attained the top job, 
by distributing, it is 
said, the equivalent of 
some US$200 million, 
a lot of it in shopping 
bags, led directly to 
his losing it. When the 
first oil crisis set the 
Japanese economy 
reeling, galloping in- 
flation set in — what 
the Japanese re- 
member as the era of 
“crazy prices,” made 
worse by the hoarding 














of building land and essential 
foodstuffs by greedy businessmen. 
Tanaka, known to be a great 


moneymaker himself, got the blame 
and his remodelling scheme was 
widely assumed to be simply another 
Tanaka dodge for raking in huge pro- 
fits from inside political knowledge. 
His approval rating plummeted over- 
night, and a pair of articles in a major 
Japanese magazine, Bungei Shunju in 
the autumn of 1974, which simply de- 
scribed his methods, were enough to 




























Setback for Samak 


The Democrats regain a seat in a Bangkok by-election and | 
claim this is the beginning of their resurgence іп the capital _ 


turnout of only 21.47% — a depres- 
singly sharp drop from the 32.52% in 
the city as a whole in the 1983 general 
elections. Morning rain was blamed 
for the low attendance, but for 
reasons which analysts find difficult 
to fathom, Bangkok voters have 
never had a high political conscious- 
ness compared with constituents in 
provincial areas. In another Democ- 
rat by-election triumph last month, 
for example, the northeastern pro- 
vince of Yasothorn recorded an 80% 
turnout. F 
Democrat leader and Deputy 
Prime Minister Pichai Rattakul feels 
the victory marks a comeback for his 
party in Bangkok, which was a 
Democrat stronghold until the party 
was soundly thrashed by Samak's in- 
fant Prachakorn Thai in the 1979 
general election. Even now, however, 
Prachakorn Thai still holds 23 of the 
36 seats in the capital — 14 more than 
the ts — and political pun- 
dits will have to wait for the sche- 
duled 1987 elections to determine the 
extent of the Democrats’ resurgence. 
The by-election outcome was a 
serious setback for Samak. Although 
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tumble him from office. The articles | excuses EN лр 


were based in large part on the tax re- 
turns of Tanaka and his faction, 
leaked from Fukuda's bureaucratic 
power base, the Finance Ministry. 

So when it emerged that the boss had 
accepted several million dollars from 
Lockheed — a small sum, relatively, 
which Tanaka claimed he could not re- 
member getting — Tanaka was already 
too far from power to stop Japanese 
justice taking its painfully slow course. 


pears has paralysed the nerve 
centre of Japanese politics ever 
since: the Tanaka faction, which actual- 


ly grew in numbers after his second ar- | 


rest to an army of some 112 parliamen- 
tary followers, was not strong enough 
to put one of its members into the prime 
ministership, but strong enough to 
block anyoneelsewho would not accept 
Tanaka's minimum conditions 

And, while all the hard basic deci- 
sions had been deferred until the day 
Tanaka was either freed or jailed, 
Japan has drifted into, among other 
problems, trade conflict with the rest 
of the industrial world, and many poor 
countries as well, with little or no no- 
tion of how to deal with them. Instead 
of decisive action, Japan's partners 


have been fed vague and improbable 





Prachakorn Thai still controls nine of 
the 12 seats in the constituency, the 
controversial minister had said that 
the ga inrer be an important test of 
his Pap acit d In accepting his 
efeat, he put the loss down to 
new бе Васи campaign strategies 
mpd door-to-door canvassing 
and nal contacts. 
had been looking for a solid 
victory in the by-election to shore up 
his personal standing after a spate of 
defections and controversy over his 
alleged authoritarian handling of 
affairs. He also has been the 
subject of criticism over several is- 
sues which have arisen during his 
‘two-year term as communications 
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the last. 

But Tanaka was and still is, much 
more than just a crooked politician, or 
even a brilliant man gone wrong. He 
did not invent the part that money 
plays in Japanese politics: he simply 
worked the system as he found it, with 
consummate skill and the driving | 

| energy which eventually passed even 
| his physical limits. The lesson of his 
| career is a gloomy one: it seems that no 
| one can now achieve Japan's highest 
office except by methods which de- 
prive the holder of the moral authority 
he needs to enforce the hard choices 
which, in thetrue national interest, are 
so long overdue. 

In one area, however, Tanaka has 
fulfilled his dazzling promise and 
promises. It was only in 1983, shortly 
before the boss was finally convicted of 
taking the Lockheed  bribe, 
Niigata finally became the first among 
Japan's 47 prefectures in terms of per 
| capita central government spending on 
| public works. Whoever else reviles 

Tanaka, the people of his snowy home 
prefecture will never forget or blame 
| him. Perhaps, in Japan's interests it 
would have been better if he had 
stayed home and made a modest for- 
tune from milking cows. п 








minister in Prime 
Minister Prem 
^ Tinsulanond's 
ruling coalition, 
of which the 
Democrat party is 
also a partner. 
Somboon, a 61- 
year-old former 
navy command- 
er-in-chief (1981- 
83) from the far 
southern pro- 
-vince of Narathi- 
wat, opposed 
moves by senior 
officers in 1983 
to push through 
amendments to 
the constitution 
which would 
have given the 
military a bigger say in government. 
Interestingly, another strong critic of 
the amendments, former 4th Army 
commander Gen. Harn Linanond 
(page 50), is now virtually a fulltime 
adviser to the Democrats and in that 
vigorous capacity was given much of 
the credit for the party's successful 
Yasothorn campaign. 

Somboon, Harn and former sup- 
reme commander Gen. Saiyud Kerd- 
phol — who appears to have linked 
his fortunes to Kukrit Pramoj's So- 
cial Action Party — are repre- 
sentatives of a new breed of liberal- 
minded military men who are turn- 
ing to politics after their retire- 
ment. 
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Wving 
Suharto. - - 


a © 
Jakarta's demand that 
'apologise' for the 1965 
threatens to baulk normali 








By Richard Nations 
espite putting a bright face on 
Sino-Indonesian relations follow- 
ing Foreign Minister Wu Xuegian’s 
four-day visit to Indonesia last month, 


| Chinese officials privately suspect that 


Wu stepped into an embarrasing dip- 
lomatic trap sprung by pro-Hanoi ele- 
ments in the Indonesian military 

On 8 May a Foreign Ministry spokes- 
man in Peking proclaimed China's 
"optimism" over the prospects of im- 
proving relations with Indonesia, cit- 
ing Wu's brief reception-line meeting 
with President Suharto on 25 April at 
the close of the Bandung 30th anniver- 
sary commemorative meeting. 

But Wu's failure to meet Suharto 
privately has revived the mutual suspi- 
cion and distrust which has plagued 
relations since they were frozen 18 
years ago. And though Peking has been 
careful to prevent injured pride from 
spilling over into public recrimination, 
Chinese officials, nonetheless, have al- 
lowed indirect finger pointing to make 
their displeasure clear. 

On 7 May the Hongkong South 
China Morning Post which is closely in 
touch with thinking in Peking, 
editorialised that "Indonesian might 
have missed a rare opportunity of 
mending ties with Peking," comment- 
ing that the time arranged for Wu to 
see Suharto, one hour after he was due 
to take off on his way home at 8:30 a.m. 
on 26 April, *could not have been in- 
terpreted as other than the president's 
wish not to see his guest." The editorial 
was read as a reply to Indonesian 
Foreign Minister Mochtar Kusumaat- 
madja's statement to the press that Wu 
— by not delaying his departure to 
meet Suharto — had "missed an his- 
toric opportunity." 

Jakarta has refrained from fueling 
what could have developed into a 
damaging press war — Indonesian 
press comment on the Wu visit has 
been uncharacteristically subdued. 
But behind the diplomatic minuet 
around Suharto's schedule is the In- 
donesian demand that China 
“apologise” for its alleged role in the 
1965 aborted communist-backed coup, 
an issue which appears now to have 
emerged as the major obstacle to Sino- 
Indonesian normalisation 

Not long after Wu accepted the invi- 
tation to the Bandung meeting, ac- 
cording to a source close to the 
Chinese, Jakarta sent feelers to Peking 
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through Ho indicating that the 
time was rig for Wu to request a 
meeting with:Suharto; but to enhance 
the prospect$ fer a breakthrough, the 
Chinese. wêre told, Wu should carry a 
letter-.fróm “Chinese Premier Zhao 
Ziyang acknowledging China's role in 
the 1965 coup. The sources say that this 
was the unmistakable message behind 
the emissaries' tactful language. 

_» This:condition put China in a bind. 
“On tHe one hand Peking maintains it 
had nothing to do with the 1965 coup; 
but the Indonesian overture clearly 


had the blessing of Armed Forces Com- | 


mander Benny Murdani as well as the 
Foreign Ministry and the presidential 
palace indicating that the Indonesian 


military was now favourable to nor- | 


malisation. 


Wu however went to Jakarta with- | 


out a letter from the Chinese leader- 
ship, an indication that Peking consi- 
dered the demand for an *apology" too 
high a price to improve relations even 
with Indonesia. The fact that Wu came 
emptyhanded was taken as an affront 
by some Indonesians who think that 
Wu stands too low in the Chinese 
hierarchy to talk with Suharto on 
equal terms on such a major political 
issue as normalisation. 

But the time Suharto offered Wu 
provoked Chinese suspicions that the 
request for an apology was a diploma- 
tic trap to embarrass China rather than 
open the way to normalisation. A 
source close to Peking said: “Can [Pe- 
king] really trust that in the future that 
an apology would not be distorted and 
used to prove that China was involved 
in the coup?" 

Moreover, the Chinese see bureauc- 
ratic rivalry behind what they regard 
as the shoddy treatment of Wu in 
Jakarta. *Mochtar wanted the meeting 


BROTHERLY 
APPROACH 


_ By Lincoln Kaye in Jakarta 

hinese Foreign Minister Wu Xue- 

qian may have had a hard time 
getting together with President 
Suharto, but other Chinese officials 
have already played host to the presi- 
dent's half-brother іп Peking. 
` Chamber of Commerce (Kadin) vice 
` chairman Probosutedjo met Chinese 
. Deputy Premier for Economic Affairs 
` Zhang 


in the course of a four- 


. day tour with a group of In- 
$ travelled in his pri- 
_ vate capacity and waited until early 
|^ May — a month after his Pe- 
king visit — to comment in public on 
- the trip. timing of his remarks is 


t because, on the eve of the 
Bandung commemorative meeting, 
Kadin came under government 





but the Defence Ministry did not,” the 


source said. “Setting an impossible 
time was a typical Suharto com- 
promise” to balance the conflicting 
constituencies. 

One Jakarta-based Western dip- 
lomat compared the demand for an 
apology for the Indonesian coup to the 
Taiwan issue obstructing the normali- 
sation of Sino-US relations. “There is 
nothing about the 1965 question which 
can not be overcome by creative diplo- 
macy along the lines of the Shanghai 
communique,” he commented refering 
to the 1972 document which employed 
vague diplomatic language to finesse 
the contentious issue of Chinese sover- 


eignty over Taiwan. 
E ut, unlike Sino-US normalisation 
which grew out of the shared per- 
ception of a Soviet threat, China and 
Indonesia appear to have no strategic 
interests in common. On the contrary, 
Chinese officials believe that the In- 
donesian military is still dominated by 
a strongly anti-Peking group which 
views China itself as Indonesia's main 
long-term threat. 
Chinese anxieties over the 
emergence of an *entente cordiale" be- 
tween the Vietnamese and Indonesian 





GUY SACERDOTI! 


fire (REVIEW, 1 May) for what some 
see as its over-eagerness to reopen 
trade ties with China, frozen since 
1966. 

Reacting to Probosutedjo's state- 
ment that the "good momentum" 
underway in the trade talks should 
not be squandered, Trade Minister 
Rachmat Saleh told parliament the 
talks should proceed “normally and 
naturally ... at neither a hurried пога 
lnggard pace. 


At stake is a deficit of more than 
US$210 million in Indonesia’s total 
two-way trade of nearly US$230 mil- 
lion with China (some informed but 
unpublished estimates are as high as 
US$900 million). Part of the rake-off 
now enriching middlemen in Hong- 








-— | 
ay in the зба of t the six-day of- 
ficial visit to Jakarta in mid-April Ry 
Vietnamese Defence Minister Van Ti 
Dung were reflected in an 8 May South 
China Morning Post article. Little is 
known publicly about the Dung visit 
but the article sketches what observers 
here read as Peking's nightmare: “a 
military. understanding [between 
Jakarta and Hanoi] and possible co- 
operation with the Soviet Union.” 

However, an Indonesian source 
warned privately that Peking's suspi- 
cions of an anti-China conspiracy in 
the Indonesian military could well be- 
come “a self-fulfilling prophesy.” In- 
fluential generals such as Murdani are 
said to appreciate the benefit of ex- 
panding economic relations with 
China. Moreover, conscious of the crit- 
ical role in domestic investment played 
by the ethnic Chinese, Murdani has 
emerged as the business community’s 
principal protector. But there is also 
increasing frustration in the army over 
the deadlock in Cambodia and a grow- 
ing sense of common cause with India 
and Vietnam. 

China believes that Indonesia’s,need 
to expand its non-oil exports into the 
Chinese market gives it some leverage 
over Jakarta in the future. But so far 
Peking has managed to ex- 
tract only minor conces- 
sions from Jakarta to give 
their economic relations a 
political veneer. (Mochtar 
confirmed an earlier agree- 
ment for a government-to- 
government memorandum 
of understanding to cover 
unofficial trade ™ ties.) 
Suharto has had the best 
of both worlds at the 
cost of Peking’s self- 
esteem. 


2 
kong апа Singapore 
could be recouped if 
t and Peking 

pened direct trade 
links. But China spe- 
cialist Lie Teck Tjeng, of 
an Army-affiliated re- 


search insititute in 
Jakarta, argues that the potential ex- 
pansion of trade would be neither 
that rapid nor that advantageous to 


Indonesia, at least in the short term. 


Nor would the potential benefits ot 

a Chinese trade office here bogre» 
enough to offset the “political and 
security sensitivities” that such a 
mission would arouse in gov nt 
circles, according to an editorial in 
the daily Jakarta Post. What 
the editorial added, the publicity sur- 
rounding the Kadin tive - 

“suggests it is Indonesia, rather than . 
China, which badly needs to reopen 
ties . . . [an] impression the foreign 
ministry always tries to avoid .. . out 
of the view that Indonesia is the ag- 
grieved party regarding the issue." 
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Demonstrators call for increased press freedom: from caution to unfettered news access. 











The shockwave of the Aquino killing woke Manila’s sleeping press 


The born-again media 


By Guy Sacerdoti in Manila 
ч Of all the changes in 
ASIAN the Philippines’ po- 
y^ litical, economic, 
and social structure 
| brought about as a 
result of the 21 Au- 
gust 1983 assassi- 
nation of opposi- 
tion leader Benigno 
Aquino, none has 


І 


ги” WY 
Wal ® 
PRESS 
been more evident in everyday life 
than the transformation of the Philip- 
pine media 
From its former extremely cautious 





style — which accepted everything 
from direct reprints of presidential 
press releases to a timid self-censor- 
ship, caused by a fear of libel suits, 
government reprimands and even oc- 
casional closures and arrest — the 
Philippine press has returned to its 
tradition as the most lively in South- 
east Asia. 

Born out of an American tradition of 
press freedom, the media here never 
fully accepted the wholesale overhaul 
of the system following the declaration 
of martial law by President Ferdinand 
Marcos in September 1972. Even then, 
the press managed to stay freer than 
many of its counterparts in other non- 
communist Asian countries, particu- 
larly those among most of its Asean 
partners. 

But the widespread moral outrage in 
response to the assassination, which 
brought out anti-government demon- 
strators, demands for an investigation 
into the Aquino killing and for accoun- 
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tability of government actions in gen- 
eral, also led to a sweeping desire — 
particularly among the middle class — 
for unfettered access to news. 

The regime, caught by surprise, was 
too shaken by popular demonstrations 
to try to clamp down on the press, and 
by the time it might have turned its at- 
tention to this, was too hesitant for fear 
of inciting further violence. 

Within the relatively short span of 
three months following the assassina- 
tion, the Philippine media underwent a 
dramatic shift towards greater free- 
dom. It re-ignited a long-dormant pro- 
fessionalism among segments of the 
local press, whether vocally protesting 
against direct and indirect restrictions 
against publishing stories, or in the ac- 
tual stories and broadcasts. 


side from the wealth of significant 
Aes and "economic news 
which rapidly developed out of 
the crisis, the public's increased in- 
terest in events and the opposition- 
led criticism of press restrictions 
forced even pro-government publish- 
ers to allow greater objectivity in re- 
porting, both in the substance of re- 
ports and the relative weight stories 
were given. 

The October 1983 opposition boycott 
of the three largest national news- 
papers (all owned and influenced by 
associates of Marcos) put financial 
pressure on the newspapers as well, as 
sales dropped and advertising was re- 
duced. A plethora of new publications 





hit the streets during the same period. 
And while many of these — primarily 
sensational tabloids — were unable tó 
survive, those now firmly established 
have contributed to the forced loosen- 
ing of government press control. 

During the pre«martial law period, 
the Philippine press was known to be 
the most vibrant — and unruly — in all 
of Asia. In 1971, there were 19 daily 
newspapers in Manila, 19 magazines 
and 66 provincial newspapers round 
the country. Most were controlled by 
vested interests, with both political 
and economic clout, and were used 
primarily as extensions of personal or 
family power. 

The country's leading newspaper 
during the period, The Manila Times, 
was controlled by Joaquin Roces, an 
anti-Marcos stalwart. The Manila 
Chronicle was run by two other Marcos 
antagonists, Eugenio and Fernando 
Lopez, members of a family which 
owned a leading TV station, controlled 
large tracts of sugar lands and gave the 
country its last vice president. The 
Philippine Herald was controlled by 
Don Andres Soriano, a member of the 
Spanish family controlling the coun- 
trys largest corporation, the San 
Miguel brewing giant. 

The Evening News was owned by 
the Elizalde family, which also con- 
trolled a number of provincial radio 
stations, sugar lands, mining inter- 
ests and manufacturing concerns, 
and the Manila Daily Bulletin was 
owned by Hans Menzi, a retired gen- 
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Marcos: criticised. 


eral and Marcos’ special mili- 
tary adviser during the late 
1960s. 

Most publishers and editors 











at the time used their news- Bulletin Today Govt/Military 315.000 
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pine politics, it often meant Mr& Ms Independent 70,000 
launching vitriolic attacks on Mr & Ms Series* Opposition = 
Veritas* Catholic Church - 


competitors, whether econo- 
mic or political. To Marcos, 
who bore the brunt of numer- 
ous attacks on his policies and the pro- 
jects of his wife, Imelda, the press re- 
presented one major example of the 
chaos and lack of personal political 
control which helped lead to his deci- 
sion to impose martial law. 

Within days of the martial-law dec- 
laration, journalists and publishers 
critical of Marcos were silenced. They 
found themselves in jail, their news- 
papers closed and broadcast facilities 
taken over by the government, later to 
be transferred to Marcos’ business as- 
sociates. Of the major Manila news- 
papers in existence during the pre- 
martial law period, only one survived, 
The Manila Daily Bulletin, though 
under the new name Bulletin Today. 
(Business Day, at the time a small busi- 
ness daily, also survived, and was the 
only influential — though small in cir- 
culation independently owned 
newspaper to survive all nine years 


of martial law.) The government ini- | 


tially instituted strict censorship, 
later replacing it with a system of 
press licensing, which lasted until 
the lifting of martial law in January 
1981. 

Some of the more anti-Marcos jour- 
nalists who were not detained went 
underground, including Manila Times 
business editor Saturnino Ocampo and 
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news editor Antonio Zumel, both of 
whom were assumed to be linked with 
the Communist Party of the Philip- 
pines. Ocampo was arrested in 1976 
and remained in detention until his 
sensational escape from the National 
Press Club on 5 May while on a brief 
prison pass. 


ore moderates were co-opted 
M the government as public 

relations officers, while others 
left the profession entirely. Those 
who remained were mostly cowed by 
either direct censorship or self-censor- 
ship, pressure exerted by media own- 
ers staunchly loyal to Marcos, or by the 
constant threat of the arbitrary use of 
the country's vague libel laws. Fre- 
quent directives were given to editors 
from the Office of Media Affairs in 
the presidential Malacanang Palace 
as to which stories should be em- 
phasised and, in many instances, how 
to handle potentially controversial is- 
sues, Although criticism was allowed, 
and a number of contentious issues 
were aired fully, coverage was selec- 


| tive. 


While the lifting of martial law in 
January 1981 lessened the more direct 
restrictions (licensing was abolished, 
for example), use of libel suits, interro- 


















quino: reconciliation. 





gation by the military and, in 
one case, charges of subver- 
sion for articles critical of 
Marcos or the military, con- 
tinued. The president, just be- 
fore lifting martial law, also 
armed himself with two de- 
crees, which became public 
knowledge only in June 1983, 
which could be used to prose- 
cute — with a maximum pen- 
alty of death — anyone guilty 
of making "disparaging re- 
marks" with the purpose of 
undermining the government 
The decrees do not refer specifically 
to the press but could be used against 
it 














That all changed with the Aquino 
killing. Aquino's return from three 
years of self-exile in the United States 
worried the Marcos government. He 
was Marcos' chief political rival and 
his most likely successor when martial 
law was declared. Aquino was return- 
ing under a death sentence handed 
down by a military tribunal in 1977. 
And, at the time of his return, Marcos 
was ill and in seclusion. Word was sent 
out from the presidential palace and 
from the Office of Media Affairs to 
editors of the three largest govern- 
ment-influenced newspapers and to 
producers of TV news to play down 
Aquino's return 

Aquino's emphasis in his last two 
years on using non-violence and neo- 
Gandhian protest techniques to seek 
what he termed "national reconcilia- 
tion" with Marcos attracted wide sup- 
port from the powerful Roman Catho- 
lic Church hierarchy, led by its out- 
spoken leader, Cardinal Jaime Sir a 
friend of Aquino. The small church- 
supported radio station, Radio Veritas, 
decided it would divert from its normal 
programming (which usually begins at 
5 pm) for live coverage of Aquino's ar- 
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rival at the airport at mid ay on that. 
Sunday. 

Using mobile radio vans, Radio Ver- 
itas broadcast the first news of the 
shooting, followed the ambulance to 
the military hospital where Aquino 
was pronounced dead and was first to 


arrive at Aquino's Quezon City home, | 


where its reporter conducted a live in- 
terview with Aquino's brother-in-law, 
a US-based TV correspondent, who 
had accompanied him on the flight. 

By that evening, with little or no 
news of the shooting availableon TV or 
radio stations, many taxis, coffee 
shops, restaurants and private homes 


were tuned in to Radio Veritas, which | 


described negotiations between the 


Aquino family and the military over | 
post mortem | 


how and where the 
examination was to be conducted, the 
growing crowd of opposition leaders 
and some former government support- 
ers who descended on the Aquino 
home, and the stunned reaction of peo- 
ple around the city. None of this was 
covered by the other local media the 
following day. The night of the assassi- 
nation, the radio station received 
warnings from the authorities to tone 
down its coverage, but ignored them 
The success of Radio Veritas (which 
continued its unrivalled coverage until 
the funeral 10 days later) and the con- 
tinued selective coverage by the Bulle- 
tin Today, Times Journal and the Daily 
Express, the three government-influ- 
enced national newspapers. led 
Eugenia Apostol, editor of the rela- 
tively independent society and news 


JOURNALIST 
POLITICIANS 


ASI AN In industrialised 


democracies 
where press free- 
dom is the norm, 
the editorial pages 
of a newspaper are 
f : frequently used as 
L a. а forums for both 
» 4 government and 
1 RESS opposition politi- 
cians to discuss policies and their 
` personal political positions. But it is 
rare that reporters or editors become 
politicians in their own right. 

In the Philippines, however, jour- 

nalists have traditionally used their 
'' columns as platforms for an eventual 
_ jump into politics. One of the most fa- 
mous is Carlos Romulo, who after 
starting as a journalist, joined Gen. 
Douglas MacArthur's staff as a pub- 
lic-relations officer and finished up 
` as the foreign minister. 

Present Labour Minister Blas Ople, 
who has presidential aspirations, 
began as a journalist during the 
1950s. So did presidential spokesman 








32 


T Kase ré жа 


И weekly magazine Mv & ite 





j organise" 
a special edition to be published the 
following weekend, printing 600,000 
copies, double the normal circulation 
of the Bulletin Today. Composed 
mostly of photographs then available 
of the shooting, reports of the drama 
around the Aquino home and foreign 
newsagency dispatches, the issue was 
sold out within a day of publication. 
Emboldened by the lack of a govern- 
ment clampdown, which would have 
been difficult given the fluid political 
situation that week, a second edition 


was planned along the same lines to | 


cover the funeral. Manila was im- 
mobilised on 31 August as an esti- 
mated 2 million people lined the 25- 
mile route from the church to the 
cemetery. Public reaction was pheno- 
menal. The funeral edition sold more 






































Ocampo: somewhere in Manila. 


| hal 800,000 Sapien n more hart he 
combined total of the three main na- 
tional newspapers. 

The national dailies, however, con- 
tinued to play down events. The Times 
Journal, for example, controlled by as- 
sociates of Mrs Marcos, began its fun- 
eral story with two single column inch- 
es towards the bottom of the front 
page. But the interest in Mr & Ms, and 
the continued popularity of Radio Ver- 


| itas as it covered live the spate of ral- 








MANOLET AGONCILLO MALAYA 


lies in Manila's Makati business dis- 
trict that September, prompted other 
publishers to be less cautious. 


hile the special Mr & Ms edi- 
tions became “a series for jus- 
tice and national reconciliation” 


(the first eight issues averaged 600- 
800,000 


copies, dropping to 400- 
500,000 in November and 
December and, now in 
its 90th issue, averages 
300,000) the small op- 
position weekly, Malaya, 
began publishing twice a 
week and became a daily 
in February 1984. The 
newspaper, selling a few 
thousand copies prior to 
the assassination, but now 
selling 55,000, is edited by 
Jose Burgos, who was edi- 
tor of We Forum, temporar- 
ily shut down by the mili- 
tary after a series of arti- 
cles in late 1982 question- 
ing the legitimacy of Mar- 
cos’ string of World War II 





ing the CPP and its armed 
wing, the New People’s 
Army), is Antonio Zumel, 
the former news editor of 
the defunct Manila 
Chronicle during the late 
1960s until he went under- 
ground when martial law 
was declared in Sep- 
tember 1972. 

During a dinner on 29 








and chairman of the Government 
Service Insurance System, Adrian 
Cristobal. The chairman of the gov- 
ernment's Technology Resource 
Centre, Carmen Guerrero Nakpil, 
was a respected journalist during the 
same period, as was Philippine Am- 
bassador to Britain J. V. Cruz. 

On the opposition front, the most 
famous ex-journalist was assassi- 
nated opposition leader Benigno 
Aquino, who as an 18-year-old co- 
vered the Korean War for the now de- 
funct Manila Times. 

And, perhaps surprisingly, a 
number of leaders of the Communist 
Party of the Philippines (CPP) also 
have journalistic backgrounds. The 
alleged chairman of the National 
Democratic Front, an amalgam of 
radical leftist organisations (includ- 





April for past presidents 
and lifetime members of the National 
Press Club, Zumel sent his greetings 
to the group by post, remembering 
his "beer-swilling" days at the club 
and the talk he had the night mar- 
tial law was declared, speculating 
on which papers would be padlock- 
ed. 

His letter, read by current NPC 
president Antonio Nieva (who him- 
self spent several weeks under deten- 
tion in 1982 for union organising), ex - 
pressed hope that he could soon re- 
turn to the NPC to continue imbibing 
beer over the issues of the day — im- 
plying this would be after the “rey- 
olution." Another past NPC presi- 
dent (from the late 1950s), Tourism 
Minister Jose Aspiras, attacked his 
"friend" for taking the revolutionary 
path. 
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medals. He and 10 members of his staff 
were charged with subversion in a case 
finally thrown out by the Supreme 
Court in December 1984. 

Business Day, the most objective 
and respected of the major newspapers 
during the pre-assassination period, 
expanded its coverage from predomin- 
antly business news into the political 
field, taking a less obvious opposition 
stance on most issues, while maintain- 
ing its economic coverage. 

Of the smaller (average circulation: 
50-20,000), mostly weekly tabloids 
which proliferated during September 
and October 1983, one closed for 
reasons other than lack of readership. 
The Philippine Times, edited by 


Romeo Corro, ran a lead story in late 
September 1983, quoting a widely cir- 
culated account allegedly written by 
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Ople; Romulo: political platforms. 


T UTE Рет 
former military officers detailing the 
Aquino assassination as a planned 
military operation involving the top 
generals in the Armed Forces of the 
Philippines. The document, which 
cited alleged quotations of the generals 
during the meetings, was impossible to 
verify. Most independent observers 







doubted its authenticity. Corro was ar- 
rested and his newspaper was closed in 
October 1983 for subversion and incit- 
| ing to rebellion; he was released in 
June 1984. 


clampdown. Amid the demonstrations 


funeral, the debate on press freedom 





Makati Business Club sponsored a 
luncheon with a panel including 
Menzi, Burgos, the widely re- 
spected editor of Business 
Day Raul Locsin and Daily 
Express editor Pat Gonzales 
The discussion was domi- 
nated by attacks on the gov- 
ernment-influenced press 
and the use of libel suits, di- 
rect phone calls from the 
palace and self-censorship as 
means of restricting press 
freedom. Menzi's and Gon- 
zales' defence of the system 
was booed. By comparison, 
Locsin and Burgos received 
standing ovations from the 
businessmen. 

Most significant, however, 
was the plea from business 


rebellion for allegedly 
taking part in the smuggl- 
ing of a shipload of arms 
on the east coast of Luzon. 
The tribunal continues to 
meet, with the case kept in 
abeyance, his lawyers say, 
by the government's desire 
to keep those charged 
under detention. 

He was allowed out of 








But the best-known journalist- 
turned-revolutionary remains Satur- 
nino Ocampo, former assistant busi- 
ness editor of the Manila Times, 
whose 5 May escape from custody 
ended nine years of military deten- 
tion. The quiet and cerebral Ocampo 
surprised most of his colleagues in 
1971 when he went underground to 
join the communists. When he was 
captured in January 1976, he was 
believed to be a leading member of 
the party's central committee. 

His ordeal of torture and solitary 
confinement (he was allegedly 
chained to his bed for several 
months), became the rallying cry for 
numerous human-rights groups, both 
locally and abroad. He was charged 
at a military tribunal, along with sev- 
eral others, with subversion and 
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prison on 31 August 1984 
on a 10-hour pass to join former col- 
leagues at the NPC, guarded by mili- 
tary escorts as he lunched and talked 
amiably throughout the afternoon. 
Defence Minister Juan Ponce Enrile 
granted him a 12-hour pass in May 
this year to participate in the election 
of officers for the NPC, from where he 
escaped. 

Leaving his guards outside the vot- 
ing area, Ocampo walked into the 
voters' booth and left by a back stair- 
case from the fourth floor to the 
street, where he reportedly was 
picked up by a green Volkswagen. 
Enrile told the Review he believes 
Ocampo remains somewhere in Man- 
ila, waiting for the intense search 
launched by the military to die down 
before eventually rejoining his com- 
rades in the hills. — GUY SACERDOTI 


It became rapidly more difficult for 
the government to attempt any serious 


was stepped up. On 27 September, the 









and marches following the Aquino | 








leaders such as Jaime Ongpin, chair- 
man of copper and gold producer Ben- 
guet Corp. and brother of Trade and 
Industry Minister Roberto Ongpin, for 
companies to show their preference for 
the more free and independent press by 


| being more selective in placing adver- 


tisements. In what became a joint ef- 
fort with columnists and writers, à 
number of businessmen helped launch 
a boycott of the three establishment 


newpapers 
T 2 to include in their pages 

opposition statements and to 
broaden coverage generally by pub- 
lishing pictures of anti-government 
rallies and by using their editorial 
pages to run occasional commentaries 
by opposition figures on pressing is- 
sues such as the presidential succes- 
sion, Marcos' decree-making powers 
and the performance of Marcos' econo- 
mic ministers. The boycott fizzled out 
by mid-January 1984, but by then its 
influence had already begun to im- 
prove the newspapers. 

But the businessmen did more than 
simply support the boycott. A number 
of influential, politically moderate op- 
position businessmen with good rela- 
tions with the Roman Catholic church 
supported the creation of a church- 
sponsored weekly newspaper, Veritas, 
which published its first issue to coin- 
cide with Aquino's birthday commem- 
oration on 27 November 1983. 

The Veritas Board of Management 
includes chairman Vicente Jayme, who 
also heads the Bishops-Businessmen 
Conference of the Philippines. Jose 
Concepcion, president of food pro- 
cessing RFM Corp., who chaired the 
highly acclaimed election watchdog 
group the National Citizens Commit- 
tee for Free Elections (Namfrel), is also 
on the board, as is Jaime Ongpin and 
former Industry Minister Vicente 
Paterno, who is also on the board of the 
Makati Business Club. Editing Veritas 
is Felix Bautista, Sin's public rela- 
tions officer. The weekly has main- 
tained a steady readership and while 
certainly pro-opposition in its overall 
approach to issues, is known for its 
well-researched and balanced fea- 
tures 

Although journalists and publishers 
remain worried about the possibility of 
a new crackdown on their new-found 
independence, the resurgence of press 
freedom in the Philippines — within 
the current structure of government 
and. opposition-influenced editorial 
policies — seems likely to become 
institutionalised and continue to 
grow 

This year, two new presidential de- 
crees, referring specifically to the “use 
of media facilities to mount sustained 
propoganda against the government" 
were introduced. Maximum penalty 
for infringement has been reduced to 
six to eight years imprisonment and a 
fine of P8,000 (US$432) ü 
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Y Compared with its 
A SI AN KR partners, the 
ni pP Philippines offers 
г the greatest variety 
of media options to 
t its reading, listen- 
: | ing апа viewing 
L Е "n public. There is one 
4 radio set іп the Phi- 
l RESS lippines for every 15 
people, and 12,000 radios for each of 
the country’s 300 radio stations airing 
programmes daily. While Indonesia 
and Malaysia have added a second and 
third TV channel, respectively, to their 
capital cities in the past few years, 
Manila boasts five. And while the total 
number of daily newspapers in Asean 
capitals rarely reaches 10, in Manila 
there are 14. 

Traditionally, the Philippines has 
had a vigorous and freewheeling press. 
How successfully a government policy 
can be presented to the public via the 
media is often more important to the 
government than the substance. A 
senior cabinet minister joked that for 
every five Filipinos, there is an organi- 
sation, and each of the five members is 
an officer: president, vice president, 
secretary, treasurer and public-rela- 
tions officer. 

Journalists here also enjoy a social 
Status far higher than their counter- 
parts in any other Asean country, and 
press passes open doors to what many 
journalists in other parts of the region 
would consider restricted areas. 

During the martial-law years, 1972- 
81, the government of President Fer- 
dinand Marcos tried to centralise news 
dissemination in the same way it was 
able to centralise control over the 
country’s sugar and coconut-oil indus- 
tries. Marcos also attempted to use his 
martial-law powers to control the 
media, allowing his political friends 
more access to it. Prior to 1972, the 
media had frequently criticised his 
policies, 

One of Marcos’ first moves under 
martial law was to place all media 
under the control of the defence, and 
later, the press ministries. It was Mar- 
cos’ Letter of Instruction No. 1 and an 
accompanying General Order 2A 
which resulted in the closure of news- 
papers and the arrest of many jour- 
nalists and publishers who had been 
opposed to Marcos. Only media which 
published or broadcast “straight news 
reports of positive national values” — 
meaning pro-government news — 
were allowed to remain open. Editorial 
comment was discouraged, and writ- 
ten authority was required before 
printing presses could operate. All 
stories had to be approved by the gov- 
ernment prior to publication. 
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The first newspaper allowed to re- 
open after the martial-law close- 
downs was the Daily Express, then 
barely nine months old, which was 
owned by Roberto Benedicto, then am- 
bassador to Japan and a Marcos golf 
partner. Benedicto's small Kanloan 
Broadcasting System TV and radio 
facilities had burned down, so he was 
given access to the new Broadcast City 
facilities — then the most modern in 
the Philippines — set up by the family 
of Eugenio and Fernando Lopez, who 
had been staunchly opposed to Marcos. 
The Lopez family still claims it was 
never paid adequately for the forced 
takeover. 

The two other major dailies allowed 
to operate during martial law were es- 
tablished shortly after martial law was 
declared: the Times Journal, as- 
sociated with Marcos' brother-in-law 
Benjamin Romualdez, and the Bulletin 
Today, published by Marcos' former 
military adviser, Hans Menzi 


y the middle of 1973, censorship 

was relaxed with the creation of a 
Media Advisory Council, whose mem- 
bers were approved by Marcos. The 
council provided for “self-regulation” 
under the National Press Club presi- 
dent. It was designed to process appli- 
cations for media to operate, but again, 
subject to Marcos’ approval. The coun- 
cil was split in late 1974 into two coun- 
cils — one each for the broadcast and 








was created of a self-controlled press 
influenced by government. Most indi- 
viduals on the councils were Marcos 
associates. 

For the sake of the country’s free- 
press image and because of pressures 
both from within the country and from 
outside — particularly during the ad- 
ministration of president Jimmy Car- 
ter in the United States а limited re- 
laxation of government control was in- 
troduced by allowing a small opposi- 
tion paper, We Forum, to begin pub- 
lishing in the mid-1970s. But its circu- 
lation, mostly in Manila, was' under 
20,000 

But overall, large newspapers re- 
main under government influence. The 
Bulletin Today, the country's largest 
daily (circulation, 255,000), has as 
board chairman Emilio Yap (Menzi 
died in June 1984) and is part of a 
group of companies managed by the 
Menzi Foundation. The group also 
publishes the evening tabloid Tempo 
and the Balita, controls five other com- 
panies and has shareholdings in at 
least 13 others. It is involved with 
paper production, hotels, food process- 
ing and other industries. Yap himself 
holds equity in a bank and owns a ship- 
ping company. 

Benedicto, whose Daily Express 
claims a daily circulation 173,000, also 
dominates the country's sugar indus- 
try and is involved in hotels and bank- 
ing. He is currently under fire in con- 
nection with the financial and market- 
ing problems facing the sugar indus- 
try, which may have been partially re- 
sponsible for the current overhaul of 
his TV network, now under the tutel- 
age of Marcos' daughter, Imee. 

Romualdez, who controls the Times 
Journal (175,000) and the tabloids 
People's Journal, People's Tonite and 
Taliba, was elected an assemblyman in 
the May 1984 national-assembly elec- 
tions, is governor of Leyte province 
and is current Philippine ambassador 
to the US. He is associated with a 
number of companies considered 
under the influence of Imelda Marcos, 
Marcos' wife, and has holdings in an 
engineering firm, banking апа 
utilities. 

The other major media group as- 
sociated with the government is Orient- 
al Media Inc., which publishes the 
Evening Post (80,000) and the Metro- 
Manila Times (117,000). Published by 
Karema Tuvera, wife of presidential 
executive assistant Juan Tuvera, the 
Times. began publication only in 1982 
and on occasion has been more inde- 
pendent than the other government- 
influenced newspapers. It published 
in full critical national-assembly de- 
bates on the proposed start-up of the 
country’s almost completed nuclear 
plant and criticised alleged payoffs 
to the media (the reporter involy- 
ed happened to be Tuvera’s daughter) 
by officials associated with Mrs Mar- 
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The Lockheed 
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role is a more recent 
innovation. 
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In two areas, the government has 
found it especially difficult to control 
the media and, significantly, both in- 
volve news dissemination in the pro- 
vinces. Radio is a critical factor here, 
as infrastructure in many rural areas 
remains poor and literacy is far below 
levels found in urban areas. Of the 305 
radio stations in the country, 258 are 
based outside the capital region. There 
are 102 in the provinces of the main is- 
land of Luzon, with the rest distri- 


buted among the central Visayas is- 
lands (77) and on the southern island of 
Mindanao (79). 

Of the total, only 39 are government- 
controlled, fewer than 30 of which are 
based in the provinces. While most will 
run government newsagency-supplied 
national news, much of the provincial 
fare is obtained independently, and 
many news commentaries are dis- 
tinctly anti-government. 

Provincial newspapers have. also 
been known for their continued inde- 


` pendence, even during the martial-law — 


period, often at personal risk to their 
reporters. Local newspapers in Cebu, 
Negros and the Samar islands in the 
Visayas, along with some newspapers 
in Mindanao, have frequently pub- 
lished anti-government stories on 
land-grabbing and military abuses — 
subjects that do not usually appear in 
Manila's newspapers. In the provinces, 
208 daily and weekly newspapers are 
published, most of them on old 
mechanical presses. — GUY SACERDOTI 
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ASIAN Philippine media 
E } pe | which reacted to the 
p? ж, A assassination of op- 
е ! i position leader Be- 

S nigno Aquinoin Aug- 
ust 1983, TV wasthe 
slowest to adapt to 
the new realities. Of 
the five TV stations 
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in the Metro-Manila area, only one is 





relatively independent, though it 
mostly follows the government, 

The reason is simple: four of the five 
stations owe their existence to the gov- 
ernment. The takeover of the Lopez 
family’s Broadcast City by presiden- 
tial business associate Roberto Be- 
nedicto shortly after martial law 
brought three of the five under one roof 
— Benedicto’s own Radio Philippines 
Network (RPN), with six TV and 15 
radio stations throughout the country; 
Banahaw Broadcasting Corp. (BBC), 
with two TV stations and seven radio 
operations throughout the country; 
and Intercontinental Broadcasting 
Corp. (IBC), with eight TV stations and 
four radio facilities. All are tied to Be- 
nedicto's corporate structure. 

Benedicto also has relations with 
Domsat, a company which rented a 
satellite transponder from Indonesia's 
Palapa system to beam TV throughout 
the archipelago, and Nivico Philip- 
pines Inc., which, by presidential de- 
crees in 1977 and 1978, was allowed to 
import duty-free, low-cost studio and 
broadcasting equipment. 

His virtual monopoly — of the two 
other Manila TV stations one is gov- 
ernment-run and the other indepen- 
dent — began to fall apart last year. 
Benedicto's profits from his other 

' businesses, primarily sugar-related, 
began to wane due to dismal world 
sugar prices, demands that his sugar 
monopoly be dismantled and a bank- 
ing crisis which forced his Republic 
Planters Bank to seek emergency Cen- 
tral Bank of the Philippines' funds. 
Sources close to the industry say his 


broadcasting interests were losing 
propositions as well. 
36 










In December, for example, the In- 
donesian Government said it would 
halt Domsat's use of satellite time if it 
could not cover the year-long arrears 
in payments. The Domsat contract 
lapsed in January. 

In March, President Ferdinand Mar- 
cos issued a directive to “rationalise” 
the industry to avoid monopolies tak- 
ing over. But that has only confused 
matters. 


S ecurities and Exchange Commis- 
sion documents have been “in pro- 
cess" for a number of months and un- 
available for public perusal, while 
local press reports say the manage- 
ments of RPN, BBC and IBC have been 
"jntegrated." Minister Gregorio Cen- 
dana, who is in charge of the govern- 
ment's Office of Media Affairs, told the 
national assembly in mid-April he did 
not know who owned the TV stations. 

But news reporting is merely a small 
portion of the overall TV programming 
in the Philippines. Following the tim- 
ing of US networks, most stations 
broadcast early morning news, an 
early evening bulletin at about 7 p.m. 
— which is the main broadcast of the 
day — and late evening news headlines 
around 11:30 p.m, 





Updates are normally broadcast on 
RPN and the government's Maharlika 
Broadcasting System (MBS) at noon 
and 3 p.m., normally in the local lan- 
guage, Tagalog. IBC and BBC run most 
of their news in Tagalog, while on the 
other channels English pre- 
dominates. 

The rest of the day's pro- 
gramming varies according 
to network, with the only 
major Tagalog station, IBC, 
running primarily old 
Tagalog movies which are 
extremely popular. Ratings 
of thestations are notavail- 
able, but TV sources say 
IBC is the only profitable 
station, with the lowest 
overheads. 

Daytime viewing is dom- 
inated by dance shows, the 
occasional Tagalog quiz 
show or vintage films on 
MBS, BBC, GMA and RPN, 
with BBC and RPN airing 
English-language cartoons 
and other children’s shows 
late in the afternoon. A local- 
ly produced copy of the American Sesame 
Street series (called Sesame in Tagalog) 
appears on MBS and RPN as well. In 
many households, the TV is on most of 
the day, regardless of programme. 

Before the evening news, three net- 
works air soap-opera-style shows, the 
most popular being GMA's Anna Liza, 
whose star, 17-year-old Julie Vega, re- 
cently died of a pulmonary infection. 
She was so popular that an estimated 
20,000 people mobbed her funeral on 
11 May, while a surging crowd during 
her wake led to a fracas in which one 
woman died and several others were 
injured. 

Evening viewing is dominated by US 
programming, with the exception of 
IBC. Variety shows such as Real Peo- 
ple, action dramas ranging from 
Hawaii Five-O to Knight Rider and the 
popular US soap operas such as Dallas 
and Dynasty are the normal fare. 

A few Filipino specials are popular, 
such as GMA's Penthouse Live on Sun- 
day evenings, as are the few public-af- 
fairs panel presentations, which in- 
clude RPN's Tell the People and MBS' 
Viewpoint. Evangelical imports from 
the US are often shown on IBC and 
GMA on weekends and late evenings. 


— GUY SACERDOTI 
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Wien you fly to the U.S.A., Middle East 
or Europe, what would you like most from an airline? 
An airline flying the world’s most popular aircraft, the B-747 
with a First Class service that offers you a choice of a comfortable seat 
plus a full length bed upstairs or a stretch out recliner seat? 
A gourmet menu that offers you a choice from seven Asian and Continental entrées, 
of course, complemented by a selection of fine Champagnes, wines 
and spirits? State-of-the-art inflight entertainment? 
A private pre-boarding lounge for last minute business transactions? 
Or a Business Class in its own private cabin, where youre no more than 
one seat from the aisle? A choice of four entrées, complementary wines, spirits 
and entertainment? True Business Class standards at only a full Economy fare? 
And the added touch of warm and gracious Filipino hospitality? 
Philippine Airlines’ First Class, and Mabuhay Class offer all this and more, 
with the friendly Filipino charm renowned throughout the world. 


Next time you fly long haul e е 
discover why everything's right here. Philippine 


Everything’ right here or 








A prospector has to know the difference 
between fools’ gold and the real thing. 


Prospecting for great ideas is like 
panning for gold. If you don't know 
exactly what you're looking for, you 
might mistake a bad idea for a good one. 
In fact, what it really boils down to is 
knowing that all that glitters is not gold. 

At Epson, we know which ideas will 
produce products people can trust. 
We develop every concept from its incep- 
tion, and carefully evaluate its worth. 
Before proceeding further, we examine 
the idea's applicability. If we find any 
flaws, any imperfections, we stop. 

Most corporations can dream up 
ingenious product concepts. But what 
makes Epson different is that we create 
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products to fulfill human needs. Almost 
every single feature on an Epson 
product is designed to make your life 
easier. You'll never waste time trying to 
figure out how an Epson product works. 
And you'll never find unnecessary 
gimmicks either. 

Epson's commitment to fulfill human 
needs is apparent in such outstanding 
products as our liquid crystal display, 
and the world’s best-selling printers for 
personal computers and totally portable 
cordless personal computers. 

Epson. We know the difference 
between great ideas, and great ideas 
that work. 


7, Japan Phone: (0263) 5 
2-19 World Trade Cer 
Jtt Road, Central, Hong Kong Phone: £ 
Wealthy Bidg,, 206 Nanking E. Road, Se 











Impact dot matrix printer LX-80 


Their home is Saudi Arabia, 
but theyre doing their 
homework in Houston, 
and Tokyo. 


They come from cities like Riyadh, 

апи and Jubail. But they're 
living and learning in Houston, 
Boston and Tokyo. Learning the 
world’s most advanced techno- 
logical skills from our joint venture 
petrochemical partners like Exxon, 
Mobil and Mitsubishi. Skills they'll 
put to good use when they return 
home to Saudi Arabia. 

They are part of SABIC (Saudi 

Basic Industries Corporation) 


v^ 


> 

> 
> 
>» 

> 
> 
> 
M 
> 
> 
> 
> 


and not only are they highly moti 
vated, they are dedicated. 
Dedicated to maintaining and ad- 
vancing what is today one of the 
most sophisticated technological 
complexes in the petrochemical 
world. Plants and cities carved out 
of the desert that have trans- 
formed natural gas resources into 
world-class petrochemicals, right 
at the source. 

Valuable though our petro- 
chemicals may be, we consider 


our people to be our most impor 
tant asset and our most precious 
resource 


\ 
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SABIC i+ 


World Class Petrochemicals. 
World Wide Cooperation. 


Saudi Basic Industries Corpi 
PO Box 5101, Riyadh 1142: 
Telex: 201177 SABIC SJ 








Before every flight, we take our 
cabin crew tothe movies. 


Cathay Pacific is the airline committed to getting you to your destination in better shape 


So we've taken a critical look at every part of our airline. Starting with inflight service 


While we've always been complimented on our cabin crew, we felt we could do even better. And performing 


better in flight, means performing better as a team е 


hat's why at every pre-flight briefing we screen short films 

which show how working together as a team helps g Wee E 
everyone arrive in better shape. 4 Р, 

Next time you fly with us, we hope you agree we're А 

succeeding VE, - 
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ө A FAT, 57- -page report on 
rights violationsin Afghanistan thud- 
ded onto my desk last week; Produced 
by the United Nations Economie and |. 
Social Council, it summarises. the | 
findings of the councils Special Rap- | 
porteur Felix Ermacora, an Austrian | 
it appointed in March 1984 toinvesti- | 
gate human rights in Afghanistan | 
“before, during and after the with- | 
. drawal of all foreign forces." | 
Afghanistan refused.to cooperate | 
and Ermacora's request to go to | 
Kabul was ignored. Thus he was li- | 
mited . to.. interviewing refugees, | 
gathering evidence from 15 different | 
provinces from people who had either | 
| 

| 

i 

| 

| 

£ 








been ill-treated themselves or who | 


|. had witnessed summary executions, | 


torture and other varieties of cruelty. 
In January 1985 he wrote to the Af- 
ghan Government stressing that it 
should clarify the charges made in 
the thousands of pages of informa- 
tion he had gathered, but again he re- 
ceived no reply. 

Perhaps Kabul objected to the au- 
thority for Ermacora's mission: the 
UN: body itself is charged to investi- 
gate human-rights violations in any 
part of the world, “with particular 
reference to colonial and other de- 
pendent countries and territories." 
After all, we all know that Kabul 
bravely maintains the fiction that the 
Afghans asked the Russians to in- 
vade and occupy their country. 

e THE evidence makes unhappy 
reading of man's inhumanity to man 
— and to women and children. It con- 
tains allegations made by eye-wit- 
nesses of mass executions (the bodies 
being carted away in buses, some of | 
them still showing signs of life); of the | 
former dean of the Faculty of Econo- | 

| 





mics.of Kabul University who had the 
fingers of both hands crushed under 
_ the legs of a chair on which two of his 
torturers sat; of children having their 
hands or feet blown off by handling 
booby-trapped toys, shaped like pens 
or small animals, and of others with | 
multiple fractures caused by rifle- 
butt wounds; of villages being bom- 
barded and of poison gas or chemi- 
. cals being used to flush out those hid- | 
ing, and of maiming and raping. | 
One source estimated that there are | 
50,000 political prisoners being held | 
in Afghanistan today. A former of- | 
ficer of the Security Police, who had | 
himself fled to Pakistan, listed eight 
types of torture used during interro- 
gation: “Giving electric shocks, gen- 
erally to the genitals in men and the 
breasts in women; tearing out nails 
and introducing electric shock; pre- 
venting the prisoners from doing 
their business, so that after a time 
they are obliged to do it in the pre- 
of other co-detainees (а 
;technique used to humiliate the pri- 





June 1944 Americans had lan 


| soners); sticking pieces of woodin t 
men's anus (particularly applied to 


old and highly respected prisoners); 
¿plucking out the beard of some pri- 
soners, especially elderly men or re- 
ligious figures; pressing on the pri- 
soners' throats to force them to open 
their mouths while the guards uri- 
nate into them; setting police dogs on 
detainees; hanging them by the feet 
for an indeterminate length of time; 
raping women, tying their hands and 
feet and introducing a variety of ob- 
jects into the vagina. The witness 
gave the following names of torturers 
he had known himself: 
Rahim, Samad Azhar, Abdul Ghani 
and Faroug Miakhail." 

Such tortures were (and presuma- 
bly are) regularly practised in the 
prisons of Kabul and the Khad deten- 
tion centres as other, former prison- 
ers, who had themselves been tor- 
tured, confirmed. As near as can be 
estimated, more than 4 million. Af- 
ghans have fled the country since the 
Soviet invasion in 1979, of whom 2.3 
million are registered as refugees in 
Pakistan, with’ perhaps andther 
400,000 awaiting registration. 
€ THE facts are brutal. However, as 
this is a UN document, political 
niceties are observed. The Soviét oc- 
cupation force is never directly iden- 
tified (the invasion is referred to as 
“the foreign intervention”) and the 
report does not specify which horrors 
were perpetrated by the Afghans and 
which by the Soviets. [suppose that 
such delicate euphemisms are meant. 
to preserve the UN's objectivity. 
® THE report was sent to the REVIEW 
office by the local branch of the US | 
Information Service, and at. first I 


thought, USIS was having its cake | 
and eating it: that the US, having | 


withdrawn from Unesco (on the | 
grounds that under the leadership of | 
the Senegalese Amadou-Mahtar 
M'Bow, it was extravagant, ineffi- 
cient, pro-Moscow and anti-West), 
was still quite prepared to propagate 
a Unesco report which suited their 
book. I was wrong: despite its ac- 
ronymic similarity, the UN Economie 
and Social Council is completely 
separate from the specialised agency 
Unesco, and reports directlv to the | 
UN General Assembly. 

® ACCOMPANYING this report was 
a rather glossier brochure, this one 
produced by the US Information 
Agency. Although entitled The Arse- | 
nal of Democracy: the United States | 
and Europe during World War П, it | 
tends to concentrate on the former's 
role in the conflict. Thus: “Between 4 
1941 and 1945, American forces had 
carried the war to the enemy from 
North Africa and Italy ... Within.six 
weeks of the invasion of Fran e 


Mohammed. 














| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 

































were 3 тШ 
Europe." And 
other Allies p 
US entry afü 
cember I 
figures. When the 
tioned, itis mostly ae 
munificent Ler 







> The par 
er prior to 




















































vested by the US т 
Marshall Aid. 
I don't so much object 
ous slant as much. as: 
brochure reading. rat 
publican Party раар 
dent Ronald Reagan 
World War II wartime 
stricted to making ле 
Army, it is surely inapprop ilet 
the back of the brochure should 
ture, under a photograph of < 
cemetery, a Reagan quote: 


now for 
brochure also fêl re 
of The New York 
1940, the heat ' 
“Roosevelt Renominatad 
Ballot; Strict Anti-War Pla z 
Adopted; No Army Abroad i5 
US is Attacked,” This illustrates а. 
passage stressing the pre-1941 reluc: 
tance of congress to vote more fo 
fence or to budge from its neutra 
stance. The message seems clear: i 
US was weak and isolated under t 
Democrats. Today, the US un 
Reagan is not the bastion or citade 
but the “Arsenal of Democracy 
though an unfriendly, Democ 
dominated House of Represent 
still begrudges funds to enable him to 
wage war on Nicaragua. 

| è THERE may be sensitivity 
Europe about Germany's milit 
past, but that does not apply to H 
kong. A local Sunday newspap 
which regularly (and. inexplicabls 
features sketches by children © 
erceptible artistic merit, re 
ublished a drawing of a 
тебрер, complete with каана; 
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Emily Lau in Hongkong 
he Hongkong Government is consi- 
dering ways to fill the security 
tium that will be created by Britain's 
itary withdrawal in 1997 when the 
‘ory comes under Chinese sover- 
gnty — and this may mean establish- 


the police during civil disturbances. 
This was disclosed by the outgoing 


Derek Boorman, wholeft Hongkong on 
12 May to take up his new post as Chief 
of Defence Intelligence in Britain. 

The question of the territory's inter- 
security is one of the issues that | 
as fudged during the negotiations on 
the colony’s future. Less than six 
onths after the signing of the Sino- 
British joint declaration on the future 
of Hongkong, a number of sticky prob- 
lems which were deliberately avoided 
by both countries are now beginning to 
surface. 

.. These include whether Peking or 
ongkong has the right to interpret the 
Basic Law — the future constitution of 
e Hongkong Special Administrative 
ion (SAR); whether a Hongkong 
hinese official should be a membêr of 
e Sino-British joint liaison group 
Cx) to be set up to consult on theim- 
ementation of the joint declaration; 
d the role of the Chinese People's 
Liberation Army in the SAR. 

. Because of its historical and political 
background, the PLA conjures up fear 


kong people and casts a long shadow 
over China's pledge to give the SAR “a 
high degree of autonomy" after 1997. 
One outspoken Chinese University 
academic and social critic, T. L. Tsim, 
has declared emphatically: "I will 
leave Hongkong the day the. British 
army pulls out." 
Others may not be so vocal, but there 
no doubt many people have tre- 
mendous reservations about seeing the 
LA in Hongkong. However, they have 
come to accept that the right to station 
troops in the territory is a symbol of 
China's sovereignty. They, acknowl- 
edge that China has theright, but think 
it should not exercise it out of consid- 
ation for Hongkong sensitivities. 
While ап indepedent strike force can- 
ot pretend to actas a buffer against 
the PLA; it is hoped that it would be at 
ast one more excuse for stopping 
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ing an independent strike force to back | 
| the unofficial. 
| the police may be politically less sensi- 
Commander British Forces, Maj.-Gen. | 


of a military state among many Hong- ` 


on. the subject): 









е spattre of the PLA ср British toop: 
in 1997 brings a thorny question into the open 
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| responsibility of the PLA 


Another Exco unofficial who declined 
to benamed said it would be preferable 
to set up a special unit under the police 
force to deal with major civil distur- 
bance. "The message of such a unit or 


anindependent forceto the PLA would 


be obvious: pleaseleave us alone," said 
“However, a unit within 


tive and possibly easier for the Chinese 
to accept, but itis too soon to discuss it 
now. It is one of the very important 
subjects which will be taken up by the 
JLG." 

Unofficial legislative 
Peter Wong isin favourof setting upan 
internal security force to deal with 
major civil disorder which is not the 
and bevond 


the power of the police. He said 
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the voluntary defence. corps =- to dedi 
with riots in 1955 and 1967, "The same 
need may arise after 1997, therefore we 
need a squad of between 2-3,000 





specially trained in riot tactics, 
supplemented by a voluntary defence 
corps," Wong said. 


he stationing of the PLA in Hong- 
kong after 1997 was a subject of 
controversy among top Chinese leaders. 
When the matter was first raised sev- 
eral years ago, the then director of the 
Hongkong and Macau Affairs Office, 
Liao Chengzhi, reportedly told Hong- 
kong visitors that China would not sta- 
tion troops in Hongkong after 1997. In 
June 1984, Liao’s successor Ji Pengfei 
said the PLA would definitely be sent 
to Hongkong. Shortly after that, 
former defence minister Geng Biao 
said Chinese troops would not be 
stationed in Hongkong. 
Geng’s remark was roundly de- 
nounced a few days later by Chinese 
strongman Deng Xiaoping who called 
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Deepened racial divide 
French settlers clash with Kanak demonstrators now 
protesting against Paris’ strategic plans for the territory - 


By Hamish McDonald 


rench settlers in New Caledonia 

have begun to carry out their threat 
to deny the capital Noumea to the 
Kanak” (Melanesian) pro-indepen- 
dence movement with a vicious attack 
on Kanak demonstrators. The clash 
sparked a day of street battles through 
Noumea, quelled by a massive turnout 
of the 6,380-strong force of gendarmes, 
riot police and troops placed by France 
in the Pacific territory, and by rein- 
troduction of the curfew lifted only 
days earlier by French High Commis- 
sioner Edgard Pisani. 

Minor incidents have since occurred 
throughout New Caledonia, however. 
The widened gulf between racial com- 
munities has multiplied doubts that 
both the Kanak: Socialist National 
Liberation Front (FLNKS) and the 
anti-indépendence Rassemblement 
pour la Caledonie dans la Republique 
(RPCR) can be drawn into the self-de- 
termination plan announced in Paris 
last month (REVIEW, 9 May). 

The rioting was sparked by a small 
demonstration on & May by Kanak 
militants in Noumea's central Place 
des Cocotiers (Coconut-tree Square) 
against French proposals to create a 
"strategic base" in Noumea after inde- 


“pendence (REVIEW, 16 May). Young 





white residents and Polynesians im- 
mediately set upon the Kanaks, and a 
wild melee with stones, sticks and up- 
rooted street signs began. 

Riot police using tear gas and stun 
grenades and swoops by a helicopter 
cleared the city streets. The settlers 
followed the Kanaks back to the 
FLNKS headquarters in an industrial 
suburb close to the Société le Nickel 
(SLN) smelting works. More serious 
rioting raged through the afternoon, 
with guns used and a medical team set 
upon. One Kanak youth died: in the 
clash, and a European was blinded 
when a tear-gas canister exploded in 
his face. Eight people received gunshot 
wounds, with 50 others injured by 
sticks and projectiles. 

That night, Pisani’ announced a 
tough 8 pm curfew. But over the fol- 
lowing few days, numerous small inci- 
dents were reported in Noumea sub- 
urbs as scores were settled, and on 10 
May two high-school students were in- 
jured in a clash between pro- and anti- 
independence ‘groups at Noumea's 
Lycée La Perouse. 

Accusations and eounter-àccusa- 
tions have flown since the riot. Pisani 
accused fhe RPCR of directly inciting 
the attack on the Kanak demon- 






^ dt “utter rubbish.” Deng said it was | |E 
' China's sacred right to station troops 
7 in Hongkong after it regained sover- 


Опе way is to raise an entirely new | 
force with expanded riot-control and 
law-enforcement capabilities to en- 





eignty. Thestationing of troops and the 
exercise of sovereignty were insepara- 
ble, he said, adding that 3-5,000 troops 
would be adequate for the territory. 

In line with Deng's thinking, the 
joint declaration states that defence of 
the SAR after 1997 is the responsibility 
of Peking, but the SAR has the duty to 
maintain internal public order. Ac- 
cording to Annex Iof the joint declara- 
tion, military forces sent by the central 
government to be stationed in the SAR 
for the purpose of defence shall not in- 
terfere in SAR internal affairs. Expen- 
diture for the forces shall be borne by 
the central government. Although the 
stationing of PLA troops is an emotive 
and sensitive issue, there was no men- | 
tion in the joint declaration of who the | 
PLA will be accountable to, possible | 
restrictions on their activities or whe- 
ther they will be stationed at the bor- 
der or in urban barracks. 

Boorman said that under the terms 
of the joint declaration, it would be 
“inappropriate and undesirable” for 
Chinese troops to maintain law and 
order in Hongkong when it is clearly a 





strators. On 9 May, a moderate Kanak 
group, the Liberation Kanak 
Socialiste, led by Sorbonne-educated 
traditional chieftain Nidoish Nais- 
seline, pulled its six members out of the 
Territorial Assembly, refusing to sit 
with the RPCR majority. RPCR presi- 
dent Jacques Lafleur was unrepentent 
over the violence, but said Kanak dem- 
onstrators had struck the initial blow 
by attacking French youths and 
smashing shop windows. 

French police said no complaints 
had been received before the riot 
began, however, and Lafleur himself | 
had called on supporters at an RPCR 
congress on 28 April to block FLNKS 
demonstrations in the white-domi- 
nated capital in retaliation for Kanak 
blockades in the countryside. Both 
sides have threatened a boycott of the 
elections proposed by Paris for August, 
in which residents are to elect as- 
semblies in four new regions to replace 
the existing Territorial Assembly. But 
neither has taken a firm decision. 


he RPCR has condemned the new 

system as a piece of gerrymander- 
ing designed to give the Kanaks, who 
number only 62,000 of New 
Caledonia's 146,000 people, a prepon- 
derance in the proposed congress — a 
body that would decide on indepen- 
dence sometime before the end of 1987. 
However, the weighting of the regional 
representation in the congress still 
means the Kanaks would have to work 
hard to persuade at least some of the 
other races on the independence ques- 
tion. French authorities hope this 









inducement to compromise and dia- | 
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Boorman: strike-force disclosure. 





local responsibility. At present, the 
functions of the 12,000-strong British 
garrison are to maintain internal secu- 
rity and to prevent illegal immigration 
from China. Boorman said the govern- 
ment is concerned with bridging the 
security gap when the garrison pulls 
out 











| French troops in Noumea: a strong presence. 








sure that the PLA is never called out on 
to the streets. The unit would be re- 
cruited locally because it would be 
politically impossible for the British 
military to stay in Hongkong after 
1997, said Boorman, who was an offi- 
cial member of Exco, the highest po- 
licy-making body in Hongkong, which 
was consulted by the British Govern- 
ment throughout the Sino-British 
negotiations. Alternatively, the gov- 
ernment can boost police strength and 
capability. This would involve upgrad- 
ing manpower, training and equip- 


| ment of the force to handle a major 


crisis, such as widespread rioting, 


| Boorman said. 


Top Hongkong Government officials 


| are said to be upset about Boorman's 


remarks. They would have preferred to 
have handled the issue quietly, with- 
out ruffling the Chinese unnecessarily, 
One official said that though Hong- 
kong does not have to seek Peking'sap- 
proval to set up such an elite force, 
there is rio point in going through with 
such a plan if there is a chance that 
China will dismantle it after 1997. El 





Conferences of the half- 
dozen groups that make 
up the FLNKS will take 
place through this 
month, and will firm up 
the movement's ap- 
proach to the French 
self-determination plan. 
Meanwhile, the rioting 
has struck a heavy blow 
at the already tottering 
local economy. Tourism 
from Australia and New 
Zealand, which ac- 
counted for about 40% 
of arrivals before last 
November, has been run- 
ning at 10% to 25% of 
regular levels. 
Billetting of gen- 
darmes and riot police 
has partially compen- 
sated some smaller 
hoteliers, but many are 
on the brink of closing 





logue, along with a strong French 
military presence, will persuade 
settlers to participate. 

The FLNKS had given an initial wel- 
come to the French plan. The military 
aspect weighed uneasily with the 
Kanak coalition, however, and has 
been strongly attacked by the sur- 
rounding Melanesian nations of Papua 
New Guinea, Vanuatu and the Sol- 
omon Islands. Still, the FLNKS 
leadership had adopted a cautious ap- 
proach, and had decided on the even- 
ing of 7 May not to authorise protests. 
The next day’s march was thus a 
“wildcat” effort by restive militants. 





down. While a rise in 
output at the SLN nickel plant is 
boosting local revenue and creating a 
few-score new jobs, tourism's normal 
1596 contribution to local economic 
activity is what puts money in the poc- 
kets of Noumea's small businessmen. 

The point that violence in Noumea 
rebounds chiefly on themselves has 
been slow to dawn on many RPCR sup- 
porters. But it would have been em- 
phasised on 8 May when the cruise 
liner Fairstar put to sea only two hours 
after docking without letting its pas- 
sengers ashore, an attempt to revive 
the cruise trade, in abeyance since 
November 1984. 


pL e A em TET e e B»2$àAI GGCGRGGGGGCLGCIGEIG OCC UGGGCLLbZ]LQRGGO?ÁUAÁCOÁCOÓQ СЭЭ ЭЭЭЭ 93556 


47 





MCA: на (cont) 


Once again, the crunch in the Chinese party leadership 
feud is put off by a last-minute agreement 


By Suhaini Aznam in Kuala Lumpur 
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he promised showdown in the 

Malaysian Chinese Association 
(MCA) fizzled out on the very eve of the 
contentious extraordinary general 
meeting (EGM) — which was to have 
determined once and for all which of 
the two warring factions would lead 
the strife-torn party, The EGM, held 
on 12 April at the hilltop Thean Hou 
temple, was petitioned for by 1,610 
delegates supporting dissident former 
vice-president Tan Koon Swan. 

The assembly was to have ousted in- 
cumbent acting president Datuk Neo 
Yee Pan by way of a vote of no confi- 
dence, a move the Tan faction hoped 
would bring to an end a 14-month long 
internecine power struggle. But, be- 
fore the Supreme Court legitimised the 
EGM by dismissing Neo's appeal for an 
injunction to bar the meeting, Lord 
President Tan Sri Mohamed Salleh 
Abas asked the two factions to come to 
some agreement over the party mem- 
bership list — the root of the conflict. 

As each faction conferred separately 
on the night of 9 May — Tan's group 





TAIWAN 


past 1 a.m. and Neo’s reportedly 
through until dawn — a compromise 
was reached whereby all the original 
EGM resolutions were withdrawn, in- 
cluding the crucial motion of no confi- 
dence in Neo. All that remained was an 
amended version of the resolution call- 
ing for the setting up of a joint ad hoc 
committee to draw up an accurate 
membership register and conduct free 
party elections. This was passed by 
1,521 of the 1,523 delegates at the 
EGM: опе opposed, the other 
abstained. 

Meanwhile, Neo held a simultaneous 
rally at the MCA headquarters before a 
crowd of 2,500 of his supporters and 
delegates. But the general bravado 
there was somewhat dampened by 
what sounded  suspiciously like 
backpedaling by Neo. In his unity 
speech, Neo remarked that “nothing is 
perfect in this world" and “there are no 
permanent enemies in politics." 

Whether or not this latest man- 
oeuvre represents a breakthrough de- 
pends on the committee entrusted with 


A little misunderstanding 


Gang leader Chen Chi-li tells an appeals court that Taipei's 
intelligence chief did not order him to kill writer Henry Liu 


By Carl Goldstein in Taipei 


aie a key part of his pre- 
vious testimony, convicted Bamboo 
Union gang leader Chen Chi-li told a 
Taipei appeals court on 10 May that 
former military intelligence chief 
Wong Hsi-ling did not order him to kill 
American writer and Kuomintang cri- 
tic Henry Liu, who was shot to death 
on 15 October 1984 in Daly City, 
California. Chen is appealing against 
his conviction. 

Chen’s retraction was only one of the 
elements in the appeals court hearing 
which seemed to cloud the already- 
confused facts of the case. The ques- 
tion of why Liu was killed became even 
less clear than during the recent mur- 
der trial when Wong told High Court 
Judge Huang Ching-rui that Liu had 
not to his knowledge betrayed any of 
Taiwan's intelligence agents in main- 
land China, a claim which previously 
had been cited as one of the reasons 
Wong and Chen wanted to “teach a les- 
son" to Liu. 
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The Taipei district court convicted 
Chen and his gang lieutenant Wu Tun 
on 9 April of murdering Liu, who had 
written a critical biography of Taiwan 
President Chiang Ching-kuo. The two 
men were sentenced to life imprison- 
ment. Wong, the former director of the 
Ministry of National Defence Intelli- 
gence Bureau, was convicted of mur- 
der by a military court on 19 April. 
He was also given a life sentence. Two 
of his aides, Hu Yi-min and Chen Hu- 
men, were convicted in the same trial 
and sentenced to two years and six 
months as accomplices. 

The involvement of Taipei's intelli- 
gence personnel in the case, first re- 
vealed in January, led to serious 
strains in unofficial, yet crucial, rela- 
tions with the United States, the is- 
land’s chief arms supplier and trade 
partner. 

Chen Chi-li’s abrupt turnabout from 
his previous testimony, which he said 
resulted from “a misunderstanding,” 




















the task of reaching a peaceful and 
permanent settlement through elec- 
tions. Its architects hope to make the 
formula work by sheer force of law — 
with the threat of contempt of court 
hanging over anyone who breaches its 
terms, which were endorsed by the 
Supreme Court. 
Significantly, the committee is 
headed by ruling National Front sec- 
retary-general and behind-the-scenes 
peacemaker Ghafar Baba, an official of 
the United Malays National Organisa- 
tion (Umno) — the largest party in the 


appeared to be designed to strengthen 
his claim that he and Wu Tun intended 
only to beat Liu, not kill him. Whatever 
Chen’s motives for changing his story 
— perhaps to earn a lighter sentence — 
his statements took the court by sur- 
prise and Wong, who was present as a 
witness, appeared pleased to hear this 
new version of events. 

Chen's altered testimony will not 
necessarily have any impact on the ap- 
peals court’s verdicts or sentences: 
neither the civilian nor military lower 
courts ruled definitively on the ques- 
tion of a possible order to kill. 


he High Court’s conduct of the first 
day’s hearings seemed intended to 
address some of the criticisms Which 
had earlier been levelled against the 
lower-court proceedings by domestic 
legal circles and some foreign obser- 
vers. This time around, the ‘three 
former intelligence officials were sum- 
moned as witnesses. Also, three law- 
yers representing Henry Liu’s widow, 
Helen — Jerome Cohen, a prominent 
American expert on Chinese law, Hsieh 
Chang-ting, a leading political opposi- 
tion figure in Taipei, and Li Sheng- 
hsiung — were allowed to participate. 
The legal basis for their presence 
was Liu's civil-compensation suit 
against Chen and Wu, in which she is 
asking for NT$2 million (US$50,000) 
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delegates: no permanent enemies in politics. 


front coalition. This was a tacit admis- 
sion that the MCA is no longer able to 
resolve its own internal turmoil. Risk- 
ing further damage to whatever dig- 
nity remains to the mud-slinging MCA 
leaders, both sides admitted that no 
impartial, mutually acceptable figure 
within the MCA or Chinese community 
existed who also “had the teeth” to re- 
solve the conflict. 

Although it was Tan's faction which 
called the EGM, Tan came in for some 
criticism for changing the meeting's 
goals. As news of the settlement spread, 


in damages to cover funeral expenses. 
However, Cohen said the purpose of 
the suit was primarily to gain a voice in 
the court proceedings in order to ask 
questions they hoped might uncover 
information about the motives of those 
involved in the plot against Henry Liu 
and the possible involvement of other 
high, officials. 

One such question for Wong was 
whether any other government or 
party officials had been present on 28 
July 1984 at the first meeting between 
Chen and Wong. Interjecting that “we 
have no taboos here,” Huang — who 
according to law had to put Liu’s law- 
yers’; questions to Wong and Chen — 
asked the former intelligence chief if 
Chiang Hsiao-wu, son of President 
Chiang, had been present or involved 
in the case in any way. Wong denied it, 
though his memory failed him when 
asked who else was present. 

This was the first time the younger 
Chiang's name had been mentioned in 
court, though charges had been made 
by Bamboo Union gang members in the 
US as well as opposition magazines in 
Taipei that he played a key role in the 
case. 

There will be at least one more day of 
hearings — to be announced soon — 
before the appeals court issues a ruling 
on Chen. Wong and his subordinates 
have also appealed their convictions. 
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the EGM would pass 
a vote of no confi- 
dence on Tan instead 
— for not standing 
firm by the original 
plan to remove Neo 
Afterwards, Tan and 
his allies spent hours 
with bristling sup- 
porters апа  del- 
egates, explaining 
how the settlement 
was “not a com- 
promise,” that the re- 
solution was “en- 
tirely on our terms” 
and urging them to 
seek “a solution to 
the crisis, not just a 
relief to our frustra- 
tion.” 

Despite that, 150 
delegates, all known Tan supporters, 
boycotted the EGM. One Malacca del- 
egate had muttered earlier: “You com- 
promise once, 
promise twice, never.” Tan's suppor- 
ters had been scalded before. A party 
truce reached on 30 January, and wit- 
nessed by no less a person than Prime 
Minister Datuk Seri Mahathir Moha- 
mad, fell apart within weeks of its 
signing. Skeptics found it hard to be- 
lieve that a Supreme Court consent 
order would not be similarly abused. 


can forgive; but com- | 





Some delegates also resented per- 
ceived external interference in the 
form of Ghafar’s chairmanship of the 
committee. “Next time Umno is in 
trouble, Tan can chair their peacemak- 
ing body,” grumbled a Tan aide. But 
tactically, Tan has gained consider- 
ably from the latest manoeuvres. Free 
elections now mean that Tan and his 
allies can challenge the party line-up, 
negating provisions in the 30 January 
pact under which а pre-arranged 
leadership line-up allowed Neo to re- 
main in power until the next party 
election in three years' time 

The MCA in-fighting has more than 
tested the patience of its partners in 
the ruling coalition. Prolonging the 
crisis will inevitably cost the govern- 
ment precious votes in the next elec- 
tion, especially given swelling opposi- 
tion sentiments in recent elections in 
Sabah state 

Both MCA factions have lost a great 
deal of public sympathy over the past 
year. A Tan ally's sentiment that “no 
party is better than a corrupt party" is 
obviously not shared within the Na- 
tional Front. Tan stopped short of con- 
firming reports that insiders close to 
Mahathir had passed on an ultimatum 
to the warring chiefs, but he came very 
close to it in his speech when he men- 
tioned “the possibility that while the 
party is still in turmoil, the MCA may 
really be asked to leave the National 
Front until the crisis is resolved п 
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Ву Paisal Sricharatchanya in Bangkok 


hailand's deep south has tradition- 

ally been known as a land of law- 
lessness — plagued by serious security 
problems ranging from rampant ban- 
ditry and Thai communist insurgency 
to Muslim separatism and the pro- 
tracted guerilla warfare of the Com- 
munist Party of Malaya (CPM). 

Since other problems were regarded 
as more pressing, the CPM (which is 
aimed at neighbouring Malaysia and 
thus is no political threat to Bangkok) 
has, for a long time, been low on the 
priority list of Thai security 
Strategists. Their typical attitude in 
the past was to suppress the mostly 
ethnic Chinese guerillas only as and 
when necessary. 

But as the domestic communist in- 
surgency and the various Muslim 
separatist groups have literally fallen 
apart in recent years in the wake of 
massive surrenders spurred by the 
government's liberal amnesty pro- 
gramme, the southern-based 4th Army 
Region is now shifting its attention to 
the CPM. 

The official objective is to try to 
break up this outlawed force once and 


A SOFTER 
APPROACH 


general mood of uncertainty is des- 
cending on southern Thailand once 
‘again — less than two years after the 
maverick former 4th Army command- 
er Gen. Harn Linanond exited from the 
scene. And ironically, the sense of in- 
security stems directly from past suc- 
cesses in combating insurgency and 
banditry in the region. 

With a combination of military pres- 
sure and political action, Harn man- 
aged to turn the tide of communist and 
Muslim-separatist guerilla activity. 
During his two-year term, some 1,700 
communists and more than 400 Mus- 
lims surrendered under the govern- 
ment's amnesty programme. 

There is no dispute that Harn won 
the hearts and minds of the southern- 
ers through his highly popular Tai 
Rom Yen (Peaceful South) campaign — 
and his name remains in fond memory 
across the 14 southern provinces. 

His courage in speaking out (such as 
when he openly criticised army com- 
mander Gen. Arthit Kamlang-ek over 
the controversial attempt to ammend 
the constitution in early 1983) and his 
flair for taking decisive action — basic 
things admired by the southerners — 
made him a legend. 
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The military aims 
to destroy the 
CPM in the south 


for all — by urging its members to lay 
down arms and start a normal life, in 
Thai territory. "The Thai communists 
and Muslim separatists are outdated 
problems," commented a senior 4th 
Army strategist 

From what was once the strongest 
and most entrenched force in the coun- 
try and numbering in the thousands 


Most analysts agree that his successor 
as 4th Army commander, Lieut-Gen. 
Wanchai Chitchamnong, does not have 
the same flair. And in contrast to Harn’s 
down-to-earth approach, Wanchai's 
public-relations image is also poor. 
While Harn is politically motivated, 
Wanchai claims to be a professional 
soldier without political ambition. 

Some of Harn's former subordinates 
are now openly critical about the gen- 
eral's politicised style. Commented one 
strategist: “Harn, rather than the 4th 
Army, was always projected to the 
public. On numerous occasions, he was 
acting more like a politician than a 
regional army commander. So merit 
went to him personally, rather than the 
regional army as a whole. That should 
not have been the case.” 
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the Communist Party of Thailand 
southern chapter’s combined armed 
strength is now estimated at only 550- 
650, scattered in small units around 
Surat Thani and Phatthalung pro- 
vinces. 

Meanwhile, the Patani United Lib- 
eration Organisation (Pulo) and Bari- 
san Revolusi Nasional — the two Mus- 
lim separatist groups still in existence 
— are estimated to field some 350-400 
men. 

But most of them are described by 
military authorities as mere bandits 
lacking any serious political ideology 
— or support from 
the local Mus- 
lim populace — 
though they claim 
to be fighting for 
the age-old cause 
of setting up an 
autonomous Mus- 
lim state in the 
four southern- 
most provinces (of 
Pattani, Yala, 
Narathiwat, and 
Satun). 


The two com- 
manders certain- 
ly have different 
approaches to the 
region's security 
problems. Under 
the Tai Rom Yen 
campaign, the 
law-enforcement 
machinery was 
centralised: on 
Harn, who exe- 
cuted the power 
of ordering, 
supervising, “and 
coordinating. the 
police and provincial authorities — 
with a vengeance. But Wanchai has de- 
legated law-enforcement to civilian 
government agencies. The Tai Rom Yen 
campaign was abruptly terminated 
after he took command in 1983. 

Strategists now explain that the 
concentration of power around the 4th 
Army during Harn's time was needed 
to cope with a “war situation" — a re- 
ference to the then still-strong com- 
munist insurgency. That is no longer 
considered necessary niow that the 
status has been scaled down to a “ter- 
rorism" level. However, Wanchai 
tacitly conceded that a new security 
scenario, involving a large number of 
surrendered insurgents, is contribut- 
ing to a spate of lawlessness. 

Unlike their counterparts elsewhere 
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EE lowever, the CPM though : 
shrinking over the years 
alive and active today despite con- 
tinuous military action by both Ma- 
laysia and Thailand over the past dec- 
ade. 

Under the Thai-Malaysian border 
agreement, these were originally com- 
bined operations involving Malaysian 
troops fighting alongside Thais on 
Thai soil. But Malaysian troops were 
withdrawn after a mass demonstration 
by the residents of Betong in 1980 
which claimed their presence was a 
violation of Thai sovereignty. 
| Operations were then reduced to 
“coordinated” operations, with Thai 
troops hitting suspected CPM targets 
on their side of the border while Ma- 
laysian forces block the guerillas’ line 
of retreat on their side. 












Ese Thai military estimates put the 
combined CPM armed strength at 
about 1,500 men. These are broken up 
into two rival factions, each of roughly 
the same size — the CPM proper (under 
the leadership of the legendary Chin 
Peng), active east of the Yala-Betong 
highway, and the more militant Marx- 
ist-Leninist (M-L) faction, with a^ 
sphere of. influence west of the high- 
way and covering the Sadao district of 
nearby Songkhla province. 

Despite. Thai seizure of several 
camps in recent years — including two 
major strongholds in February and 


in the country, who have been peace- 
fully re-settled and have taken up 
legitimate occupations, the southern 
communist “returnees” — many of 
whom are said to have had various in- 
terests such as illegal mining and log- 
ging — now indulge in a variety of il- 
legal activities for financial gain. 

And those who still remain in the 
hills are said to be trying to make a mil- 
lion or so baht before surrendering. 

As Wanchai put it: “The problem has 
shifted from political to economic. Be- 
fore their surrender, the insurgents 
managed to maintain some sort of 
order among vested-interest groups 
which operated in their jungle zones. 
But; now, the more remote but re- 
source-rich:.areas are seemingly open 
for a free scramble. That inevitably has 
led to a rise in crime." Known cases of 
police-communist collaboration sug- 
gest, that corrupt provincial officials 
are partly responsible. 


hether the situation will deterior- 

ate further remains to be seen, but 

itis clear the security issue has become 
highly politicised. Southern Thailand 
is traditionally regarded as a strong- 
hold of the Democrat Party, for which 
Harn has been an adviser since he re- 
signed from army service in early 1984. 
Harn's political ambition is no se- 
cret. Once a close confidant of Prime 
Minister Prem Tinsulanond when the 











having moved 
the forested Thai border area. 

In contrast to the nearly 3,000 Thai 
insurgent and 600 Muslim separatist 
"returnees," only 97 CPM members 
have surrendered over the past three 
years. The underground movement 
still wields considerable influence over 
a broad section of the sparsely popu- 
lated but resource-rich Thai border 
territory, particularly the Betong sa- 
lient, and the Thais have decided it is 
time to stamp it out, 

“A sovereign state like Thailand 
cannot allow the presence of a foreign 
{and illegal] armed force,” declared 
4th Army commander 
Wanchai 
considerations also feature strongly 
behind the latest Thai strategy. 

According to various estimates, the 
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Lieut-Gen. | 
Chitchamnong. Economic | 








less than Baht 100 million (US$3.7 mil- | 


from a variety of sources — including < 
rubber plantations, road construction, 4 
illegal logging and mining plus general il 
businesses | 


Part of the income is also derived | 
from drugs traffickers and operators of | 
illegal heroin refineries. According to. Ti 
one diplomatic source, Haadyai a | 
bustling town just north of the border | 
— is Thailand’s second-largest пагсо- 
tics route, accounting for about 5-10% 
of the illicit drugs trade originating 
from Bangkok. | 

escribing the CPM аз а triad socie- 

ty, Wanchai said its illegal prac- 
tices not only deprive the government 
of proper revenue but also destroy the 
local natural resources. 

However, it is understood that the i 

protection money 
and taxes are m 
paid willingly. 
The majority of 
the “taxpayers” | 
are — like most | 
members of the 
CPM ethnic | 
Chinese. And, X 
aside from the | 


racial sympathy, 4 
there isa genuine | 
concern that if 
the CPM is rooted 


mee с шж 
became а con- 
venient target," 
Claiming that 
highway robber- 
; ies (by bandits) | 
ME | and arson (by | 
Muslim separat- 
ists) occurred reg- 
ularly even dur- 
ing Harn's time, 
the officers point 
to official statis- 
tics that indicate 








two served a lengthy stint in the north- 
east-based 2nd Army Region, he is on 
record as saying he intends to work his 
way to the premiership. Seen as a po- 
tential future leader of the Democrats, 


he intends to run as a candidate in the | 
| There has been an upsurge in killings, | 


scheduled 1987 general election. 
Given the Harn-Democrat relation- 
ship, civilian-affairs strategists of the 
4th Army now accuse some of the 
party's southern MPs of engaging in a 
deliberate smear campaign to discredit 
the current military leadership — and 
to keep Harn in the limelight. 
Commented one senior officer: “One 
of the Democrats’ main platforms is 
opposing [military] dictatorship. Since 
the party is now part of the ruling coal- 
ition, it could not outrightly criticise the 
[national] army. So the [regional] army 








| ing. Some of the criminal cases were | 


à a steady reduc- 
BANGKOK POST r У М 
tion of serious 
— A б 
crimes. 


However, the statistics are disputed | 
by Thawil Praisont, Democrat MP for | 
Nakhon Si Thammarat, who com- 
mented: “Although it is not as bad as | 
before, the situation has definitely de- | 
teriorated [after Harn's departure]. | 


demands for protection money, an | 
underground lottery and illegal min- | 


not reported to the police [and hence 
not recorded]. 

Another southern Democrat MP 
said: “We are not blaming the 4th 
Army. Corrupt officials are the real 
culprits. When Harn was around, he 
saw to it that corrupt elements or dark 
influences were eliminated, or at least 
forced to lie low." 

— PAISAL SRICHARATCHANYA 


e 


a: | FAR EASTERN ECONOMIC REVIEW e 23 MAY 1985 


51 





_tionals would be given a temporary 
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For despite the decline of the 
separatist movements, the Muslims 
under arms can still be an effective 
fighting force. In what many officials 
regard as a Muslim show of force, four 
ethnic Chinese were shot dead and 20 
others were wounded on 25 February 
when a group believed to be Pulo mem- 
bers, attacked a bus on a plantation 
road 3 km from Betong. Although CPM 
guerillas and armed Muslims have 
clashed before, it was the first serious 
incident in more than a year. 

Significantly, the attack came one 
day after a big exhibition in the town 
at which a large assortment of 
weapons and supplies seized from a 
major CPM camp were put on display. 
The camp, believed to be the main 
headquarters of the M-L faction's 
Zone 2 and almost on the Malaysian 
border, was captured on 15 February 
as part of the continuing coordinated 
operations. 

Thai strategists see mass CPM sur- 
render as a viable solution to a pro- 
tracted guerilla movement that has no 
hope of achieving its political goal. 


he weapons in this new battle are 

air-dropped leaflets and visits by 
army psychological-warfare units to 
villages known to be under CPM influ- 
ence to spread the call to surrender. 
But alongside the political approach, 
Wanchai maintained, military pres- 
sures will continue. 

In the event of a surrender, the 
guerillas would be resettled near cap- 
tured camps — but under Thai military 
supervision — because most camps are 
economically self-contained, even to 
providing occupations such as rubber 
tapping, mining and logging. 

Initially, those who are not Thai na- 


alien residence status and, according 
to Wanchai, the next step would be to 
seek legislative endorsement to give 
them Thai citizenship — as has been 
done with some Kuomintang remnants 
in northern Thailand. 

But this strategy touches on one 
highly sensitive issue in Thai-Malay- 
Sian relations. At face value, the Thai 
proposal to resettle guerillas who are 
Malaysian nationals would be in viola- 
tion of both countries’ border accord. 
Terming the CPM a “common enemy,” 
the long-standing agreement calls for 
the extradition of any Malaysian CPM 
members who either surrender or are 
captured in Thailand. 

Wanchai told the REVIEW that agree- 
ment has been reached over this as- 
pect. “How can we convince them to 
come down from the hills if we were to 
send them back to Malaysia? By re- 
settling them here we would effec- 
tively help Malaysia to solve one prob- 
lem,” he said. The official position in 
Kuala Lumpur is not clear but, as one 
neutral analyst commented, some Ma- 
laysian leaders may not be entirely at 
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communists running loose in the Thai 
border area. 


Meanwhile, military sources told the 


REVIEW that 4th Army representatives 
met Kieu Chen, believed to be the No. 2 
man in the M-L faction’s hierarchy 
after Ah Lin, as long ago as late 1983 in 
an attempt to negotiate a surrender. 
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ire conflicting stories of why _ 
the talks broke down, but according to. 
Wanchai, three of the faction's seven-: 
man leadership agreed to lay down 
arms, but the other four refused on 
grounds that any surrender would be 
tantamount to burying communist 
ideology. There have been no follow- 
up talks since then. 





Persondlities and policy 


Kuala Lumpur welcomes Thai efforts to quash 
the CPM, but is concerned about military politics 


By James Clad in Penang 
A ose welcoming greater Thai 
aggressiveness against border 
communists since Gen. Wanchai 
Chitchamnong became Thai 4th Army 
commander more than 18 months ago, 
Malaysia's leadership has few illusions 
about the ups and downs of Thai mili- 
tary politics. 

Wanchai's “encouraging but still in- 
frequent” operations against 1,500 
(Bangkok's estimate) or 2,000 (Kuala 
Lumpur's numbers) armed com- 
munists in southern Thailand could 
stop “any time Bangkok loses interest 
or Wanchai's star fades," one senior 
Malaysian officer told the Review. “In 
a country where personalities domi- 
nate policy," the same source added, 
"we have to expect twists and turns." 

The delegations attending the latest 
Regional Border Committee (RBC) 


HARD TIMES 
FOR THE CTs 


aries within Malaysia necessarily re- 
mains closely guarded, and the gov- 
ernment rarely permits the local 
press to publish reports of encounters 
with what Malaysians officially call 
the “Communist Terrorists” (CTs). 
Despite this liability, it does seem 
clear that the CTs have been going 
through a very low period. After 
urban bombings and a more active 
underground in the 1970s, the Com- 
munist Party of Malaya (CPM) and 
various rival factions splitting off 
from the mother party in the early 
1970s have found the going tougher 
as security forces kep Ad pressure. 
Malaysia has also changed — to the 
communists’ disadvantage. The pool 
of embittered ^ (mainly ethnic 
Chinese) youth from which the re- 
bellion once replaced its casualties is 
drying up. Road communications and 
better Thai-Malaysian cooperation 
are also keeping these would-be re- 
volutionaries on the hop. 


M uch data about the presence of 
armed communist revolution- | 


meeting — the 46th — understandably 
kept these sentiments well out of pub- 
lic view. Meeting оп. 25 April in this 
northern Malaysian seaside city, the 
RBC convened in an atmosphere mark- 
edly different from the days of 
Wanchai's predecessor, Gen. Harn 
Linanond (whom the Malaysians re- 
garded as obstructive). 

At the conclusion of their. meeting, 
joint chairmen Wanchai and Peninsu- 
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Articles seized from CPM camp: tough 
paihere are, however, still ned re- 
‚within Peninsular Malaysia. The 
CPM retains control over several/‘\as- 
Pies units" SUA a — 
е country and reaching down into 
_ parts of Perak and the rugged moun- 
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laysia. Two mobile radio stations put 
out feeble signals — the Voice of 
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Much will depend on the success of 
military pressures in forcing the CPM 
back to the conference table. Wanchai 
is hopeful that the latest 7-8 April sei- 
zure of another large camp, believed to 
be a main headquarters of the Chin 
Peng faction in Betong district, will in- 
directly assist in speeding up the sur- 
render process. 
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lar Malaysia army commander Lieut- 
Gen. Datuk Wan Ismail described their 
stepped-up cooperation in glowing 
terms. They cited improved joint 
liaison, accelerated programmes to 
finish fencing parts of the border in the 
Perak and Kedah sectors and a re- 
newed commitment to border-area so- 
cial and economic development. 

Security forces uncovered 23 camps 
(21 on the Thai side of the border) dur- 
ing the year ended in February, they 
said. During this time their forces 
“eliminated” seven communists (six 
killed and one captured). The two 
countries are also planning a joint air 
exercise, the army chiefs announced. 
Code-named Thamal IV, it follows a 
rare coordinated army operation last 
year, the first in four years. 

All in all, the generals congratu- 
lated themselves on “relentless efforts 
utidertaken by security forces of both 
countries in their untiring efforts to 
make the border areas safe from the 
communist threat.” 

Privately, however, some Malaysian 
brass replayed old themes, some 
suggesting that the Thais are still put- 
ting more effort into fighting older 


traps designed to maim, not kill, pose 
the biggest danger: more than 20 Ma- 
laysian servicemen were hurt during 
border demarcation surveys during 
1984. Similar numbers of Thai sol- 
diers and survey-party members ap- 
parently suffered these traps. 

The last show of CPM force near 
the border occurred in June last year: 
a small party apparently entered a 
road-maintenance camp on the East- 
West Highway which cuts from coast 
to €oast just south of the border; they 
discharged their weapons without 
hurting anyone. 

What sustains these dwindling 
bands? “Only the prospect of upheav- 
al,” one army veteran said. “They feel 
that, if they can just stay intact and 
survive, the ever-present prospect of 
political uncertainty within multi-ra- 
cial Malaysia could someday, some- 
how; give them an opportunity." 

Hence the implicit need, the secu- 
rity agencies say, for no-nonsense in- 
ternal-security laws and for economic 
growth and stability. Hence also the de- 
mand that China stop supporting the 
CPM, even (or especially) moral sup- 
port, and the need for resolute Thai 
action against communist sanctuaries 
in southern Thailand. — JAMES CLAD 
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Communist Party o aya 
П). These mainly Malay officers 
aid Thai operations against Muslim 
_ separatists have been stepped up since 

Wanchai became 4th Army chief. 

m _ Some Malaysians believe the Thais 
use the CPM and smaller, rival Marxist 
— factions to counter insurgent Muslims, 
even suggesting that “lax security” in- 
ide the Thai command (leading to 

apture of deserted camps) results 
_ from a willingness to “live and let live" 
- with the communists as long as Muslim 

— rebels remain a threat. 
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. f ompared to other parts of the coun- 
“try, southern Thailand has tradi- 
- tionally been a neglected region in 
terms of economic development. Its 
rich natural resources (notably tin and 
rubber) seemingly created a false im- 
pression among past policymakers in 
- Bangkok that the region could econo- 
-mically stand on its own feet, and no 
extra development effort was required. 
But times are changing. The region 
- finally appears to have drawn the at- 
| tention of Bangkok planners — thanks 
largely to the fact that Prime Minister 

Prem Tinsulanond is a southerner, who 
- grew up and received his high-school 
education in Songkhla. 

_ Although there is no established pat- 
lern, examples of individual prime 
nisters bringing progress to their 
native provinces or regions are not 
| nêw. Former prime minister Thanom 
_ Kittikachorn consciously tried to turn 
— his native province of Tak, in northern 
_ Thailand, into a development model. 
- And when military strongman Sarit 
-Thanarat, a northeasterner, was in 
— power (1958-63), he literally put 
— northeastern Thailand on the map of 
— economic modernisation. 

— othe current accelerated economic 

- development in selected provinces of 
_ southern Thailand hardly came as a 
— surprise. "Most of the projects now 
under way have been on the drawing 
| board for a long time. With Prem, they 
are becoming a definite certainty. 
Without him [as prime ministér], we 
could not be sure when they would 
- materialise," commented a senior pro- 
vincial official. © 
— Among other things, Prem laid the 
— foundation stone in late March for a 
Baht 660 million (US$24 million) 
_ deep-sea port іп Songkhla, scheduled 
— for completion in 1988. Preparatory 
. work has also begun on a Baht 164 

million, 2.8-km bridge at Koh Yor 
island linking Songkhla with neigh- 
bouring Nakhon Si Thammarat pro- 
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hot-pursuit po 
able to them, either against com- 
munists or against smugglers of drugs, 
weapons, tin ore and other items. “No 
doubt Wanchai has put more pressure 
on the communists,” one officer told 
the REVIEW. “But there's still a long 
way to go." $ 

Field-level Malaysian officers also 
contrasted the meagre numbers of 
“eliminated” communists to the 
number of camps detected. As an indi- 
cation of how rarely operations had oc- 
curred earlier, one camp uncovered by 


On the map at last 


. The south’s economy is finally getting a boost from the government 
. of Prime Minister Prem Tinsulanond, who was born in the area 





vince on the main southern highway. 
The seaport is designed to promote 
major exports from the region, such as 
rubber, while the bridge, due to be 
completed in late 1986, will vastly im- 
prove land transport, at present hand- 
icapped by an inefficient ferry service. 
Songkhla municipality is also one of 
four cities in the country's three 
poorest regions recently targeted for 
accelerated economic development 
under a Baht 1.4 billion programme 
partly funded by the World Bank. 


eanwhile, a high-level meeting of 
the public-private sectors coope- 
ration committee — held in Haadyai 
(which is part of Songkhla) in mid- 
April — received extensive press cov- 
erage and seemingly focused nation- 
wide attention on the region. Although 
there was little concrete outcome from 
the conference, key government lead- 
ers, including Prem, voiced strong as- 
surances that the region would be put 
on the road to prosperity. 
Rubber and tin have traditionally 
been the backbones of the 14 southern 
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. In assessing Wanchai's tactics, Ma- 
laysian officers had little quarrel with 
his stated objective of encouraging set- 
tlement of surrendered communists 
within Thailand, “What we want is no 
more infiltration into Malaysia from 
their sanctuaries,” a senior military 
man said. 

“Anyway,” he continued, “the CPM 
increasingly comprises Thai nation- 
als." More than half the CPM's fighters 
could now be Thais — comprising more 
than 300 Thai Chinese and about 450 
Thai Malays, sources said. п 








provinces’ economy. But since the In- 
ternational Tin Council imposed pro- 
duction controls in mid-1982, the tin- 
dominated mining sector has plunged 
into a depressed state, with its share of 
the region’s gross domestic product 
plunging from 6.2% in 1980 to 3.3% in 
1983, with little prospect of an early 
recovery. 

But there is great hope for rubber 
and processed-rubber products. Ac- 
counting for 40% of the region's GDP, 
agriculture has been and will continue 
to be the most important sector to the 
economy: about 60% of total agricul- 
tural land is planted with rubber. 

Despite depressed prices last year, 
rubber production rose 5.2% to about 
600,000 tonnes, primarily due to addi- 
tional stocks of high-yielding rubber 
starting production. Under a long- 
standing rubber-replanting program- 
me partly funded by the World Bank, 
some 3.5 million rai (about 1.4 millión 
acres) of rubber plantations, or 36% of 
the total, have been replanted with 
high-yielding stocks. About 1.5 million 
rai are already producing. 

The cabinet decided in mid-April to 
launch the replanting programme's 
third phase in a massive Baht 7.1 bil- 
lion project (about Baht 2.3 billion of 
which will be funded by the World 
Bank) that will cover an additional 
1.25 million rai during 1986-89. | 

Also, said Samphan Limtrakul, di- 
rector of the central bank's Haadyai 
branch, the government will focus on 
raising rubber value-added by promot- 
ing various types of downstream таф 
facturing. Export is the long-term goal. 

The coastal provinces are a major 
base for fisheries, so there are good 
prospects for other agro-industnies 
such as canned seafood, giving’ a 
further boost to the currently tiny 
manufacturing sector, The service in- 
dustry is also expected to fare better in 
the years to come, given the promising 
growth of tourism in the south. 

However, most of the major projects 
currently under way are long term, and 
since there are other basic constraints, 
such as the security problem, southern 
Thailand's overall economic growth in 
the short-term is likely to remain 
around 4%, the same as over the past 
two years. — PAISAL SRICHARATCHANYA 
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provinces of Koh Kong, Kampot and 
Pursat — the latter a springboard for 
hit-and-run attacks which have occur- 








Bangkok’s forces attack Vietnamese troops who appear to be 
establishing permanent positions on Thai territory 


By John McBeth in Trat 


A the border from this vulner- 
able pencil-thin salient, which 
marks Thailand’s southeast corner, 
was the last reputed location of Khmer 
Rouge leader Pol Pot. But not any 
more: Vietnamese troops have effec- 
tively secured the west bank of the 
Matoek river, the narrow waterway 
which runs parallel with the frontier 
before spilling into the Gulf of Thai- 
land, and unless the rains force them to 
loosen their hold, Pol Pot seems des- 
tined to spend most of his time much 
deeper inside Cambodia. 

A few miles north of Saphan Hin, the 
small settlement near where Pol Pot 
Stayed for varying periods, the Viet- 
namese have been engaged in probably 
their last major operation against the 
resistance forces of the tripartite 
Democratic Kampuchea government 
before the onset of the wet season — a 
cross-border incursion designed to ex- 
tend their area of control and close off 
infiltration and supply corridors into 
the Cardamom mountains of western 
Cambodia. 

Thai marines, backed by artillery 
and air strikes, have been seeking to 
dislodge 800-strong elements of the 
Vietnamese 339th Division from posi- 
tions up to 1,500 m inside Thailand, on 
the lush lower slopes of the Banthad 
mountain range where 80 years 
ago they battled Khmer Rouge in- 
truders. 

Farmers from six evacuated Thai 
villages say the Vietnamese set up 
loudspeakers on the border ridge in 
early April, warning them to clear the 
area. Later, they recall, small Viet- 
namese patrols appeared around their 
hamlets, in some cases located more 
than a mile from the frontier, asking 
questions about the location of Thai 
positions. Then the shelling began, 
first on 22 April when about 200 Thai 
families were forced to abandon their 
homes for a week, and later on 2 May 
when the marines were ordered in to 
flush out the Vietnamese. 

The 40-mile Trat salient is perhaps 
Thailand’s most vulnerable sliver of 
property, beginning at the broader 
northern end with expanses of or- 
chards and farmland, and narrowing 
to only half a mile at some points. A 
sealed road, passing between steep 
jungled slopes on one side and palm- 
shaded sandy beaches on the other, 
ends at a road block guarded by steel- 
helmeted Thai troops and bearing a 
sign with the warning: Photographs 
Prohibited. 

The only substantial settlement 
along the way is the bustling fishing 
port of Klong Yai. Despite the border 
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| scene of late 
and Viet. incursion 
4 VEU ay he would have to be either 


Pol Pot's last 
à reputed locati 


hostilities, a number of 
trawler captains still fish 
in Cambodian waters 
under privately negotiated 
agreements, and Thai offi- 
cials acknowledge a 
flourishing smuggling 
trade between Klong Yai 
and ports along the Cam- 
bodian coast. 


he initial target of the 
Vietnamese operation 
was the Khmer Rouge's 
2nd Division, a 1,000-man 
unit thought to have been 
under Pol Pot's personal command. 
But the guerillas have long since scat- 
tered, as did other Khmer Rouge fight- 
ers further south, when troops of the 
Vietnamese 4th Division finally sec- 
ured the Metoek valley. Neither 
marine commander Vice-Adm. Prasert 
Noikhamsi nor Trat provincial Gover- 
nor Thongdam Banchuen had any in- 
formation on Pol Pot's current where- 
abouts or how the Khmer Rouge were 
resupplying their forces active around 
the Tonle Sap. 
Intelligence sources.say that though 
the Khmer Rouge leader often rested 
up near the border, it is their impres- 
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red as close as 20 miles from Phnom 
Penh. 

The sources tend to dismiss recent re- 
ports that he is undergoing 
hospital treatment in Pe- 
king. Asoneanalyst put it: 
| "For him to go to Peking, 


terminally ill or out of po- 
litical favour, and I don't 
seeeitherbeingthecase." 

Despite evidence of in- 
creased Khmer Rouge ac- 
tivity in the interior and 
the difficulties the Viet- 
namese face in sealing off 
supply routes, Prasert is 
pessimistic about the abi- 
lity of the guerillas to re- 
gain a foothold on the 
southern stretch of the 
border. In an interview 
at his Chanthaburi head- 
quarters, the marine chief 
pointed out that as each 
day goes by the Vietnam- 
ese appear to be consoli- 
dating their presence in a 
manner which suggests 
they are there to stay. 

One example, accord- 
ing to his intelligence of- 
ficers, is the upgrading of 
Highway 56, which runs 
from Moung Russei on 
Cambodia's Route 
5 to the head waters 
of the  Metoek. 
During the past 
dry season, 10,000 
Cambodian civi- 
lian workers press- 
ed into service 
cleared 200 m on 
either side of the 
road where it rises 
into the border 
highlands. Whe- 
ther the Vietnam- 
ese can maintain 
access to the area 
against ambush 
and the coming 
rains is still open 
to question, but 
supplies are also being brought a 
considerable distance up the Metoek 
in barges and other flat-bottomed 
boats. 

Still, local villagers say the guerillas 
they have met flitting back and forth 
across the border over the past five 
months are in good spirits and appear 
more determined than ever to carry on 
their struggle. And in a recent an- 
nouncement over Khmer Rouge radio, 
Pol Pot claimed the Vietnamese offen- 
sive along the western front had failed 
to choke off his supply network or 
cause any significant casualties in 
Khmer Rouge ranks. п 
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zation stage type UA-C13. 112 such units 
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he Ekofisk water injection module. High- 
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Water down, oil up 


Offshore oil production can 


be boosted by injecting sea- 


water into the oil-bearing 
rock, raising the pressure 
and so lifting the oil. 


But the water must be 
germfree. Sulfate-reducing 
bacteria would otherwise 
turn oil “sour”, causing 
severe corrosion of the oil- 
handling equipment and 
piping. 


Sterilizing the water with 
ultraviolet (UV) light is the 
method accented today 


For the North Sea’s Ekofisk 
oilfield, Phillips Petroleum in 
Norway have ordered from 
Brown Boveri a complete 
UV sterilization plant, togeth- 
er with all the plant and 
process engineering. The 
installation will treat 

2500 m? of seawater per 
hour. 


The Brown Boveri system 
meets the requirements of 
offshore operations: it 
needs little space, it is light, 
highly reliable, low on main- 
tenance and has an 
advanced control system. 
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Designed by BBC engineers 
in Switzerland and Norway, 
the UV sterilizer consists of 
8 radiation lines. Each line 
contains a radiation cham- 
ber with 14 high-intensity UV 
lamps and the associated 
piping and fittings. 


The container package in- 
cludes all the electrical 
equipment and instrumen- 
tation, and the whole is con- 
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trolled and monitored by a 
computerized process con- 
trol system. 


The first of its kind in the 
world, this assignment is 
another example of Brown 
Boveri's capabilities in the 
field of water treatment. Dif- 
ferent and new, it is just the 
kind of challenge that BBC 
engineers make light of. 
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Yes, it’s there somewhere. 

The question is, how fast can someone find it and get 
you? Minutes have a way of becoming hours. Days become weeks 

The smart way to get the answers you need is to turn ! 

IBM Smart Desk. When you put an IBM person: al compu 
terminal on a desk, you transform it from just furniture to 
works hard to keep you informed and up to the minute. 

Turn to your IBM Smart Desk and you'll call up the monti 
sales projections immediately, instead of chasing around the office foi 
them. You can scan the marketing manager's last memo on yo 
screen instead of listening to his “music on hold". 

A Smart Desk helps you work smarter because you spe! 
more time thinking and less time waiting. You can try differer 
options using the latest information. Reformat or even graph you 
ideas in just a few keystrokes. And when you've got everything the way 
you want it, you can share your ideas instantly with other Smart De 
people, next door or around the world. 

Smart people are turning to IBM Smart Desks when tl 
want to get things done. And that's a smart move. 

For further information, contact your IBM representat 
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helps countries grow and prosper in a big way. 
For instance, through our efforts 
a cement plant has just been developed 
at the northern tip of Sumatra, Indonesia. 
But we work in a small way, too, right down to the people-to-people level to make sure 
progress is meaningful for individuals of a nation. 
In fact, we ourselves have expanded so much we have a new trademark to illustrate 


Kobe Steel's integrated industrial capabilities. 
KOBELCO. It's the mark that's growing in international importance. 
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TOKYO HEAD OFFICE : Tekko Bldg., 8-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan/Tel : (03) 218-7111/Telex : 222-3601 KOBSTL J 
SINGAPORE OFFICE : 2 22-02 DBS Bldg., 6 Shenton Way, Singapore 0106/Tel : 221-6177/Telex : RS 23338 KOBSTL 
KOBE INTERNATIONAL (S) CO., PTE. LTD. : 60 Pandan Road, Jurong, Singapore 2260/Tel : 264-2444/Telex : RS 26574 KISCO 
Offices also in New York, Los Angeles, Dusseldorf, London, Mexico City, Sharjah and Melbourne. 


KOBELCO is under application for worldwide trademark registration. 





THE INTELLIGENT SQUARE 


At the heart of Exchange Square is one of the most sophisticated communications 
and data systems in the world today. 

One that is linked to each floor by built-in block wiring, just like electronic plumbing. 
And one that is available to every tenant, large or small, by virtue of what Hongkong Land 
calls ‘shared resources’. 

There's no capital investment requirement for communications equipment when you move in 
And no need to waste space on bulky hardware. 

All you need are a few small multi-functional terminals which can be rented 
You're fully operational from day one. 

The communications facilities available include a digital partitioned PABX; telex, telegraph and 
data switching; mass data storage and data base management: audio conferencing, 
centralized word processing and facsimile; a reprographics bureau; and 24-hour answering service 
When you move to the Square, you can use as many or as few of them as you choose 
You simply pay for what you use when you use it. And as your company expands, so can your 
use of the facilities. Now, isn't that an intelligent move? 


Tbe time to act is now. Tenants are already moving in. 
Please contact: Hongkong Land (tel: 5-8428288, telex: 75102) or 
Jones Lang Wootton (tel: 5-217171, telex: 74247). 
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If your business involves the U.S. 
or U.S. dollars, Mellon Bank’s 
operating capabilities can give you 
a big advantage in many areas. 
When dollar clearing services 
became more complex at Société 
Générale de Banque/Generale 
Bankmaatschappij, Belgium's 
largest bank, Mellon developed a 
custom-designed service called 
MULTICLEAR:" It automatically 
nets the daily dollar balances of 
branches and affiliates from 
Antwerp to Singapore, without 
zero balancing. 


Looking for America's premier operating bank? 
Ask Société Générale de Banque how we balance the world for them every day. 


Each branch retains the autonomy 
to manage its own foreign exchange 
position and maintains its individ- 
ual clearing-account balance, but 
MULTICLEAR minimizes the 
costly borrowing, idle balances and 
penalty fees that such flexibility 
usually entails. The savings can 
reach thousands of dollars a day. 
Available to banks and international 
corporations, the MULTICLEAR 
service provides a unique cost-allo- 
cation system which supplies all the 
information needed to fairly allocate 
clearing costs internally among 
branches and affiliates. 


Mellon's unique combination of 
advanced technological systems and 
seasoned professional judgment has 
brought us international clients 
seeking innovative solutions—from 
airlines to manufacturers, from 
banks to oil companies, all around 
the world. 


To find out what America's premier 
operating bank can do for you, con- 
tact your nearest Mellon branch or 
representative office, or write: 
Mellon Bank International, 

Box 999, Wall Street Station, 

New York, NY 10268, USA. 


Member FDIC 
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By William Wetherall in Tokyo 


he most topical word in Japan today | children who had sought 


is ijime. Work it into the title of a 
weekly magazine article, and hun- 
dreds of thousands of school teachers 
and parents will want to read it. Make 
it the theme of a full-length TV drama, 
and children will fight to watch it — 
unless they are already engrossed in a 
comic book story about Japan's mount- 
ing social malady 

Ijime, meaning “bullying,” is not a 
new problem in Japanese schools. But 
it is certainly the most widely discuss- 
ed issue in recent months, thanks to a 
few sensational suicides and murders 
committed by students who were un- 
able to find other means of coping with 
the ways their classmate allegedly 
maltreated them. 

Educators rejoiced when the Na- 
tional Police Agency reported that 
cases of violence in schools were down 
last year from the record high two 
years ago. But incidents of bullying, 
which easily go undetected or unre- 
ported, are thought to be increasing 
Last year, 1,920 (1%) of the 192,365 
youths who were investigated as sus- 
pects in criminal cases were boys and 
girls taken into custody in connection 
with 531 incidents of violence and de- 
linquency related to bullying. 

Violence or extortion by children 
against other children accounted for 
502 (95%) of the bullying incidents 
The other 5% involved offenses by 
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The unfortunate victims of 
Japan's classroom bullies 





revenge 
against those who had bullied them, 
including one murder and three at- 
tempted murders. Seven suicides were 
also provoked (which is not to say 
caused) by bullying. 

In January this year, a 13-year-old 
middle school girl hung herself from an 
electric cord she had fastened to a util- 
ity pole in front of her house. Some 
classmates had written such things as 
“Fool!” and "Die!" in her maths 
textbook, accused her of lying, ostra- 
cised her and threw stones at her 
house when she would not come out to 
explain why she had broken a date 
with them. They were all *good" girls 
who thought themselves her friends 

In November last year, the battered 
body of a 16-year-old high school boy 
was found in a river. He had been kill- 
ed with a hammer by two 15-year-old 
classmates whom he and two other 
boys had bullied over a period of 
months. They had been subjected to 
such indignities as having their faces 
painted with a magic marker, their 
bodies whipped with belts and being 
forced to masturbate in public 


nvestigative reports and documen- 
taries on bullying incidents such as 
these reveal а common pattern 
Teachers, other school officials, stu- 
dents, and even parents are slow to 
take bullying seriously. Like victims of 
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rape, the bullied child is sometimes ac- 
cused of having 
gression. While 


lied, the likeliest candidates are those 
who do not fit into : H 
types include transfer students, social 
recluses and ethnic mi 

Bullies also have irious profiles 
Some are overt delinquents who pub- 
licly torment others as a means of 
showing their authorit B 
seem to be quite ordinary children who 
are well behaved in front of adults ant 
even other students. So their teac? 
parents and 
rumours or reports of cruelt 

A ruling 
by the Urawa District Court support 
the 


peers 


handed down. tl pri 


victims of imi in ele ntary 
school girl broke some fr teeth 
when two boys slid int І ti oh 
she were the home plate or iseball 
field, and knocked 
hall. The city of Отау 
and the bovs' parent t 
pay the girl and her | 
¥2.7 million (US$11,00( nages 
The mavor of 1 wa f of the 
co-defendants, explait they 
would appeal the de because “1 
is one-sided to conclude that all in- 










e Ministry of Education has. al tema tive to Angkor Wat 


By Sophie Quinn-Judge in Bangkok 


d a panel of educators, teachers, 
rchologists and psychiatrists to 
ertake a full-scale study of the 
blem and recommend countermea- 
The ministry has also issued 
лріпе guidebooks” to primary 
iddle schools. This marks a de- 
e from the post-war policy that 
are wholly responsible for dis- 
g their children. 

pan has about 10,000 middle 
iools and 5,000 high schools. So 500 
es of bullying à year, conspicuous 
ùgh to attract police attention, 
"diy gives the impression that Ja- 
tese schools are greenboard jungles. 
t worries educators, however, is 
police cases constitute only a frac- 
tall ijime incidents that result in 
tal distress.or phy sical injury. 

n March, the Japan “Youth and 
le Research Institute reported 


































living it conducted on middle school 
dents and mothers in Japan and the 
ited. States. More American stu- 
s (58%) than Japanese students 
said that they. had been bullied 
een the butts of pranks. But more 
rican students (39%) than Japan- 
tudents (19%) said that they had 
eried when others were bullied. 


e critics argue that Japan's youth 
re.going to pot because Japan- 
society has been “Americanised.” 
ue, then one would expect Japan- 
udents to be less passive. That 
ey. tend to look the other way is 
hips the best evidence that they 
, after all, the products of an educa- 
in system that is Japanese to the core. 
An editorial in the Asahi Shimbun, 
e most critical of Japan's dailies, 
ay have put its finger on the problem 
when it suggested that children who 
ise, ostracise, or bully other children 
cause they are different, are merely 
ting in the same manner zs "the in- 
ive culture media called schools" 
d "the quality control managers 
lled teachers" who bully students by 
ating them like cucumbers: bent 
‘ucumbers are difficult to pack with 
aight ones, thus idiosyncratic 
cumbers are seen as abnormal. Many 
hools regulate everything from 
Guser, skirt, and hair length to types 
pencil boxes and underwear. Some 
hools make students with hair which 
not naturally straight carry a certifi- 
te. Those who cannot prove that 
eir kinks, curls, or waves are natural 
€ seen as trouble-makers. 

If.such pressure to conform is inter- 
-nalised unwillingly. itis bound to want 
Telease. And what could be a handier 
vent than a friend or an acquaintance 
who seems to be out of step with the 
group and in need of discipline? 





sults of an international survey on, 








T: year’s fierce dry-season fighting 
in Cambodia has once again made 
Angkor Wat inaccessible to foreign 
travellers. Other sites known toarthis- 
torians for the beauty of their mónu- 
ments are gaining new fame' as battle 
grounds гіп (ће Khmer Rouge-Viet- 
namése confrontation. Banteay Srei, 


the pink sandstone temple northeast of 


Angkor, and nearby Phnom Kulen are 
Khmer Rouge strongholds. — the 
scenes of heavy combat every year. 
Kralanh, where one of thé major exam- 
ples of Baphuon-style sculpture was 
discovered, is now the home of the 
Vietnamese military headquarters for 
northwestern Cambodia. 


But the Khmer ‘empire. spread 


beyond the present-day boundaries of | 
Cambodia and some of its treasures are | 


still outside the reach of the current 


conflict. Thailand possesses a surpris- | 


ing variety of Khmer-built or Khmer- 


influenced temples; even more surpris- | 


ingly, most of these monuments are lit- 
tle-known in the international com- 
munity that regularly bemoans the fate 
of Angkor. 

Scattered among the dry rice fields 
of Sisaket, Surin, Buriram and Khorat 
are crumbling jewels of Khmer artis- 
try, built between the 10th and 13th 
centuries. Farther west, in the central 
Thai town of Lopburi, are more re- 
mains of the Khmer legacy. An inscrip- 


tion from the 11th-century reign of | 


Suryavarman I has been found there. 


At its farthest extent, Khmer influence | 


stretched westward to Kanchanaburi 
province, where today a temple en- 
clave above a branch of the River Kwai 
is painstakingly being restored. 


Although the best-known border | 


temple, Preah Vihear, just inside the 


Cambodian border with Sisaket pro- | 


vince, has been swallowed up by the 
war (it is now occupied by Heng Sam- 
rin troops), there are still many other 
northeastern sites accessible to the ad- 
venturous traveller. The hilltop temple 
of Phnom Rung in Buriram is a 
museum of different styles. On a high 
outcrop overlooking the ancient 
Khmer highway leading: west from 
Angkor, the 10th-century brick temple 
was extended in sandstone and laterite 
by 11th- and 12th-century rulers. The 
long terrace approach and steep stair- 
case, built in Angkor Wat style in the 
reign of Suryavarman Il, are at the mo- 
ment somewhat diminished by an out- 
of-scale crane of the Thai Fine Arts 
Department. But the lintels and pedi- 
ments on the main sanctuary, carved in 
the 1i1th-century Baphuon style, are 
still clear and, delicate despite the 








bfank spaces where vàndals have ch 
ped away pieces. 

The central part of one lintel 
clining Vishnu, was dynamited way 
in 1959. Its right-hand end 
small shed where the Fine 
partment stores valuable 
sculpture as their restoratio! 
proceeds. It was confiscated. from a 


| central portion is now on n display a 
| Art Institute of Chicago, where it у 

| discovered by the dean of Thai art his 
| 

| 

| 









torians, Prince Suphadradis: Diskul. 
| The lintel is on loan to the Art Insti 
from the Alsdorf Foundati 
Chicago, but Alsdorf himself has not 
responded to Thai requests for its re- 
turn. 

Near Phnom Rung, in a sleepy 
| Khmer-speaking village, is another 
| temple known as Prasat Muang Tam, 
the Lower City Temple. Completed by 
Jayavarman V in the latter half of the 
10th century, it is somewhat earlier 
than Phnom Rung. The Fine Arts De- 
partment has yet to tackle this site, 
which ground subsidence has leftin a 
bizarre state of dilapidation. The walls 
of the four L-shaped pools in each . 
corner of the outer courtyard undulate | 




























































Waking up to the 
myth of virtue 
and ignorance 


| 

| 

| 

i 

{ 

| 

| WOMEN 

| 

| 

i 

| 

| 

| f 

Revolution Postponed: Women in 
Contemporary China by Margery 
Wolf. Stanford University . Press. 
US$24.95. 

Providing women with washing 

machines is not the way to liberate 

them, chairman Mao Zedong once told 

the French writer Andre Malraux. In. 

devising the grand strategy for China’s: 

social transformation, the: Great 

Helmsman evidently regarded house- 

| hold drudgery as a trivial factor when 

| compared to China's manifest. need to 

utilise the talents and energy of women 

in the workplace. And while the pre- 

sent leadership has discarded much of 

the Maoist legacy, it still tells women 

that their labour is their liberation. . 

Stanford University anthropologist 
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Work on Prasat Muang Singh: little funding, little interest, "ar оез: | n 
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ed on a bull. 

The. Phimai 
temple complex 
north of the town 
of Nakhon Rat- 
chasima (Khorat) 
is the best pre- 
served example 
of Khmer-style 
art in Thailand 
Ironically, fund- 
ing for its resto- 
ration came from 
the defunct Sea- 
to, a militarv 
pact. A Buddhist 
monument com- 
pleted around 
1108, it pre- 
figures the adop- 
tion of Mahayana 
Buddhism as the 
national ideology 
by the last great 
Khmer emperor 
Jayavarman VII 
Restored under 
the guidance of 
Bernard Gros- 
lier, the former 
+ director of resto- 
ration at Angkor, 
now draws a 








as though they had been melted down 
Of the five brick towers in the inner 
courtyard, one has collapsed. But some | 
exquisite sandstone carvings remain 
One shows Krishna trying to kill a 
naga (mythical snake); the other | 
has Siva and his consort Uma mount- 











Margery Wolf disagrees. Women's 
"bodies are telling them something 
else," she writes, and “they and their 
work supervisors know that many 
women are beginning to believe their 
weary bodies over the propaganda." 
Moreover, since women now comprise 
nearly half the urban workforce, the 
question is no longer one of theory but 
of production, a difference the current 
party leadership must eventually take 
seriously, she adds 

Wolf argues that Chinese women 
bear a double burden of full-time work 
and full-time housework. The physical 
toll the double burden takes in the 
form of constant weariness was ex- 
pressed by one of the author's inter- 
viewees: "Rush in the morning, stand 
in line at noon, headache in the after- 
noon, angry in the evening." None of 
her male respondents alluded to the 
same degree of pressure and when 
asked if they would rather have the life 
of a man or a woman, nearly all said 
they would not want to be women. 

China of course has been a man's so- 
ciety for a very long time. Female in- 
feriority was confirmed by a Taoist 
framework which equated women 
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large number of 
visitors to what was once a remote 
northeastern town. Its victory gate 


just wide enough to allow one elephant 
to pass through at a time, faces south- 
west, towards Angkor. 

Despite their obvious artistic and 
historic importance, funds for the up- 


with the yin cosmic element: dark 
weak, passive, negative. Every Chinese 
learned early that “an ignorant woman 
is virtuous.” But Wolf's male inter- 
viewees had in mind something much 
more immediate than traditional wis- 
dom in telling her they preferred the 
man's lot 

Women have so many "other duties,' 
they said, referring to women's "sec- 
ond shift" — shopping, cooking, clean- 
ing, laundry and child care that must 
be squeezed into the hours before and 
after work. No matter what Mao may 
have expected from the social trans- 
formation of China, the arenas in 
which women and men are judged re- 
main separate, the author insists 
"Men are judged in the workplace and 
women are judged in the home 


Ww of the much.trumpeted "full 


partnership" of men in child-care 


tasks and household chores? It is a "set 
piece lit for every inquiring foreigner 
with any sort of feminist credentials,' 
Wolf concedes, but she maintains that 
there is very little evidence that such 
slogans have been translated into real- 
ity 
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keep and restoration of these monu- 
ments are limited. The Fine Arts De- 
partment works with a small budget 
and very little outside help 





n recent vears, the Thai Go ment 

has concentrated on the restora 
tion of the first Siame pital of 
Sukhotai, which itself be many 
marks of Khmer influence. A small 
amount of aid for this project up 
plied by Unesco supplemented by à 
larger Japanese grant. But even funds 
for Sukhotai are now growir short 
and there will be a slo vor} 
there, with more concentrati n de 
tail and quality in the future. (Not al 
art historians feel that the slower pace 


is a bad thing. Some expert 
that restoration work at Sukhota 


carried out too quickly, with 
attitude towards stylistic accuracy.) 
There is said to be little interest 
among Thais in the restoration of 
Khmer temples. Usually dedicated to 
Hindu gods, Siva in most cases, these 
are no longer “living” temples for the 
Buddhist Thais. Phnom Rung, for 
example, seems to have bes ban- 
doned after the 12 centur There is nt 
sign that it was used a і f wot 
ship in later years and no Buddha 
were placed there. Ir ler nake 
merit in the Theravada Buddhist 
| framework, contributions must go t 
"living" temples. Some banks are now 
beginning to contribute to n ns 
| and restoration work, according to 
| Prince Suphadradis, but in general 
Thai philanthropists do not their 
money this way ü 








| Men carry babies around the park oi 

| Sundays but they did that befor 
Liberation and do it in Taiwan todas 
When asked direct questi bot 
men's. participatior n household 
work, women responded the 
usual political slogans,” Wolf writes 
“but they let me know in responses to 
other questions that the domestic bur 
dens were their responsibilit The 
suggestion that fathers might make a 
contribution to child care wa eeted 
with peals of laughter and “many jokes 
about the uselessness of men with ir 
fants, their unwillingness t et neat 
soiled diapers, and so fort! he 
marks 

Once the doubly burdene: 

| gives priority to her domest 

| she quickly becomes an easy target f 
discriminatory pract 

| place. In addition, how: 
other causes for Dia 
Men argue that women lack the pl 
cal capacity to perform certair bs 

| that remain male monopolie: uch 

| as truck driving. The auth 
herself on a country road 

| Yangzhou to watch the trafi 
and count the various kinds of 











veyances and their drivers or pullers. 

She sums up her thoughts on the 
question of women's physical prowess 
in a marvellously sardonic passage: 
"After one- has observed Chinese 
women every day for a month pulling 
cartloads of bricks along a five-mile 
stretch of road, their clothes dripping 
with sweat, one begins to doubt the 
Sincerity of the cadre who explains 
that women are too weak to drive the 
tractors or manage the horses men use 
to pull their cartloads of building 
material." 

Wolf:also observes a reticence to 
teach téchnical skills to women. In 
part, this is because of the deeply held 
conviction that girls are simply not as 
smart aS boys. To be more precise, the 
Stereotype, embraced equally by men 
and women, has it that girls start out 
brighter than boys but once a girl 
reaches puberty her intelligence be- 
comes “unfocused,” her mind flits 
about and. she becomes more interested 
in clothes — or household chores — 
than in school work. Boys are just the 
opposite: they play as young children 
and then when the work gets more de- 
manding in middle school, they focus 








бз ЗУ Wis. 
Women commune members in Hubei: liberated labour. 


their minds on it and pull far ahead of 
the girls. “Girls pay more attention to 
their teachers, but boys are smarter,” 
Wolf hears from a woman educator in 
Peking. One imagines the author winc- 
ing as she listens. Children pick up on 
this kind of gender-defining informa- 


PAINTING 


The Taoist art of the Yao 


Yao Ceremonial Paintings by Jacques 
Lemoine (assisted by Donald Gibson). 
White Lotus Co., Bangkok. US$65. 


he symbolism found on Yao em- 

broidered cloth is already well 
known. Now Lemoine has opened up a 
rich new area of Yao art and religion: 
paintings of Taoist gods. Although the 
Taoist influence on Yao religion has 
been noted before, this is the first 
book-length study. It is a detailed 
study of the manner in which the 
paintings are produced, their variety, 
and their role in religion. 

The Yao are a Sino-Tibetan people 
living in south China (where they 
number about 1.3 million), northern 
Vietnam (200,000), Laos (20,000) and 
northern Thailand (30,000). Those in 
Thailand are part of the Mien sub- 
group. Their religion includes worship 
of nature and ancestor spirits as well as 
Taoist practices which Lemoine traces 
to 13th- and 14th-century China. Re- 
ligious Yao read Chinese texts, write 
petitions or memorials to the gods and 
commission paintings of the Taoist 
pantheon to be displayed during ritu- 
als. 

The painters, who in Laos and Thai- 
land are usually Chinese hired for the 
purpose, must work in an atmosphere 
of religious devotion and purity. A spe- 
cial room or house must be set aside for 
the painter, the walls are pasted over 
with special white paper and white 
cotton cloth. The house is off limits to 


EELS ن‎ SOME єч SAS SL а mS rA re ат. іла АРЫННАР 





young men who would usually come at 
night to court unmarried girls. Both 
painter and client must remain celi- 
bate throughout the two months it may 
require to produce a set of paintings. 
The paintings are considered true 
abodes of the gods who would never 
enter new paintings which were unc- 
lean (as are the ones produced for the 
tourist market), and who would visit 
awesome retribution upon anyone al- 
lowing old paintings to be soiled. 

On the reverse of each scroll, the art- 
ist writes his name, those of the owner 
and of the god depicted, the date of 
completion (using Chinese dynastic 
chronology), and the hour the gods en- 
tered the picture. The gods are invited 
to don the paintings, as a human might 
put on a new set of clothes, in a formal 
ceremony. If the paintings wear out, 
after many years, another ceremony is 
held to ask the gods to leave. 

A complete set of paintings includes 
17 to 19 scrolls averaging 1.4 m by 50 
cm, and a varying number of up to six 
smaller scrolls (50 by 25 cm). Among 
the gods represented, familiar to stu- 
dents of Taoism, are: the Three Pure 
Ones (Yen Si, Leng Pu and To Ta), the 
Jade Emperor, the Celestial Masters 
(Chang and Li), the High Constable 
(T’ai Wai), the Sea Banner (Hoi Fan), 
the Governors of this World, the Wat- 
ers, the Sky and the Underground, six 
Marshals (Chao, Ma, Chang, Teng, 
K’ang, Hsin) and three Generals. 
Lemoine discusses each of these noting 











tion very early and it becomes a serious 
impediment to educational careers of 
girls, the author insists. 

A further obstacle to equal educa- 
tional opportunity, especially preva- 
lent in the countryside, is the cost of 
schooling. In China, the cost is not so 


variations in their depictions, their 
functions and ceremonial display. 

Lemoine hints at the comparative 
possibilities which a study of the 
paintings and their uses opens up. 
Contemporary Taoists in Hongkong, 
Taiwan and elsewhere also make use of 
paintings of their gods. Evidence 
suggests that the Yao may have been 
converted to Taoism near Mei Shan 
(Plum Mountain) in the Hsueh-feng 
Shan (Snowy Peaks Range) of west 
Hunan. It appears that Yao ritual texts 
are read in Cantonese dialect. But Yao 
Taoism differs from that of contempo- 
rary Chinese in that ordination is the 
only way to salvation, hence every Yao 
male should be ordained. The souls of 
those who have not gone through the 
ceremony before death may be invited 
to do so by their descendants. This col- 
lective priesthood may have been 
popular among Chinese Taoist of the 
5th and 6th centuries, and may have 
persisted until the 13th or 14th cen- 
turies when the Yao were converted by 
the T'ien-hsin Cheng-fa missionary 
movement. The study of Yao Taoism 
might therefore shed light on the his- 
tory of Taoism in general. 


emoine's interesting description of 

the initiation of Yao shamans also 
suggests parallels with those of neigh- 
bouring ethnic groups such às the Yi, 
Lisu and Hmong. Among the Yao there 
are four levels in the clerical hierarchy, 
which a male may enter as early as the 
age of five, though usually at about 17. 
At the second level, mastership, the 
postulants are led in a state of religious 
ecstasy to ascend a Sword Ladder, and 
while in a cataleptic fit they visit the 
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much measured by tuition, books and 
the like, but in the loss of income to the 
family. It is very tempting for parents 
to keep children out of school to help 
earn workpoints (or more recently 
wages) for the family. In addition, the 
domestic labour of girls, as helpers in 
the house, becomes valuable at an 
early age. 


ut the most important impediment 

to training girls lies in the still pre- 
vailing custom which dictates that 
women marry outside their own village. 
Because of this, men are inclined to see 
their daughters as temporary residents 
for whom training would be a gift to 
another family (or brigade) in another 
community. Scarce resources are 
likely to be allocated to the boy'strain- 
ing and he might be lucky enough to be 
sent off to a coveted factory job in the 
city. Girls, however, are not commonly 
given these advantages. 

The few women who do receive 
training and learn skills in their native 
areas frequently find doors closed to 
them once they move to their hus- 
band's community because, as Wolf re- 
ports, their new homes are “not about 
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Yao: symbolism оп embroidered cloth. 








to hand over prized jobs to newcom- 
ers." It should be noted that the au- 
thor's field research was completed in 
1981 before the commune system had 
been completely dismantled. The ef- 
fect of rural decollectivisation on the 
old discriminatory practices remains 
to be seen. 

Revolution Postponed, based upon 
interviews with more than 300 women 
in widely separated rural and urban 
areas, is an important book by a re- 
spected China scholar. But because 
Wolf is an astute observer with an eye 
for vivid detail and anecdote, it is also 
a pleasure to read, sprinkled with 
earthy peasant humour. i4 

In the final chapter of what she calls 
"this none too cheerful book," the au- 
thor sums up in a few sentences the 
theme suggested by the book's title. A 
woman's life in China today remains 
determined by her relationship to a 
man, be he father or husband, rather 
than by her own efforts or failures. 
"The revolution promised women 
something more, but that promise has 
not been fulfilled," she writes. The 
only hope is that women make their 
own revolution. — JOHN H. BOYLE 





band. A priest reach- 
ing the highest level 
will go to Lao Chun's 
Ninth Heaven, while 
his wife will be admit- 
ted to the Palace of 
the Imperial or Red 
Lady. Both husband 
and wife receive guar- 
dian spirits which the 
Yao call “Horsemen” 
— the number depend- 
ing on the level which 
the priest has reached. 
These spirit soldiers 
protect the family from 
evil spirits, disease and 
bad luck. 

Henri Maspero and 
Eduard Erkes were the 
first to emphasise the 
importance of primi- 
tive and tribal cultures 
and mythology for 
the study of Chinese 
mythology and cosmo- 
geny. In Local Cul- 





Patriarchs of Mei Shan and the Gate of 
the High Pavillions of Mid-Heavens. 
They also walk across hot stones and 
carry a red-hot ploughshare. Young 
priests become disciples of more ac- 
complished masters, copying their 
books of blank petitions, writs, memo- 
rials, hymns chanted during ceremo- 
nials and synopses of main rites. 
Wives attend ordination ceremonies 
in ceremonial attire and share in the 
mystic feast. Like their husbands, they 
are granted a seal and a patent, and are 
entitled to use a distinguished appella- 
tion which parallels that of their hus- 
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tures of South and 
East China, Wolfram Eberhard traced 
chains of myth and ritual back to 
archaic local cultures that were forma- 
tive factors in the shaping of Chinese 
civilisation. 

Lemoine's work makes it clear that 
cultural exchange between Chinese 
and tribal traditions was a two-way 
street. Despite the lack of written tri- 
bal histories, our understanding of 
their histories and that of Chinese 
civilisation can be greatly enhanced by 
the comparative study of minority 
nationalities in south China and 
Southeast Asia. — ALAIN Y. DESSAINT 








ANTHROPOLOGY 


Life among a 
dying race 


Soci and Cosmos: The 
Che of Peninsular Malay- 
sig by Signe Howell. Oxford Uni- 
ЭУ Press. No price given 


he weight of anthropological 

literature about Peninsular 
Malaysia grows heavier with each 
passing decade; some of it all the 
more burdensome because of em- 
barrassingly outdated ethnog- 
raphic fashion. The aboriginal 
peoples of the peninsula have also 
attracted a great deal of theoreti- 
cal attention, though their number 
is not reckoned to exceed 40,000. 

The author of this study — a 
doctoral thesis at Oxford — spent 
20 months in the field and has 
written the first study of this small 
orang asli (aboriginal) community 
in the Pahang tropical rainforest. 
The book's appeal is two-fold. 

First, the author (now a lecturer 
in social anthropology at Edin- 
burgh University) can write well. 
Secondly, because she describes 
Chewong society as lacking the 
"structural features anthropolo- 
gists usually focus upon," she has 
taken a novel road, 

The result is a book which, after 
describing the Chewong them- 
selves in the usual ethnographic 
language, dwells largely on the 
substance of human relations, 
"consciousness and relativity” 
and “rules and classification” 
governing behaviour in this small 
society increasingly impinged 
upon by the Malay world. 

In the author’s emphasis upon 
immaterial things, the book 
reaches some interesting conclu- 
sions about the width and breadth 
of ritual acts in Chewong society: 
when cooking, eating, and “the 
regular exploitation of the jungle” 
are a ritual in themselves, “we are 
questioning the common anthro- 
pological definition of ritual as be- 
ing an activity somehow set apart 
from the daily practical ones.” 

The Chewong seem remarkably 
free from hierarchical behaviour 
and all-in-all seem a likeable 
group of people who — given the 
pace of forest exploitation — may 
not exist as a cohesive group for 
much longer. In view of the gov- 
ernment's intention to abolish the 
Department of Aboriginal Affairs 
eventually (reflecting official re- 
luctance to keep orang asli out of 
the national mainstream), this 
book and its novel analysis make a 
timely appearance. —JAMES CLAD 























































y Nancy Langston in Peking. : 
b hina is all but thumbing its nose 
at holders of defaulted Chinese 
bonds with its announcement of 
‘o.planned Eurobond issues as well 
the government's separate announce- 
ment of a "stock" saleto financea rail- 
ay out of Inner Mongolia, though it is 
not yet clear w hether the railways 
stock will be offered to foreigners. 
"he predicted success of both issues 
should make it easier for the Chinese to 
ignore the controversy, especially in 
Britain and the United States, over Pe- 
king's refusal to honour various bond 
bts incurred by previous govern- 
ments, including more than US$100 
million worth of railway bonds dating 
back to the late 1800s. China denies 
responsibility for these so-called 
"busted bonds" because they were 
not issued by the present (communist) 
government which came to power in 
49. 
hina's first Eurobond issue is plan- 
for launching in Frankfurt, some 
time this month. Although there has 
been no official announcement, a 
nior Chinese official with a finance- 
lated organisation told the REVIEW 
| the Bank of China (BoC) will place 
a Dm 150 million (US$46.3 million) 
Eurobond issue through a syndicate 
Jed by Deutsche Bank Ag, West Ger- 
many's largest commercial bank. The 
bonds will have a seven-year maturity. 
In July, according to the official, China 
International Trust and Investment 
Corp. (Citic) is scheduling another 
Eurobond issue for a similar amount, 
also through Deutsche Bank. This 
issue will be guaranteed by Citic itself. 
Judging from the enthusiastic reac- 
tion to China's public debut last 
November in the Tokyo bond market, 
e Eurobond issue should also be a 
"success. With foreign-exchange re- 
"serves of approximately US$19 billion 
(including gold), China can expect at- 
fractive terms for this latest foray into 
ihe international financial markets. 
Participation will undoubtedly be 
elled too by foreign banks' ever-pre- 
ént desire to shore up their relation- 
ip. with BoC, the country's powerful 
manager of foreign-exchange reserves. 
Another reason, almost certainly, is to 
ablish the name of the issuers in 
European capital markets. The pro- 
ceeds of the issues will be for unspeci- 
fied.lending — апа possibly import 
credits — within China. . 
BoC floated its first public bond 
issue last November in Tokyo with a 
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X20 billion (US$78.6 million) issue 
carrying a 7% coupon. A second, Y20 
billion, public issue followed in April 
with a 7.1% coupon. Citic's first public 
issue in January for ¥30 billion carried 
a coupon of 6.6% but thanks to a Ja- 
panese tax regulation the yield effec- 
tively was increased to an annual level 
of 8%. In January 1982, Citic had a € 10 
billion private placement. 

As China seeks to diversify its inter- 
national financing, its success in tap- 
ping the US dollar sector of the 
Eurobond market looks doubtful at 
present while a sterling-denominated 
issue would be virtually impossible. 
The New York Foreign Bondholders 
Protective Council claims that Ameri- 
can investors hold more than US$30 
million worth of defaulted Chinese 
bond debt issued on behalf of previous 
governments. Currently in the US, 
there are two cases (in New York and 
an appeal still pending in Alabama) 
where private citizens have filed suits 
against China for repayment of rail- 
way bonds issued at the turn of the 
century by the then imperial Chinese 
government. 








In Alabama, a judge ruled that the 
court had no jurisdiction over 
sovereign immunity. The bonds in 
question were issued in 1911 under the 
Qing dynasty. Until 1976 there was no 
limitation on sovereign immunity in 
US law. A similiar law suit in 
Pittsburgh lodged against China was 
dismissed on the same grounds and the 
same argument will probably overrule 
the New York plantiffs in the two cases 
called Karl Marx and Company vs the 
People's Republic of China. 


he Bank of England would 
attempt to block any sterling- 


denominated issue by a Chinese 
borrower until Britain's claims on the 
busted railway bonds is settled. The 
Council of Foreign Bondholders claims 
that £61 million (US$75.8 million) re- 
mains in default. It too would actively 
oppose a sterling issue. As in the US, 
legal action for British bondholders is 
hamstrung by the question of sovereign 
immunity. 
Although German investors hold de- 
faulted Chinese bonds as well (the 
amount of which has not been made 











public though is believed to be around 
US$14 million), Deutsche Bank pre- 
sumably has the blessing of Germany's 
federal banking authorities to proceed. 
The guiding philosophy is likely to be 
based on the logic that there is no point 
in letting the Japanese enjoy all the 
bond action on behalf of China. It 


would seem only a matter of time (plus | 


more Eurobond issues denominated in 
other currencies) before British and 
American principles give way to the 
tempting promise of China's interna- 
tional fund-raising efforts. 
Meanwhile, Peking's indifference 
towards the controversy over the de- 
faulted Chinese bonds was made evi- 
dent on 6 May. The state-run China 
News Service (Zhongguo Xinwen She) 
reported that the government has 
sanctioned a Rmb 1.1 billion (US$385 





million) issue of stocks to finance con- 
struction of a railway from Jining in 
Inner Mongolia to Tongliao in Jilin 
province. Stretching 870 km, this will 
be China's longest single line. The re- 
port did not disclese when the stock, 
offered by the government of the Inner 
Mongolia autonomous region, would 
be on sale, nor were there details of 
terms: 

The stock issue would be more 
than three times larger than the 
biggest reported Chinese stock sale 
by Yanzhong Industrial Co. Public 
entity stock issues reappeared in 
China in July 1984 for the first time 
since the communist revolution in 
1949 though enterprises have been 
issuing internal "shares" for em- 
ployees since 1982, Nearly half a 
dozen sales of stocks by Chinese enter- 
prises have since been re- 





y, 


opened a representative office in Pe- 
king. í 

Participating banks, six of which 
‘have offices in China, did not seem 
‘put off by the fact that their best cus- 
tomers would be hobnobbing with 
competitors — including those banks 
who did not pay the sponsorship fee. 
At the opening and closing recep- 
tions, Peking's entire foreign-bank 
community was invited. One par- 
ticipating bank executive said: "I 
was not amused.” 
(а 


he meat of the conference 
schedule included seminars on fi- 
nance and banking with China's 
néeds in mind, while Chinese pro- 
vihcial and city officials held work- 
shops on their respective investment 
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ported. Such issues have 
combined the characteris- 
tics of Western-style stocks 
and bonds. 

So-called Chinese 
"shares" can be transfer- 
red though not publicly 
traded, and unlike true 
equity shares carry a matu- 
rity date when the initial 
investment plus. interest 
and any final dividend can 
be withdrawn. In Hong- 
kong, the defaulted bonds 
of the Qing days can fetch 
up to US$150. п 


and economic climate. 

Typically, the Chinese 
got the most ош of 
whatever -money they 
spent. The conference 
provided an excellent 
forum to hammer home 
the message to top in- 
ternational financiers 
and industrialists that 
economic reforms and 
the open-door policy are here to 
stay. Message-bearers included 
China’s top guns. Premier Zhao 
Ziyang, Vice-Premier Tian Jiyun, 
BoC chairman Bu Ming and Gan 
Ziyu, vice-chairman of the State 
Planning Commission (among others) 
expounded upon China's develop- 
ment and the problems that have 
saturated the Western press' cover- 
age of China. 

Yet the delegates interviewed gen- 
erally shared the "sentiment of 
Thierry de Broqueville, director of 
the executive committee of Banque 
Bruxelles Lambert, who said: “It's 
one thing to hear of it [China's deve- 
lopment] 10,000 miles away and quite 
another thing to see it yourself.” 

"— NANCY LANGSTON 








BANKING 


More of 
the same 


Singapore’s new finance 
minister extends tax breaks but 
fails to address other concerns 


By V. G. Kulkarni in Singapore 
he Singapore Government has 
made another move towards diver- 

sifying the financial sector and ene 
couraging the growth of fee-based а@- 
tivities. But the step, which involves 
tax exemptions already implied in the 
generally pro-business budget for fis- 
cal 1985-86 (which began on 1 April), 
breaks little new ground and falls 
short of the expectations of the bank- 
ing community 

Newly appointed Finance Minister 
Richard Hu has extended for five years 
(until 1993) the tax exemption on fee- 
income from syndicated 
ranged locally by banks in Singapore 
He also waived, indefinitely, taxes on 
offshore-fund management income 
The tax incentives on syndicated loans 
and fund-management income had 
been granted in 1983 and were due to 
expire in 1988 

To qualify for the tax benefits on 
syndicated loans, the Monetary Ate 
thority of Singapore (MAS) — the re 
public's quasi-central bank — requires 
that the bulk of the syndication pro 
cess be carried out in Singapore. The 
fund-management scheme applies 
only to funds of non-residents, whieh 
are managed by approved locally 
based institutions but are invested 
outside Singapore and Malaysia. In his 
first speech after taking over the fi- 
nance portfolio, Hu revealed that since 
1983, the MAS had approved eight 
Asian Currency Units (ACUs) as au- 
thorised fund managers under the taxe 
exemption scheme for offshore funds 

While welcoming Hu's announce- 
ment.as a reiteration of the governe 
ment's pro-business attitude, many 
bankers felt it was only a continuation 
of existing policy and that its impact 
was likely to be marginal. Long-term 
syndicated lending which was the 
rage until the early 1980s appears to 
be falling out of favour among interna- 
tional bankers. Total syndicated lend- 
ing to Asia and the Pacific last year 
amounted to an estimated US$17.7 bil- 
lion; down 3.3% from the 1983 tally of 
US$18.3 billion 

Hu said applications involving some 
S$4.4 billion (US$2 billion) under the 
tax-exemption scheme had been re- 
ceived by the government since 1983 
Assuming all these qualified, Singa- 
pore's share in the Asian syndication 
market in 1983-84 would be about 
5.5%. In the past, bankers in Singapore 


loans at 
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have complained that the extensive 
documentation involved makes it dif- 
ficult to convince the authorities of 
their eligibility for tax exemption. It is 
not yet known how strict the govern- 
ment has been in granting exemptions, 
but with syndicated-loan growth 
rather flat, bankers’ prime concern, 
seems to be getting the business — then 
worry about tax benefits. 

Some bankers have asked why syn- 
dications do not qualify for an indefi- 
nite tax waiver, a concession granted 
to offshore-fund management. Hu has 
not explained why the two are treated 
differently. The government has also 
not said whether newer lending instru- 
ments — such as short-term revolving 
underwriting facilities — would get 
tax exemptions. 

Although the offshore-fund man- 
agement scheme has been in existence 
since 1983, it has got off to a very slow 

, Start. In the past two years, the major 
hurdle for fund managers has been the 
uncertainty about capital gains and 
trading profits. Under Singapore law, 
trading profits are taxed while capital 
gains are not. A fund manager who fre- 
quently must move in and out of the 
stockmarket and trades numerous fi- 
nancial instruments would be taxed 
for trading profits, though his inten- 
tions might be to make capital gains 
for his clients. Hu, who heads the MAS, 
announced that he had directed the 
MAS and the Finance Ministry to dis- 
cuss the issue with the private sector. 


Art drawback for the fund-man- 
agement business in Singapore is 
that tax exemption is only available to 
funds invested outside Singapore and 
Malaysia. There are few advantages 
for Western and Japanese fund mana- 
gers to come to Singapore only to in- 
vest their money in distant markets — 
which is something they could do from 
anywhere in the world with modern 
communications systems. Conversely, 
there is not much reason for an Asian 
investor to come to a Singapore-based 
fund manager to invest his funds in the 
West; he might as well go directly to 
London or New York. The government 
has not clarified the reasons for 
excluding the fund managers’ tax 
benefits from Singapore and Malay- 
sian investments, but apparently there 
is concern that large-scale movements 
of funds in the two markets could re- 
sult in wide price fluctuations. 

Hu also said the government was 
considering the creation of an over- 
the-counter stockmarket in Singapore, 
making it easier to raise capital even 
for newer, small firms with growth po- 
tential (the Stock Exchange of Singa- 
pore requires a five-year track record 
for listings). Another matter under 


' consideration is the long-held desire to 


encourage the trading of foreign stocks 
and bonds in Singapore to add diver- 
sity to the market, Hu said. However, 
he did not reveal any new incentives to 
foreigners to list in Singapore. п 
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Trickle-down dries up 


Malaysia's attempt to spread equity ownership among 
bumiputras misses many intended beneficiaries 


By James Clad in Kuala Lumpur 
A: air of self-congratulation pervad- 
ed the 4 May opening of the latest 
addition to Kuala Lumpur’s skyline — 
a sleek 40-storey headquarters for Per- 


modalan Nasional Bhd (PNB or Na- | 


tional Equity Corp.). Although it has 
only been in business for eight years, 
PNB has lifted profits from M$4.5 mil- 
lion (US$1.8 million) in 1978 to 
M$295.3 million in the year to 31 De- 
cember 1984. The M$155 million new 
headquarters seemed a fitting monu- 
ment for a company with M$5.52 bil- 
lion invested in 178 companies, both 
public and private. 

Even so, Deputy Prime Minister 
Datuk Musa Hitam told assembled of- 
ficials, including PNB's chairman, 
former central bank governor Tun Is- 
mail Ali, that he was worried by some 
emerging trends. The pattern of par- 
ticipation in PNB’s associated unit- 
trust scheme, the Amanah Saham Na- 





sional (ASN), must be adjusted “to en- | 


sure a more equitable and fair distri- 
bution of wealth among bumiputras” 
(indigenous Malaysians, mainly 
Malays), he said. It was “disappoint- 
ing” that more bumiputras had not 


joined the scheme. (Besides Malays, | 


the ASN accepts East Malaysian na- 
tives, Malaysians of Thai and Por- 
tuguese descent and some Muslims of 
Indian descent.) 

According to Musa, 48,786 of the 
current 1.73 million ASN investors 
each owns more than 5,000 M$1 shares, 
while 10,553 hold 25,000 units or more, 






















Д" to Mohamad Haflah Ріеі 
of the National University of Ma- 
laysia, by the beginning of 1983, Per- 
modalan Nasional Bhd (PNB) had 
become the largest single shareholder 
of stocks listed on the Kuala Lumpur 
Stock Exchange (KLSE). It then held 
470 million shares with a par value of 
M$305 million (US$122.2 million) 
and market value more than five 
times that much. 

PNB has aimed consistently to ac- 
quire companies with a commanding 
position on the traditional heights of 
the Malaysian economy — especially 
plantations, finance, manufacturing 
and mining. Its more recent acquisi- 
tions of this type include the takeover 
and reorganisation of Guthrie Corp., 
the purchase of Harrisons Malaysian 
Plantations and the reorganisation of 
many foreign tin-mining concerns 





COMMANDING HEIGHTS 











On the basis of Musa’s figures, 73.4% 
of all ASN investors (more than 1.27 
million people) each have a 500-unit 
stake or less. More important, the 1.73 
million ASN shareholders amount to 
little more than a third of all eligible 
bumiputras. “I'm taking a serious view 
of this problem,” said Musa. “If this 
[trend] continues, the scheme's objec- 
tive to distribute wealth in an equita- 
ble manner will remain just a dream." 
PNB is the visible flagship of Malay- 
sia's New Economic Policy (NEP) — a 
controversial, 20-year government 


programme aiming, in part, to shift 
skills, jobs and corporate wealth to 
bumiputras. PNB was formed with the 


into Malaysia Mining Corp. (MMC). 
Through the positioning of Guth- 
rie's plantation interests in Kumpu- 
lan Guthrie (wholly owned by PNB) 
and with a 58.5% stake in Harrisons, 
PNB now owns the two largest rub- 
ber and oil-palm plantation com- 
panies in the world. For its part, 
MMC has no challenger as the globe's 
largest tin-mining conglomerate. 
| PNB’s investment remains heaviest 
in plantations and agriculture (a 
M$1.93 billion stake in 18 com- 
| panies), followed by banking, finance 
and insurance (M$1.26 billion in 10 
companies and “significant” stakes 
in another six firms). PNB has in- 
vested M$985 million in 31 manufac- 
turing companies, with sizable 
minority interests in another 14. 
Property-based companies take ‘up 
a further M$232 million, while a 
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439,610 


2,012,302 21 
1,199,641 308,905 25 
657,868 71,760 10. 


Source: Amanah Sáham Nasional 


CORPORATE-SECTOR SHARE 


OWNERSHIP (1985) 


Malaysian residents 
‘Bumiputra individuals 
Bumiputra trust agencies 
Other Malaysian residents 





Foreign residents | 
Share in Malaysian companies 
Net assets of local branches 


aim of bringing under its control, on 
behalf of bumiputras, a larger portion 
of Malaysia's corporate equity, largely | 
by taking up shares reserved for 


bumiputras in private-sector com- 
panies. Together with its ASN sister, 
which offers an immediate stake in 
bumiputra holdings, PNB has become 
the prestigious — and in some ways the 


most secretive — embodiment of NEP | 


corporate strategy. 

Incorporated in March 1978, PNB 
remains a wholly owned subsidiary of 
a government-capitalised, private 
company called the Bumiputra Invest- 
ment Foundation, which in turn 
emerged in response to two problems 
worrying the government a decade 
ago. First, too many Malays, favoured 
by the reserved, at-par scrip offerings, 

,chose to realise short-term capital 
gains on the back of market prices in- 
variably surging above par. 


comparatively small amount (M$31 
million) has gone into hotel invest- 

;ment. 

., Quoted companies account for 
about 45% of PNB's shareholdings. 
At the beginning of 1984, this re- 
flected an investment of M$1.4 bil- 
lion in shares with a market value of 
M$2.33 billion. The largest, non- 
listed company stake held by PNB re- 
mains in the two companies emerg- 
ing from the Guthrie takeover: Kum- 
pulan Guthrie and Guthrie Hold- 
ing. 

Amanah Saham Nasional (ASN) by 
1983 had become the third-largest 
shareholder of KLSE stocks, holding 
something like 222.6 million shares 
‘with a market valuation more than 
seven times their par value. More 
than two-thirds of ASN's holdings 
are in quoted companies, the biggest 
of which include United Motor 

orks, Batu Kawan, plantation- 
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Source: Mid-term Review, Fourth Malaysian Plan 





SCOREBOARD OF ASN INVESTORS 


No. No. of % 
qualified | investors | participation 
















No. 
qualified 


560,100 
2,087,506 
1,381,667 

618,036 


Second, an exclusively ac- 


for bumiputras seemed neces- 
sary because corporate hold- 
ings were not being transfer- 
red as quickly as the NEP re- 


first problem: individual, 
“free-riding” investors were 
selling out as fast as they 
bought in. In short, “the aim 
of the [PNB-ASN] scheme was 
to provide institutions that 
become the focal point for equity dilu- 
tion and distribution of benefits to the 
broad masses of bumiputras,” as a re- 
cent banking publication here put it 


W 1981, ASN hoped to spread its 
benefits widely by restricting shares to 
a maximum of M$50,000 an individual, 
while the price will remain constant (at 
M$1 a unit) until 1990 to prevent capi- 


tal gains. ASN's drawcard remains its | 


dividends, set above rates of return 
available from commercial-bank sav- 
ings deposits. In recent years, ASN's 
board has declared dividends of 10% 
— offering, in addition, bonuses. 
Musa's observations reopened the 
perennial questions which have dog- 
ged PNB since its inception at a time of 
boundless growth. As one economist 
put it: “Will the reserved shares in pri- 
vate enterprises . .. kept in trust for the 





based Highlands and Lowlands, 
Malayan Banking, the mining-based 
Timah Langat and the property com- 
pany Island & Peninsular Develop- 
ment. According to Haflah Piei, 
30.5% of ASN's holdings are in man- | 
ufacturing, 28.7% in agriculture and 
plantations and 8.6% in finance. By 





quisition-minded trust agency | 


quired, partly because of the | 


hen it began operations in April | 








Malay poor, eventually be sold to them, 
find their way into the hands of a few 
Malay rich, or be retained in the statut- 
ory bodies to sustain the bureaucratic 
control of the economy? 

This question takes on added mean- 
ing in light of government "privatisa- 
tion" policies. Is PNB exempt from 
government determination to divest 
segments of public enterprise, or isitin 
line for some of the pickings? (Privati- 
sation of the Telecommunications De- 
partment, or Telecom, and of the gov- 
ernment-owned Malaysian Airline 
System — MAS — will start next year.) 

Another issue is PNB’s management 
preferences. Should the goyernment’s 
focus remain on ASN payout, bonus 
and participation levels or should 
PNB's pivotal ownership position be 
exploited to ensure better use of local 
resources, transfer of technology and 
greater re-investment in the key indus- 
tries it owns or controls? 

The government shows every sign of 
persisting with the PNB, or ' institu- 
tional,” approach in the absence of a 
strong Malay middle class. Certainly; 
no plans for wholesale divestment of 
PNB or other bumiputra "trust 
agency" assets to individual share- 
holders are likely to emerge soon 
Meanwhile, PNB has a preferential 
place in the queue when Telecom and 
MAS seek private capitalisation 

On the funding side, branches of the 
ruling United Malays National Or- 
ganisation (Umno) at the party's gen- 
eral assembly last year demanded bet- 
ter returns for their funds, urging the 
government to channel at least half of 
Malays Employee Provident Fund 
contributions into the ASN. Umno 
members also demanded that the ASN 
investor age limit be dropped to 16 or 
even to 12 years. 

On the management side 
PNB has displayed a conservative ap- 
proach, preferring to let existing man- 


, Sources say 


the beginning of 1983, the ASN had 
received from PNB investments in 78 
companies of which 52 were listed on 
the KLSE. 

Haflah Piei and other observers 
point out that PNB has not only taken 
reserved shares but has actively in- 
creased, through Malaysianising by 
purchases foreign-owned plant- 
ations and other firms, the overall 
amount of corporate equity — à 
major difference from the original 
*reserved-shares" strategy for 
bumiputra-equity growth. In a recent 
edition of the influential Malay 
newspaper Utusan Malaysia, the 
same analyst also said PNB had pur- 
chased some foreign assets at inflated 
prices, adding to an already-high in- 
visible-payments deficit, He added 
that the still-pending transfer of the 
Guthrie companies could show that 
profits from this acquisition have 
been below expectation. — JAMES CLAD 





agers of profitable concerns remain 
where they are and making few opera- 
tional changes. The profile of major 
firms has become more obviously 
Malay, but in investment decisions 
PNB has not been obtrusive — apart 
from dividend issues that directly af- 
fect ASN payout prospects. 

PNB has enormous advantages over 
normal, run-of-the-mill holding com- 
panies. Asa central NEP instrument, it 
gets first right of refusal when the gov- 
ernment (through the Trade and In- 
dustry Ministry) allocates special, 
bumiputra-reserved shares in new list- 
ings, Special or bonus issues. In addi- 
tion, the government has waived in- 
come tax from PNB and from ASN 
until 1992. Both PNB and ASN have 
wide powers in their articles of associ- 
ation to buy and sell from each other. 

PNB received a huge boost in 1981 
when the government, in a controver- 
sial Scheme of Transfer of Government 
Equity Ownership to Bumiputra 
transferred to PNB, often at par value, 
shares in many government corpora- 
tions. For example, the government 
trading company Perbadanan Na- 
sional Bhd (Pernas — the National 
Corp.) reluctantly said goodbye to as- 
sets reckoned to exceed M$900 million. 
In 1980, PNB's profits stood at just 
M$9.9 million; after the transfer 
scheme, these jumped to M$94 million; 
and after the tax waiver these rose 
higher still — to M$145 million in 1982. 


Ithough PNB has become the prime 

example of that curious Malaysian 
hybrid, the public-sector NEP enter- 
prise, it is by no means a lone operator. 
Bumiputra investment, management, 
trading and consulting corporations 
Started with public capital grew 
enormously in the late 1960s; whereas 
only two out of 47 public enterprises in 
1964 specifically served Malay in- 
terests, 59 of the 103 new public corpo- 
rations or agencies emerging in the fol- 
lowing 10 years existed solely to pro- 
mote Malay economic interests. 

These enterprises generally fall into 
four categories. First, portfolio invest- 
ors, such as the PNB or investment 
funds held by the Muslim Pilgrims 
_ Board or by armed-forces personnel. 
Second, trading corporations with 
significant equity interests in other 
companies — such as Pernas which, 
among other assets, has a stake of 
slightly more than 40% in the United 
Malayan Banking Corp., Malaysia’s 
third-largest commercial bank. 

The third type of bumiputra public 
enterprise mainly provides concessio- 
nary services, infrastructure, training 
or finance, This category embraces the 
stable of Majlis Amanah Rakyat (Mara 
— the Council of Trust for Indigenous 
Peoples) companies ог Bank 
Bumiputra. Into the fourth slot go 
State Economic Development Corpo- 
rations, formed with many of the ob- 
jectives above in mind but aimed at re- 
gional development. п 
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TRANSPORT 


Great drive forward 


China's desire for a sixfold increase in vehicles on its roads 
spurs investment, but promises future traffic problems 


By Mary Lee in Peking 


hina has an ambitious plan to make 

its great leap into the 20th century 
on four wheels. There are only 2 mil- 
lion vehicles in the country today: the 
plan is to have 13 million on the na- 
tion's roads by the year 2000. That 
means an addition of some 730,000 
new vehicles each year for the next 15 
years. The size of the country does not 
reduce the impact of such a rapid 
growth in traffic: a rough compilation 
from quoted statistics indicates that 
last year alone saw a 25% increase in 
the vehicle population. 

As a result, the traffic jam has ar- 
rived in China: city roads are clogged 
with imported sedans, tourist buses 
and trucks while on narrow country 
roads gleaming pick-ups and vans are 
fast replacing the hitherto ubiquitous 
improvised tractor transport. A casual 
glance at any Chinese city or country 
road, however, will reveal that ensur- 
ing smooth and safe traffic flow is not a 
skill China is concerned with right 
now. 

But what may be a nightmare for 
transport planners is a dream-come- 
true for the motor industry. China's 
economic reform and open-door policy 
has created what one newspaper called 
"the golden age ahead for car makers.” 
Said the weekly Chinese magazine 
Outlook: "As one link in the transport 
network, motor vehicles can help short- 
en the time it takes for cargo to go by 
rail and water. The quality of goods 
transported will also be improved as 
losses caused by loading and unload- 
ing can be reduced and packaging 
simplified." 

However, car manufacturing, not 
the production of much-needed goods 
vehicles, is what is leading the four- 





wheeled drive forward and the Volks- 
wagen-Shanghai Autoworks joint 
venture heralds the way. Signed in 
1983 and formally established during 
West German Chancellor Helmut 
Kohl's visit last October, some 1,300 
Santanas, as the cars are called, have 
been assembled. 

Said Fan Lizhen, manager of the 
Volkswagen-Shanghai plant: “The au- 
tomobile market in China is the largest 
in the world. With 1 billion population, 
if we haveone car for every 100 people, 
we will need 10 million cars or 100 mil- 
lion if we are to have one car for every 
10 people. It has been officially esti- 
mated that China will need 600,000 
cars each year between now and the 
year 2000. Volkswagen-Shanghai Au- 
toworks plans to expand its annual 
production to 300,000 in 1995 (three 
times the 1990 target). We'll have to 
cooperate with VW to do that." 


espite the reported raising of 

motor-vehicle production last year 
by 27% to 300,000, another 100,000 
vehicles had to be imported in 1984 to 
help meet demand. This outflow of val- 
uable foreign currency is spurring the 
industry into high gear. Said Fan: “We 
also approached Japanese and American 
car manufacturers, but the West Ger- 
mans and French showed most in- 
terest. The car market in Southeast 
Asia is dominated by Japan. The Unit- 
ed States uses Taiwan and South 
Korea to break into the Asian market. 
The European manufacturers are also 
interested in the Asian market. 
(Peugeot and Fiat signed separate joint 
ventures in Canton and Nanjing re- 
cently to manufacture goods vehicles.) 
The Japanese are now beginning to 
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show some interest but they will not 
want to have a big production capacity 
here . . . more assembly from complete- 
knock-downs than technology trans- 
fer.” 

A senior official at the Bank of China 
in Shanghai told the REVIEW that he 
had personally approached Japan's 
Toyota Motor Co. in 1983 to partici- 
pate in a joint-venture car plant for 
Shanghai. But the Japanese response 
had been negative, offering only to sell 
Japanese-built models at a discount to 
China. “I told Toyota that after several 
years have passed, you will not see any 
Toyotas in Shanghai — only VWs,” the 
official commented. 

The dilemma for the Shanghai au- 
thorities was to find a foreign 
motor manufacturer who would give 
them reasonably modern technology 
for a joint-venture automobile plant. 
This is understood to have been the 
main sticking point in negotiations 
with the Japanese. The VW Santana 


does not embody the very latest tech- | 


nology and by the time the Shanghai 
model comes onstream, the model will 
be even more dated. However, it is 
probably the best deal the Chinese 
could get. "The biggest problem gor 
joint ventures is that the foreign 
partners want to sell in the Chinese 
market but Chinese enterprises want 
to export," one Chinese source in 
Shanghai told the REVIEW. But both 
sides obviously reached an acceptable 
compromise in the Santana venture. 

The Santana joint venture has com- 
mitted Volkswagen to a Dm 500 mil- 
lion (US$159.2 million) investment. 
(The Chinese say that Rmb 380 million 
[US$133.8 million] will be invested in 
the first stage to retool the Shanghai 
plant.) The plan is to build the Santana 
body in China by 1988. From 1989, Fan 
said, the Baoshan steel works will sup- 
ply VW-Shanghai with steel plate. 
There will eventually be four work- 
shops for press, painting, body and as- 
sembly. The old Shanghai Autoworks 
site will be turned into an engine fac- 
tory which will produce 100,000 units 
a year by 1990. 

This will enable the joint venture to 


FAR EASTERN ECONOMIC REVIEW e 23 MAY 1985 





his unit or 
wei") can pay cash 
or place an order in 
advance. The vehi- 
cles are then col- 
lected at the factory 
(it acts as the agent 
for six factories). 
Most customers are 
collectives, while 
peasants account 
for 20%, buying 
mostly trucks. Ten 
Peking residents — 
self-employed 
workers — report- 
edly spent Rmb 








produce 30,000 Santanas for export — 
a source of foreign exchange for VW. 
The price will be low because it will be 
a very simple model, with few acces- 
sories. Fan readily admits this will not 


earn enough foreign exchange for VW, | 


“So we will have to export other things 
like dyes,” he said. “By 1990, we hope 
to rationalise production — 80% of 
parts will*be produced in China, in- 
cluding radio, tyres, glass and engines. 





Parts which have to be imported will | 
be plastic parts — bumper bars, instru- | 


ment panels — and others which we 
cannot produce for another 10 years," 
Fan added. 


est German sources in Peking deny 

that the Santana was an unsuccess- 
ful model in Western Europe and that 
the joint venture with Shanghai saved 
the West German plant. What is unde- 
niable, however, is China's enthusiasm 
for the technology transfer facilitated 


| by this joint venture. The Shanghai car 


which the autoworks now produces — 


80,000 each on cars. 

As of June 1984, China had 88 motor 
plants. According to press reports, not 
all are as well-planned as the Santana 


factory. Economic Daily commented 


that "some enterprises had begum 
negotiations with foreign firms to as- 
semble and sell their vehicles in China 
without provisions concerning domes- 
tic-content ratios or technology trans- 
fers" and called this "another unheal- 
thy trend" (in addition to inefficieney 
and poor quality owing to the small 
scale of production) 

The newspaper said that one-third 
of trucks operated by peasants were 
obsolete fuel guzzlers. Consequently; 


| the State Council has allocated 70% of 


from 20-year-old technology — will be | 
scrapped next year. "We may use the | 


Shanghai car equipment asinvestment | 


with some other factories that may 
want to continue to make the car," said 
Fan. *We will continue to make parts 


| for Shanghai cars," he added. 


The Shanghai car now sells for Rmb 
25,000. The Santana — sold mostly in 
Peking and Shanghai and boasting the 
People's Liberation Army among its 
main customers sells for Rmb 
40,000, which is comparable to the 





price of an imported Japanese car be- | 


fore tax. 
To stimulate vehicle production, the 


government has set up six car trade | 
centres throughout the country. Vehi- | 


cle manufactures sell their surplus 
production in these centres, at market 
prices rather than at. government- 
fixed prices. Peking's autotrade centre, 
which opened in March 1984, reported 
that in one month, Rmb 35 million of 
trucks, minibuses, tour coaches and 
cars from Japan, Italy, France, Poland, 
East Germany, Czechoslovakia and the 
Soviet Union were sold. 

The centre's manager, Xu Jinghu 





16,500 new trucks to be supplied to the 
countryside this year to rural transport 
cooperatives. The rest will be sold to 
individual farmers 

The road construction programme — 
particularly in cities — will hardly be 
able to keep pace with the vehicle ex- 
plosion. The central government says 
that 20,000 km of new highways will 
be built this year and another 30,000 
km of narrow roads widened. The plan 
is to add some 70,000 km of new roads 
by 1990, bringing the total to more 
than 1 million km. No breakdown has 
been given on what portion of the road 
building will be in cities, but it would 
be safe to guess that this will only bea 
minor portion 

Chinese officials confidently main- 
tain that there is enough petroleum in 
the domestic pipeline to fuel this fours 
wheeled modernisation drive — much 
will be saved by replacing old fuel 


guzzlers with much more economical | 


new models 

Meanwhile, the inability of local 
motor-vehicle factories to meet de- 
mand has created opportunity for un= 
authorised trading. Danweis sell their 
quotas to others, often at a vast profit: 
This can result in the same cars being 
sold and resold on paper many times 
over. The Liberation Daily reported re- 
cently that car dealing frauds involv- 
ing Rmb 4 million had been exposed by 
the authorities. Twenty companies in 


| eight provinces were involved in deliv- 


| ery of “mythical Fiats” 


it said 


n 
75 


a] : nyon | 
of need (provided by 
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Моге aid, tighter st strings 


+ Western donors have promised significant new lending 


ч to Pakistan — with both good and bad implications 


5 ` By Mohammed Aftab in Islamabad 


^ akistan has won more breathing 
; space in its battle against economic 
difficulties. A Western aid consortium, 
‘meeting in Paris on 6-7 May, has 
— pledged a record US$2.1 billion in as- 
sistance to the country for fiscal 1986, 
starting 1 July 1985. The consortium's 
decision drew both praise and criti- 
cism: praise, because the aid package 
will finance a bigger development pro- 
- gramme and the import of sorely 
- needed industrial raw materials and 
- commodities; criticism, because it 
_ means that Islamabad will have to 
| adhere to conditionalilty rules, with 
their often harsh economic and social 
_ implications — and because the coun- 
‘try’s foreign indebtedness will grow 
from the present US$12 billion to 
_ US$16-17 billion in the next three years. 
The US$2.1 billion of pledges are 
15% higher than fiscal 1985's US$1.82 
billion offering. Pakistan had asked 
for only US$1.8 billion for 1986. But in 
addition to this amount, two sectoral 
loans for industry and agriculture are 
being finalised with the World Bank. 
e bank has indicated its willingness, 
“subject to negotiations, to fund the two 
loans, which have now been included 
_ in the bank's enlarged pledge. That 
— makes the bank the biggest donor for 
—— 1986, with a US$850 million contribu- 
i _ tion, against US$683 million in 1985. 
A. Other key contributors for 1986 in- 
"elude the Manila-based Asian Deve- 
lopment Bank, the United States, 
_ Japan, Canada, West Germany, Bri- 
` tain and Italy among a total of 24 coun- 
tries and international institutions 
Which attended the Paris Club meet- 
ing. 
— “We are delighted that the consor- 
tium has responded to our genuine 
concerns and raised the proportion of 
non-project commodity assistance, 
which comes in a very flexible and 
quick-disbursing form, to US$630 mil- 
lion — an increase of 64%,” said 
B: Mahbubul Haq, Minister for Finance 
_ and Planning in the newly installed 
& civilian government. The Paris Club 
| Concession on this request will help 
improve net inflows, increase flexibil- 
ity in budgeting, and stabilise foreign 
assistance. The package will be re- 
0 flected in the national budget for fiscal 
1986 which is due to be unveiled on 23 
May. The budget will be the acid test of 
what Prime Minister Mohammed 
Khan Junejo and Haq have in store for 
Pakistanis who are slowly emerging 
from eight years of martial law. 
The cooperation between the donors 
and Islamabad will help step up utili- 
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is utilised effectively” is required. 

The donors want Pakistan to deregu- 
late the economy as far as possible and 
dismantle its draconian controls, pro- 
vide incentives to private business, 
operate state enterprises more along 
commercial lines, reform the rigid tax 
system, and reduce farm 
subsidies. A number of 
these steps may lead to in- 
creased consumer prices 
for some goods and ser- 
vices, along with new 
consumption taxes, as 
well as breaking the 
bureaucratic strangle- 
hold over the vast state 
sector — and a belt tight- 
ening all round. “The bil- 
lion dollar question is: 
How far Junejo, still new 
on the job, and his power 
base fragile, can go along 
this line?" said a senior 
aid official in Islamabad. 

Junejo, a moderate and 
cautious politician, may 
follow the prescription 
perhaps gradually. 
The pace will beset in the 
forthcoming budget. The 
237-member National 
Assembly, which will 
discuss the national 
budget for the first time 
in eight years (the assem- 











sation of a US$4.8 billion backlog in 
the aid pipeline (of which US$4.46 bil- 
lion is for specific projects). Lack of 
domestic resources and slow donor ac- 


tion on projects have, in the past, 
caused agreed aid to flow at only a 
trickle. The new project aid of US$1.47 
billion together with the US$630 mil- 
lion for commodities, is considered a 
fairly good package in the present state 
of slowing international assistance. 
The consortium will contribute an ad- 
ditional US$200 million for humanita- 
rian relief for 3 million Afghan re- 
fugees who have crossed into Pakistan 








since the Soviet invasion of Afghanis- | 


tan in December 1979. 


he Paris meeting suggested that 
Islamabad should undertake a sub- 


stantial domestic resource mobilisa- | 


tion programme to help foot the bill for 
its development finance needs, govern- 
ment spending, and improvement of 
the badly neglected social sector — 
particularly education and health. 
Substantial investment is required to 
overcome the massive energy shortage 
as well as to build infrastructure for ir- 
rigation, rural roads, village electrifi- 
cation, communications, health and 
primary education. “Further progress 
in structural adjustment and resource 
mobilisation will be vital to the econ- 
omy's ability to sustain rapid growth 
in the medium term," said the consor- 


bly was disbanded by 
President Zia-ul Haq's martial-law 
administration in July 1977, and 
the advisory council he nominated 
three years ago was powerless on 
budgetary matters), may have its own 
ideas. 

Sceptics, however, point out that 
with more than 74% of the internal-re- 
venue budget committed to defence, 
debt servicing and subsidies — a pat- 
tern which is not going to change im- 
mediately — the assembly may have 
little choice in going along with what 
the administration lays down. Rumbl- 
ings are growing in the opposition 
camp at the World Bank formula, and 


| the donors' prescription. There is no 





point in discussing the economy or the 
budget, as Pakistan's aid donors have 
already laid down everything, said Mu- 
bashir Hassan, a former finance minis- 
ter from the pre-martial law period. 
But, government economists are op- 
timistic. The gross domestic product is 
projected to grow by 6% in fiscal 1986. 
The farm sector is expected to expand 
4%, and industrial output by 10%. The 
government's development spending 
will be more than US$2 billion while 
private business will invest a little 
more: The government vows to adopt 
"a cautious monetary policy,” and says 
that deficit financing will be kept to 
1.2% of GDP — a vow which in the 
past has been more often broken then 
kept. п 
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Fu-dogs, 19th century China. Stylized lions often placed at the entrance of homes or sacred buildings 
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The art of personal banking. 


How Irving Trust meets the special 
needs of individuals who command 
significant wealth. 


Our purpose is to help our clients preserve, use and enhance 
their wealth. Discreetly and effectively. 

To achieve this goal, we bring the resources of a major interna- 
tional bank, which has served individuals of means for more than 
130 years. 

Our method is to practice the art of personal financial manage- 
ment, as well as the science. Which means that we recognize the 
individual needs of each client, then orchestrate a wide range о! 
products and services to meet those needs. In personal banking, 
investment management and fiduciary services. 

For your convenience, we have offices in Hong Kong, Mel- 
bourne, Singapore, Taipei, Tokyo, London and New York 


Irving Trust 
Unique. Worldwide. 








Г here are lots of potential users for a dedicated 
communications network. Such as railways, 
offshore companies, mining operations, oil/gas 

producers and power companies. 

The problem is that no one has been able to de- 
liver a really complete dedicated network. Until now. 
A Nokia dedicated communications network 
gives you everything you need. Voice communications. 
Data communications. Telecontrol. Video communi- 
cations. All from a single supplier who delivers every- 
thing from planning, analysis and implementation to 

network operation and maintenance. 
Technologically, we're years ahead of the compe- 
tition. We firmly intend to stay there. 


Our dedicated networks combine advanced digital 
technology with branching facilities that permit 
total utilization of сого capacity. Which means 
cost- -effective operations 24hoursa day. And every one 
of the components in our networks is in service today. 

Nokia networks are also future-proof. Standard 
interfaces and highly modular design enable us to 
deliver networks that can be adapted and modified 
to meet changing needs, year after year. 

We can run any type of link, such as cables, op- 
tic fibers or digital radio. You get full data commu- 
nications—not to mention video де, telefax, teletex, 
electronic mail and virtually anything else in the 
modern communications environment. Including 





the world’s most advanced mobile telephone. 

Nokia networks are built for controlled growth. 
Start with the system you need today, and expand 
it as conditions change. The system grows to fit your 
needs—not vice versa. 

WHO IS NOKIA? 

We're a Fortune 500 company and one of the 
leading industrial groups in Scandinavia. Nokia 
employs 30,000 people worldwide and has an 
annual turnover of USD 1.7 billion. 

Our state-of-the-art expertise ranges from infor- 
mation systems and dedicated networks to public 
and mobile telephone systems. 

We pioneered digital transmission in the late 


1960s, and in 1982 we installed the first fully dig- 
ital local exchange in Europe. 

Our customers have specific problems that de- 
mand specific solutions. Like the systems we ve 
designed over the past two decades in more than 


35 countries, including Hong Kong, Singapore, In- 
donesia and the People's Republic of China. 

So if telecommunications is one of your top 
priorities, give us a call. We've got the answer 


NOKIA 


NOKIA CORPORATION. 541 ORCHARD ROAD # 0901. LiAT T 
SINGAPORE 0923. TEL. 733-8922. TELEX RS50160 N 
ASK FOR DIRECTOR OLLI KOKKONEN 





hen Nixdorf decided to move 

into the Asian market, we 
decided to put down roots the way a 
banyan tree does. 

Once it’s established, not even an 
earthquake can shake it loose from its 
holdfast. 

And Nixdorf is established here, 
strongly. We've built offices, pro- 
duction facilities, and technology 
centers here. We've put permanent 
staffs of experts in place here, to 
serve our customers in Southeast 
Asia and the Far East. 





We've designed special architec- 
ture for our computer systems, and 
built special software designed for 
people who do business in this 
market. We've made an enormous 
investment. And that investment 
grows every day. So, if you're looking 
for a computer company that your 
company can grow with, take a close 
look at Nixdorf. 

Meet with our local people in sales, 
in support, in hardware, in program- 
ming, in training, in field engineering, 
and in manufacture. Talk to them 





about the problems you face in your 
business, and ask them what they 
have developed in terms of concrete 
solutions to those problems. 

Solutions that were created for your 
particular business problems, not sol- 
utions that were created for others 
someplace else, and then ineptly 
"adapted" to your needs. 

At Nixdorf, we made the commit- 
ment to design systems to satisfy 
Asian requirements. The computer 
architecture we bring to you was 
built for your applications. 


When we say 
we're here to stay 
we really mean it 


The software speaks your language, 
for your needs, in your unique 
marketplace. 

No other computer company any- 
where in the world can offer you this. 

Fortunately, you don’t need another 
computer company. You have Nixdorf. 
Grow with us. We're here to stay. 

Nixdorf Computer (S) Pte. Ltd. 
Regional Office Asia Pacific 
%+07-01 NOL Building 
456 Alexandra Road 
Singapore, 0511 – Tel.: 2 74 1100 
Telex: RS 55700 NIXREG 





Australia, Telephone (02) 4 39 54 77 
Hong Kong, Telephone (05) 20 22 22 
Indonesia, Telephone (021) 51 49 16 
Japan, Telephone (03) 4 40 03 51 
Korea, Telephone (02) 7 35 01 31 
Malaysia, Telephone (03) 66 03 62 
New Zealand, Telephone (09) 39 98 66 
Sri Lanka, Telephone (01) 57 55 45 
Thailand, Telephone (02) 2 35 33 12 
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DID YOUR 


COMPANY 
MAKE THE 
‘REVIEW 600? 


One of the best ways to mea- | 
sure the dynamic quality of a 
publication is to examine the 
quantity and quality of the ad 
vertising pages it carries. Last | 
year, when many publications 
were struggling to maintain 
advertising volume, the R« 





view carried more advertising 
than at any time in its 39-year 
history 

More than 600 companies 





from every corner of the globe 
selected the Far Eastern Eco 
nomic Review to promote theit 
message representing 
major category of industry in 
cluding banking & finance, | 
travel, high technology, con 
struction & engineering, li 
quor, office equipment, luxury 
products and many, man 
more 


every 


As the world’s premier publi 
cation on Asian affairs, the 
Review delivers top decisio: 
makers in business, industry 
government and the profes 
sions more 
than any other publication in 
Asia 


cost effectively 





To reach the elite, join the elit 
by advertising in the Far East 
ern Economic Review and join 
the Review 600 





For a composite of every ad 
vertisement carried write, on 


your company letterhead, to 


Ms. Elaine Goodwit 
General Sales Manager 
Far Eastern Economic Review Ltd 
GPO Box 160, Hong Kong 
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Benson & Hedaes 
Special Filter 


The worlds finest taste in cigarettes 





GOOD VIBRATIONS 


From phonograph to stereo to laser disc, the development 
of the “Hi-Fi” has been nothing short of extraordinary. 
And whom should a manufacturer call when shipping such 
complex and delicate products to Europe? Sc anDutch. 
We're known for the kind of painstaking, meticuk yusly care 
ful container transport so essential for audio equipment. 


Our Stowage Advisors are skilled professionals, 
vessels fully state-of-the-art. And, of course, 
speaks for itself - a claims ratio so low as to be virt 


significant. Get the kind of transport that produces good 
vibrations for you and your customers. Call ScanDutch 


ScanDutch © 
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This little Peugeot packs 


a lion’s\heart. 


A new shape— young and sporty. 
But don't be taken in; it's every 
bita Peugeot. Retaining Peugeot's 
exacting standards of comfort, 
strength and reliability. Plus a 
powerful 1360cc engine that gives 
this little lion teeth; and excellent 
roadholding that will show 

the others who's King of the Road. 


H PEUGEOT 205 
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like the real thing 


Taiwan decides that imitation is not flattery but crime, 
and begins to revise its laws accordingly 


By Carl Goldstein in Taipei 


he recent conviction of the manager 

of a Taipei computer firm for vio- 
lating the copyright on a key compo- 
nent of the IBM PC minicomputer (and 
the one-year sentence that went with 
the conviction) is one sign of Taiwan's 
growing efforts to crack down on the 
rampant production of fake goods 
which has given the island a reputation 
as a counterfeiters’ haven. 

Pending revisions of copyright, 
trademark and patent-infringement 
legislation promise to strengthen en- 
forcers' hands — and they will proba- 
bly provide some encouragement to 
foreign investors who have been hurt 
by counterfeiting. “The government's 
commitment on this issue is absolute,” 
said Barry Lennon, general manager of 
IBM Taiwan Corp., which last year 
shipped US$312 million worth of com- 
ponents from its local subcontractors. 

Other. foreign businessmen and 
trade analysts paint a less rosy picture. 
They point to remaining problems such 
as lobbying pressure by some export- 
ers who might be hurt by tighter con- 
trols, doubts over whether enforce- 
ment will be strict enough, and the dif- 
ficulty of coordinating the bureaucra- 
tic machinery necessary to solve the 
problem. But all agree there has been 
progress in the past two years, particu- 
larly since the January 1983 revision of 
the Trademark Law, which increased 
the maximum prison term to five years 
from three. 

Since then, the government has es- 
tablished an anti-counterfeiting task 
. force within the Ministry of Economic 

Affairs (MoEA) and has begun draw- 
ing up tougher legislation to protect 
copyright and trademarks. Also a pri- 
vate industry group — the National 
Anti-Counterfeiting Committee — was 
organised to conduct public-aware- 
ness campaigns and work with inter- 
national agencies concerned with the 
problem of fake goods. 

Thus, the authorities were stung by a 
September 1984 article in Life 
magazine which depicted Taiwan as 
the world’s leading counterfeiter. The 
magazine cited a 1982 United States 
International Trade Commission study 
which showed that US businesses had 
lost sales of US$6-8 billion worldwide 
and 130,000 people had lost their jobs 
due to counterfeits. Although Life neg- 
lected to mention that not all of this 
could be attributed to Taiwan, the re- 
ality, according to the study, was bad 
enough: 60% of these counterfeits 
were said to have originated in 
Taiwan. (The most-copied items were 
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garments, sporting goods, car parts, 
cosmetics, toys and watches.) 


Taiwan's incentive to act went 
beyond concern for its international 
reputation. Angered by a trade deficit 
with Taiwan of US$9.8 billion in 1984, 
the US Congress included in the Trade 
and Tariff Act of 1984 tough retaliat- 
ory measures which may be taken 
against any country deemed not to be 
moving fast enough to protect intellec- 
tual-property rights. 


aiwan potentially could lose bene- 

fits enjoyed under the US General- 
ised System of Preferences — last 
year it was the chief beneficiary, with 
exports worth US$3 billion gaining 
exemptions from import duties — if 
the US Trade Representative's office, 
in its annual report to Congress, gives a 
less-than-positive assessment of pro- 
gress made. 

The congressional measure was 
meant to exert some pressure. A 
foreign-trade analyst gave a guarded 
assessment of Taiwan's prospects of 
avoiding sanctions: "The mood of the 
Congress remains very negative," he 
said. “We still have to see what kind of 
bills actually are passed, and how 
strictly they're enforced." 

There are other good reasons for 
Taiwan to clean up counterfeiting. If 





form its labour-intensive economy to 
one based on technology-intensive in- 
dustries. Taiwan's reputation as à 
haven for counterfeiters has already 
discouraged some foreign companies 
from investing here. Research and 
development by local firms, especially 
those involved in the booming infor- 
mation industry, have 
also been held back by 
the well-founded feat 
of seeing the fruits of 
stolen by their com- 
petitors 

A revision of the 
Copyright Law now 
before the Legislative 
Yuan will explicitly 
protect software for 
the first time 
provides for increased 
compensation for 
damages and gives 
foreign companies 
easier access to the 
courts. Final passage 
is expected by the end’ 
of the current session 
in July 

Other proposed ac- 
tions include a revised 
trademark law, which 
would increase mini- 
mum compensation 
levels and provide 
for mandatory prison 
terms for repeated of- 
fenders, and a new 
Fair Trade Law, which 
would prohibit unauthorised copies of 
packages or trademarks. A revision of 
the patent law is also being considered 
by the MoEA, but disputes over the in- 
clusion of chemicals and pharmaceuti- 
cals have held up action 

The Board of Foreign Trade is con- 
sidering new export regulations which 
would require inspection of outgoing 
products to ensure that there has been 
no trademark infringement. A draft of 
the new rules includes a six-month 
suspension of import or export 
privileges as a penalty 

One measure of the progress that 
Taiwan has made in dealing with its 
counterfeiting problem can be seen in 
the rising number of convictions of 
copyright, trademark and patent in- 
fringers: there were 521 convictions in 
1984, compared to 344 the year before, 
and 261 in 1982. Judges are also impos- 
ing heavier sentences 

Amid concern over the time most in- 
fringement cases take to make it 
through the courts, the bills under con- 
sideration contain provisions which 
would allow the establishment of spe- 
cial courts for counterfeit ing cases. An 
official of the Judicial Yuan, whieh 
oversees Taiwan's court system, res 
vealed some judges were receiving ins 
struction in technical and legal aspects 
of the counterfeiting problem п 
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hill struggle. 


` hunter, said his business has 


past five years and now handles 


А Foreign head-hunters, 
| business mainly involves raiding 
_ Japanese companies on be- 


E 
: chest. However, Mike 
J tional Consulting Services 


pany decided to open a 


al, 


hunter, said it still finds it- 


- scratch” most of the time 
- when US clients ask it to 


refer to a well-stocked 





The art of th 


3 y Japanese companies are increasingly making use of 
. executive-search firms to recruit skilled personnel 


By Charles Smith in Tokyo 


apan may be the most conservative 
country in the world when it comes 
to changing jobs, but more of the 


bó -younger generation of salarymen 


working for big companies are finding 
that staying with the same employer 
may be a recipe for frustration and dis- 
appointment — if not premature re- 
tirement. This is why executive search 
companies — otherwise known as 


- head-hunters — are enjoying a discreet 


boom in Tokyo, after years of up- 


Seiro Takehara, the founder and 
resident of IMCA which claims to 
Je the largest indigenous head- 


‘grown by 30% annually for the 


"about 500 placements a year. 
whose 


half of United States or 
European clients, tend to 
1 their cards closer to 


tockford of PA Interna- 


Said that things began 
moving” five years ago, 
wo years after his com- 


"Tokyo office. 
Korn/Ferry Internation- 
the big US head- 






self “starting from 


ocate a Japanese en- 
gineer or marketing man 
— whereas in most others 
would be able to 


file of career resumes. 
Even so, the message seems 
to be getting through that 


— working for a foreign company can 
E ‘mean more responsibility and a 


later retirement date, said Paul 
Draughn, the company’s Tokyo man- 
ager. 

Claims by head-hunters that Japan- 
ese salarymen are becoming more 
mobile are backed by Ministry of 
Labour (MoL) figures which show 
18,534 senior managers of Japanese 
companies registering as job appli- 
cants with  executive-employment 
agencies at some time during 1983, up 
from 9,206 in 1979. The MoL figures 
also show that technicians, too, are be- 
coming footloose, though not quite in 
the same numbers as managers. At the 


т 





епа of the 1983 fiscal year (ending 
March 1984) some 45 companies regis- 
tered with the MoL as executive- 
search organisations had 8,764 techni- 
cians on their books. Four years ear- 
lier, the number was only 4,117. 

One reason Japanese businessmen 
are starting to shop around for career 
advancement would seem to be that 
promotion within even the largest and 
most successful companies is by no 















... AND THE SIZE OF THE BAG 


Managers 
Sought 
Found 


Technicians 
Sought 
Found 

Notes: Vacancies for managers and technicians listed with, or filled 


by, executive search firms. Years are fiscal years ending 31 March 
Source: Ministry of Labour. 


means as automatic as it was in days of 
ultra-rapid economic growth. Accord- 
ing to Keiske Yawata, a former senior 
manager at National Electric Corp. 
(NEC) who was recruited in 1984 to be 
president of LSI Logic Japan, this is 
because many companies indulged in 
over-hiring during the mid-1970s and 
early 1980s. 


awata estimated that the top five 

Japanese electronics companies 
each hired an average of 700 new grad- 
uates a year during the decade ending 
in 1984, with the result that they are 
now heavily oversupplied with talent 
in the 25-35 age group. Young or mid- 









careers now face a "dismal" situation, 
Yawata said. But he admitted that leav- 
ing a big company to further one's 
career is still a difficult and dangerous 
option for most young businessmen. 

A factor inhibiting faster job move- 
ment is the extreme pressure applied 
by companies on graduate employees 
not to move. Yawata says he knows of 
one personnel division chief at a big 
company who reacted to the resigna- 
tion of a middle-ranking executive by 
threatening never again to hire anyone 
from the university from which the 
man had graduated. In his own case, 
Yawata said he had to make three at- 
tempts before finally winning NEC's 
consent to his departure. Failure to se- 
cure the company's understanding, if 
not blessing, could have meant 
that NEC might have tried to 
wreck LSI Logic’s chances of 
doing business in Japan. At the 
very least, Yawata could have 
found himself cut off from busi- 
ness friends and colleagues — a 
serious bar to success in his new 
post. 

Yawata believes that the reluc- 
tance of big Japanese companies 
to allow employees to leave 
is linked to the closed na- 
ture of the Japanese busi- 
ness world. Big Japanese 
companies, he argued, are 
extremely secretive to- 
wards the outside world, 
though knowledge is 
widely disseminated inside 
a company — a fact which 
places a premium on em- 
ployee loyalty. Yawata 
says that new NEC em- 
ployees are required to sign 
a blank sheet of paper 
when they join the com- 
pany as a symbol of the in- 
dividual's submission to 
the organisation. He 
doubts however, whether 
employee loyalty to big 
companies is fully recipro- 
cated — especially now 
that some executives can 
find themselves participat- 
ing in "voluntary retire- 
ment schemes" well before the age of 50. 

The ironic point about the Japan- 
ese employer's insistence on loyalty 
is that the same organisations may be 
raiding rivals for people with special- 
ised skills. IMCA's Takehara says 70% 
of his clients are Japanese companies 
which are trying to attract skilled en- 
gineers, finance men or marketing spe- 
cialists away from competitors, while 
only 30% are foreign. (Before the first 
oil shock these ratios were in reverse.) 
In order to avoid conflicts of inter- 
est, Takehara said he has to draw a 
striet dividing line between com- 
panies on behalf of which he is рге- 
pared to recruit staff and companies 
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We can n help you package — 
that international trade deal. 


“Sometimes, making the sale is 
the easiest part of an export trans- 
action, and you need an 
innovative banker who can see 
beyond the problems of 

trade financing to make the deal 

a success.” 

Paul Lachausse, 

First Vice President 
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If you're getting involved in inter- 
national trade, you'd better 

do your homework. It's not always 
easy-but it's a lot easier than 
trying to salvage whatever's left 
over if the transaction runs 

into trouble with another country's 
import/export restrictions, 
payment practices, currency pro- 
blems, etc. It helps to have an 
experienced international banker 
on your side. Not only for 

advice on the mechanics of the 
transaction, but to work 

out creative, overall solutions to 
complex problems. With our 
international tradition and our home 
base in multilingual Switzer- 

land, we've helped put the finishing 
touches on a lot of trade 

packages over the years. This may 7 
be why our customers keep i 
coming back. Because they tend 3 
to do their homework, too. 7 





Swiss Bank Corporatic 1 
Schweizerischer Bankverein - i 
Société de Banque Suisse И 


The key Swiss bank 







General Management in CH-4002 Basie, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland Worldwide 
network (branches, subsidiaries and representatives): Europe: Edinburgh, London, Luxembourg, Madrid, Manchester, Monte Carlo, Paris North America: 
Atlanta, Calgary, Chicago, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogotá, Buenos Aires, Caracas, 
Lima, Mexico, Panama, Rio de Janeiro, Sáo Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. Africa: Johannesburg. 


Asia: Hong Kong, Singapore, Tokyo. Australia: Melbourne, Sydney. i 
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hunting grounds, but other sources 
suggested to the REVIEW that Sanyo 
and Mitsubishi Electric have both been 
heavily raided in the past few years 
(not necessarily by IMCA) for graduate 
engineers. In some cases, entire re- 
search sections have been lured away 
by rivals, the sources said, causing 
serious long-term damage to the com- 
panies they were leaving. 

Given the sensitivities surrounding 
job change it is not surprising that 
most successful head-hunters have 
found that they have had to develop 
techniques which are peculiarto Japan 
for locating potential "heads" and for 
capturing them once they have been 
found. PA's Stockford said that it is 


Takehara declines to name any i 








man rato 5 beet singled out as a can- 
didate, rather than to approach him di- 
rectly. 

Once the man hasshown interest, the 
head-hunter must be prepared to go to 
exceptional lengths to “nurse” him 
through the transition period. Some 
head hunts have failed at the last mo- 
ment because the man concerned sim- 
ply could not bring himself to write a 
letter of resignation to his employer. 
Consequently, PA makes writing res- 
ignation letters a routine part of its ser- 
vice for the men it places in new jobs. 

A problem that crops up regularly in 
the assessment of Japanese executives 
is that very few have any experience of 
being interviewed. Stockford's com- 








n sepa- 
rate interviews, with Briority usually 
being given to the judgement of the Ja- 
panese interviewing staff. Even Japan- 
ese interviewers, however, can fail to 
come up with correct judgements on 
executives whose work experiences 
consist mainly of being members of 
teams and who are unused to project- 
ing themselves as individuals. 

Stockford sees no easy solution to 
this particular problem nor to many of 
the other hazards facing the Japanese 
head-hunter, but there is a silver lining 
to the cloud. By making a living stalk- 
ing heads, he and his kind have proba- 
bly gained more experience of the Ja- 
panese corporate jungle than almost 
any other foreign businessman. п 





ECONOMIC RELATIONS 


Pacific's flying geese 


Asian countries like the idea of a regional community, 
but are working slowly towards its establishment 


By Derek Davies in Seoul 

hile a healthy majority of the 

countries rimming the Pacific 
have staged dramatic recoveries from 
the after-effects of the second oil crisis 
and the resulting global recession, the 
cause of establishing a Pacific commu- 
nity is crawling along at a positively 
European rate. This may be no bad 
thing: instead of the rich industrialised 
countries setting a pace which creates 
worries and suspicions among their 
smaller, less-developed neighbours, 
Asean is today calling the tune. 

At the Fourth Pacific Economic Co- 
operation Conference (PECC) held in 
Seoul in early May, immediately be- 
fore the Bonn Summit of leading in- 
dustrial nations, it became plain that 
most of the delegates had come to 
terms with the fact that a Pacific com- 
munity must grow by a process of 
accretion. 

It will slowly move forward through 
a morass of research, interchange, 
study groups, task forces and confer- 
ences, achieving “consensus positions” 
on a wide range of complicated issues, 
while setting up ad hoc groups and 
forums whenever possible in the hope 
that this process of Indonesian-style 
musjawarat will ultimately reach the 
stage where a community can be 
founded (though whether that commu- 
nity will ever be established as yet 
another international bureaucracy is 
still, triumphantly, in doubt). 

The Seoul conference was a tri-par- 
tite (officials, private-sector business- 
men and academics) meeting of repre- 
sentatives from Asean, Australia, 
Canada, Japan, South Korea, New 
Zealand, the United States and the 
South Pacific. It met to discuss the re- 


ports of five task forces established at 
the third conference in Bali in 1983 on 
trade policy and negotiations; fisheries 
and other renewable resources; miner- 
als and energy, direct investment and 
technology transfer, and capital flows. 
The recommendations were mainly 
predictable. It was agreed that there 
were needs for more training ex- 
changes in fisheries, a study group on 
livestock and feedgrains, research into 
forest-product trade, for a forum on 
minerals and energy, for more dialogue 
between business and government on 
investment and for official reinforce- 
ment of efforts by multinational agen- 
cies in encouraging financial flows. 
These areas were allocated to PECC 
task forces or study groups for further 
research and recommendations. 


ost attention was paid to trade. All 

delegates were against protec- 
tionism in principle, though an effort 
to pass a resolution which would have 
called on the Bonn Economic Summit 
to arrange for a new round of General 
Agreement on Tariffs and Trade nego- 
tiations dedicated to removing the bar- 
riers to trade was rejected. Such a di- 
rect move would have been counter to 
the conference's oblique approach; in- 
stead it decided to work towards a con- 
sensus position on issues of priority im- 
port to Pacific countries at the next 
Gatt round (including the removal of 
restrictions on trade in both labour-in- 
tensive and technology-intensive pro- 
ducts, on the region's commodities and 
on services plus various alternatives to 
protectionism such as more liberal 
solutions for subsidy-countervailing 
duties and structural adjustments). 


FOREIGN PRESS CENTRE-JAPAN 


Okita: vision. 





It was generally felt that the Pacific 
region itself could set an example to re- 
verse the current trend towards pro- 
tectionism, though the Gatt could 
achieve much if the concerns of both 
rich and poor nations were addressed. 
These views were to be transmitted to 
those going to Bonn while the various 
PECC national committees were in- 
vited to take up the matter with their 
governments and to initiate dialogues. 

Despite this gradualist approach, 
Asean reservations were expressed, 
particularly on the part of Singapore 
and the Philippines. Philippine Dep- 
uty Minister of Trade and Industry 
Jose Leviste insisted on reiterating the 
"persisting doubts and misgivings" of 
the region's developing countries, ar- 
guing that much remained to be done 
in generating the political will toward 
Pacific regional cooperation, pushing 
for even more experimental ap- 
proaches in specific areas to provide 
barometers for initiatives. He repeated 
that economic disparities demanded 
that any arrangements must “avoi 
domination and possible exploitatióh 
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“The strength and stability of the National 
Westminster Bank Group are considerable by 
any standards" Lord Boardman, Chairman, 

National Westminster Bank Group 


© In 1984, National Westminster Bank made record . 
profits and strengthened its positionasaleading = 
International Financial Services Group with International 
Banking Division enhancing its reputation as a significant 


provider of finance to major corporate customers 
worldwide. 


@ The significance ofthe Bank's involvement in the 
international financial markets is illustrated by the size of 
our foreign currency asset base in the London : 
Eurocurrency Markets. Currency assets now exceed the 
equivalent of £25 billion, a figure indicative of our standing 
amongst the world’s largest financial institutions. 


© The satisfactory conclusion ofthe Government's 

is nius on the future of Hong Kong was particularly 
weicome. Our operations in Hong Kong are well placed to: 
take advantage ofthe territory's business growth and to 
develop further our existing links with the People's 
Republic of China. 


«© 111984, County Bank, our wholly-owned merchant 
banking subsidiary acquired Watson and Company, a stock 
broking firm which is a member of the Hong Kong Stock 
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pened a Regional Repres 
apore to market the full range of County 
Bank's merchant bank services in this strategically 

important area.. 


Financial Highlights 1984, 



























Capital and Reserves 2,649 
Pre-Tax Profit 671 
Total Assets 71,517 





Rates operative at 31st December 1984. 
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The life of Richard Hughes spanned nearly eight 
decades, most of them spent as one of Asia's leading 
foreign correspondents. And Hughes’ world was 
peopled by the memories of those decades. 


It was a world of the hilarious .. . like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


It was a world of the macabre...like the Teikoku 
poisoner who massacred a bank's staff for a haul of 
USS800. 


It was a world of the touching . . . like the slave 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. 
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of the weaker nations by the stronger 
ones.” 

Such arguments, including Singa- 
pore’s line that foreign investment 
must be channelled (by bureaucrats?) 
into acceptable areas of the economy, 
were old when the torch of Pacific co- 
operation and a possible community 
was first lighted. As the initiative pass- 
ed from one industrialised nation to 
the other = from the US to Japan to 
Australia — the Asean countries evi- 
dently realised just how much muscle 
they wielded: that any community 
must woo them if it was to have any 
hope of getting off the ground. Accord- 
ingly, when the US delegation at Seoul 
offered to provide generous funds to 
support a conference on direct invest- 
ment in the region, it stipulated that 
the meeting should be held not in 
Hawaii or Guam, but in an Asean 
country. There are few grounds, there- 
fore, for hopes that progress towards 
regional cooperation will accelerate, 
as long as Asean stands to benefit from 
caution. 


Son welcome to foreign in- 
vestment and technology transfer 
has been among the most open-armed 
in East Asia and the reservations it ex- 
pressed in Seoul rang falsely. But a 
healthy admixture of hypocrisy to a 
slow-moving mass should prove no 
disadvantage to the cause. As the del- 
egates, one by one, denounced protec- 
tionism, it took a positive effort to re- 
member that each and every one of 
them, with the proud exception of 
Hongkong, had prospered behind pro- 
tectionist barriers, the US embracing 
the cause of free trade only when 
economically strong enough to domi- 
nate global commerce. 

The tone of the conference was set by 
a paper on Pacific development pre- 
pared by Saburo Okita, a distin- 
guished Japanese economist and 
former minister of foreign affairs. He 
highlighted the region's recovery with 
the US growing by 6.9%, Australia by 
6.3%, Japan by 5.8% and Canada by 


4.7% last year, with matching econo- | 


mic dynamism on the part of South 
Korea, Taiwan, Hongkong, Singapore 
and the rest of Asean and with China 
pushing its growth rates into double 
digits — all in vivid contrast with 
Europe's growth rate of 2%. 

Among the factors stimulating such 
growth, he highlighted investment 
rates, specifically those backed by high 
domestic-savings rates. He pointed out 
that by 1982 all the Asian newly indus- 
trialised countries (NICs) and Asean 
members — except Indonesia — had 
joined Japan in boasting savings and 
investment exceeding 20% of their 
gross national products — a sign of 
self-sustaining growth. 

Okita also argued that the Pacific re- 
gion had benefitted from the "flying 
geese” pattern of development — a 
term coined in the 1930s by Japanese 
economist Kaname Akamatsu. Tradi- 
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tionally, there have been two patterns | in stages of developmen! endowment 


in the international division of labour: | of natural resources and cultural, re- 
vertical, as between industrialised and | ligious and historical heritages H 
resource-supplying countries, as be- | would seem thus that Okita (and 


tween the imperialist powers and their | possibly Japan) have given up a vision 


colonies; and horizontal, as in Europe, | of a Pacific integration on the Euro- 
where a grouping of industrialised | pean Economic Community model 
countries trades in manufactures. In | and are prepared to find virtue im 
the Pacific,the US had played the part | diversity 
of the leading goose at the head of the The various task forces, conferences 
“М” formation; Japan began to play | and forums can identify specific areas 
catch-up development in the late 19th | in which cooperation is possible and 
century; today, the Asian NICs and | other areas in which friction is likely tà 
Asean were doing the same. develop — and thus recommend action 
In 1983, the combined exports and | to head off conflict. Perhaps some- 
imports of South Korea, Taiwan and | where down the road, the movement 


Hongkong alone totalled US$147.5 
billion, equal to 54% of the total two- 
way trade of Japan and 31% of that of 
the US. In the same year, the total two- 
way trade of Asean and the northeast 
Asian NICs combined was higher than 
that of Japan. 

The flying-geese theory thus makes a 
positive virtue of what had tradition- 
ally been regarded as an obstacle to 
Pacific cooperation — the huge variety 


will acquire enough cohesion to set up, 
for example, a regional scheme provid- 
ing compensatory financing for the 
stabilisation of commodity prices. he 
leverage obtained so far by Asean 
could help achieve this within the 
Pacific framework more rationally 
than the attempts so far within the 
global forum of the United Nations 
Conference on Trade and Develop- 
ment. 













forcing him to withdraw from PBEC 
activities. 

PBEC officials, meanwhile, are tà 
seek a meeting with senior Japanese 
officials to pursue their goal of closer 
economic cooperation throughout 
the Pacific. This follows a meeting in | 
| March with United States Secretary | 
of State George Shultz. 

PBEC international president Pred 
Whittemore indicated that high-level 
| meetings with officials from the two 
| major industrialised Pacific nations | 
| will raise the council's credibility and 
help provide an entrée into govern- 
ment circles in other countries. He 
said the council wants to ensure that 
other Pacific nations share any bene- 
' fits derived from current US-Japan- 
ese bilateral-trade negotiations, 

US Ambassador-at-large in the 
Pacific Richard Fairbanks told the 
PBEC meetings that continuing secu- 
rity and political concerns “could 
make a mockery of our optimistic 
hopes for the future” in the region, He 
pointed out that “the five largest 
standing armies in the world” are in 
the area. 

He encouraged developing nations 
to aggressively solicit foreign invest- 
ment to obtain high technology. In an 
outline paper, Earle and Canada's in- 
ternational vice-president Eric Trigg 
discussed the various types of co- 
operative organisations that have 
evolved around the Pacific Rim. 

While various formal Pacific-wide 
cooperative structures have been 
mooted, Earle and Trigg argue thees- 
tablished PBEC position that "prior- 
ity attention must remain on the more 
pragmatic short-term issues and how 
we can develop a sufficient base of | 
knowledge to meaningful address some | 
of the more longer-term problems." 










































FOR TALENT 


By A Correspondent 
he Pacific Basin Economic Coun- 
cil (PBEC), the main private-sec- 
tor organisation promoting closer re- 
gional cooperation, is to target key 
business executives in Asean in a re- 
cruitment drive to raise its profile. 
At the council's annual meeting in 
Auckland on 12-16 May, PBEC inter- 
national director-general Mark Earle 
said it was hoped to reinvigorate 
Asean involvement with the council 
by seeking several top executives 
from each associated country. The 
council lost one of its regional driving 
forces late last year when Jose Fer- 
nandez was appointed governor of 
the Central Bank of the Philippines, 
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Emily Lau in Hongkong 


ast year was a good one for the 
Hongkong hotel industry, with the 
rall occupancy rate at almost 90%, 
1985 looks to be equally good: in 
ch, the occupancy rate topped 


79, when industry-wide occupancy 
as 91%. But there were only 14,363 
ms then, compared with 18,000 
oms in 1984. 

Although the forecast for the im- 
ediate future is bullish, there are 
5 that the early 1990s could find 
hotel industry overbuilt — and 
er-occupied. The near-term future 
ms sound enough: the Hongkong 
st Association (HKTA) has fore- 
that. the overall occupancy rate 
‚Бе around:90% over the next two 
But 6,000 more rooms may open 
uring the coming five years. By 
87-89, the occupancy rate is seen fall- 
below 85%, and stockbrokers 


70, 
























hile the number of Hongkong 
people who travel to China for 
asure or business has increased 
amatically, the territory has also be- 
à favourite destination for visit- 
rom China. For geographical and 
omic reasons, the Hongkong 

ist Association (HKTA) regards 
m as domestic rather than interna- 
nal tourists — the Chinese visitors 

































:hinese currency which is non- 
ertible outside China. However, 
Hongkong currency, the visitors 
dis still an economic benefit to the 
огу. 

The number of visitors from China 
5 grown rapidly in the past five 
irs, coinciding with Peking's open- 
ү policy. In 1980, 74,740 Chinese 
zens travelled legally to Hongkong. 
lis figure more than doubled to 
5,430 last year. In addition, since the 
ngkong Government abolished the 
uch-base policy" in 1981 — which 
ed illegal immigrants from China 
tay if they reached urban areas — 
e number of Chinese coming to settle 
Hongkong permanently has been 
und 30,000 à year. 

hinese citizens who want to go 
oad need the government's ap- 
roval. The assistant ‘director of the 
Hongkong Immigration Department, 


ngkong’s hotel shortage could turn into a glut if 
the plans on the drawing board are completed 


. Hotels have not been so full since | 


ot allowed to bring any renminbi, | 


Hoare Govett recently warned that 
after 1986, the hotel industry could 
have too many rooms on hand. 

In a recent property-market survey, 
the firm said that Hongkong hotels 
should continue to erijoy exceptionally 


erate cost pressures, particularly in 
payroll, which accounts for about 25% 















itors from China last year came with 
two-way permits issued by Peking. 
The rest were Chinese passport holders 
given visas by Hongkong. 

There are three kinds of Chinese 
passports, First, the diplomatic pass- 
ports for top-ranking communist party 
cadres. One such holder is the chair- 
man of the China-backed Ever Bright 
Industrial Co., Wang Guang-ying. 
Then there are official passports for 
middle-ranking cadres. Many officials 
of the Xinhua newsagency, which in 
Hongkong is China’s unofficial repre- 
sentative, hold such passports. 

Finally, there are two kinds of ordi- 
nary passports. One is for official pur- 
poses, given to citizens sent abroad on 
official business, such as representa- 
tives of a joint venture. The other cate- 
gory is the ordinary private passport, 





study or to work for 


foreign firms as 
consultants. : 


| 
| 
| 
| 
| 
| 
| 
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John Yeung, said about 40% of the vis- | 


issued to citizens who go abroad to | 


Of the 185,000 Chinese who came to | 








high occupancy rates in the next two | 
years, but could then swing into a | 
phase of oversupply. That would gen- | 








` APLACE TO STAY 
(Number of hotel rooms 1980-89) 

























with an average occupancy rate 

for a high-tariff hotel — with no debt: 
If indeed there is a glut of hotel rooms 
and occupancy falls to 85%, hotel ówn- 
ers would face lower rates of profit; 

It appears that the Fu family had the 
future in mind when they decided to 
sell 25% of the Furama Hotel's shares 
to the public recently (REVIEW, 23 
Mar.). The Fus, observers say, expected 
the hotel boom to peak over the next 
few years and with 1997 looming (the 
year when Hongkong will revert +0 
Chinese sovereignty), decided now was 
the time to diversify their risk and 
maximise their profit. 

The Hongkong Land Co.'s failure to 
sell the Excelsior Hotel has also under- 
mined the euphoria about the future of 
the hotel indus- 
try. Last October, 
Land declared its 
intention to sell 
the Excelsior, a 
950-room high- 
tariff hotel in the 
busy Causeway 
Bay commercial 
district, but with- 
drew the property 
from the market in 






Hongkong. last 
year, 28,112 came 
as “tourists.” They 
came in tours or- 
ganised by Guang- 
dong (Hongkong) 
Tours, a subsidi- 
ary of Guangdong 
Enterprises (a 
company owned by 
Guangdong pro- 
vince); and China 
; Travel Service 
(CTS), the state travel agency. 
Guangdong Tours began operation in 
November 1983, and now runs three 
tours of 36 people each a day. All the 
tourists are from Guangdong province, 
which borders Hongkong. An eight- 
day tour costs HK$3,000 (US$385), or 
НК$1,588 if half the time is spent stay- 
ing with relatives. The cost of the tour 
has to be settled in Hongkong dollars 
or occasionally in foreign-exchange 
certificates (the renminbi equivalent 
which must be used by foreigners in 
China), and a guarantor from Hong- 
kong is required, said Guangdong 
Tours assistant general manager Zhou 
Lianji. 
CTS began operating similar tours to 
Hongkong in July 1984; it currently 
has only one 36-place tour a day, but 
has asked the Hongkong Government 
for permission to operate another daily 
tour, Yeung said Hongkong has no ob- 
jection: its only concern is that the 
visitors do not become illegal over- 
stayers. Of the 28,611 tourists. who 


















February. The ostensible reason was 
that the highest bid did not meet 
Land's disposal criteria, especially 
since Land had been able to reduce its 
debt significantly by selling its stake in 
Hongkong Electric Co. for nearly 
HK$3 billion (US$384.6 million). Al- 
though Land did not disclose the price 
it sought, there were reports that it was 
not prepared to consider anything 
belów HK$800 million — which repre- 
sents a price-tag of US$108,000 a 
room. 


AR" from its political significance 
as the year the Sino-British joint 
declaration was signed, 1984 also saw 
a resurgence in tourist arrivals. In 
1981-83, annual arrivals had ranged 
from 2.5-2.8 million. But last year, that 
jumped to 3.15 million, a 13.6% in- 
crease over 1983. 









Hoare Govett said the sharp increase 
in arrivals was partly due to the weak- 
ness of the local currency against the 
US dollar, which put the average cost 
on an overnight “stop in Hongkong 
(US$55.70) on a par with Manila, but 
well below that of Jakarta (US$72.56), 
Singapore (US$61.02) and Bangkok 
(US$62.15). The worldwide attention 
given to Hongkong’s political future 
also probably prompted tourists to in- 
clude Hongkong on their itinerary, and 
the territory almost certainly bene- 
fited from the unsettled political scene 
in the Philippines. China’s open-door 
policy has also had a direct impact on 
Hongkong, which is the main gateway 
to China: a fifth of visitors to Hong- 
kong include China on their itinerary 

Apart from promoting Hongkong as 
a tourist attraction, the HKTA is also 
trying to sell it as an international con- 


Em 


ie bn. 
Chinese tourists in Hongkong: a favourite 





ference and exhibition centre. The 
image will get a boost when the Trade 
Development Council's Hongkong In- 
ternational Exhibition Centre ts com- 
pleted in 1988-89. The HK$1.: billion 
project, located in Wanchai includes 
exhibition halls апа conference au- 
ditoria, two hotels with a total of 1,600 
rooms, offices and service apartments. 


The increase in hotel-room supply 
has been minor in recent years, partly 
because tourist arrivals were not 


growing and because uncertainty over 
the future deterred levelopt rs from 
making long-term investments. But 
with tourist arrivals surging, hotel- 
room occupancy rates rose to 97% in 
the final quarter of 1984. The executive 
director of the Hongkong Hotels As- 
sociation, Manuel Woo, said last year 


that Hongkong needed 2,000 extra 
rooms to cope with the demand 

' l'here are plans 
to build at least 15 
hotels in the next 


five years. Con- 
firmed projects 
known to the 
HKTA show that 
some 4,000 more 
hotel rooms will 
be available by the 
end of 1986. By 
1989, there may be 
————— — 


Chinese visitors, 
a number of me- 
dium-tariff hotels 
and guest houses 
are being plan- 
ned. By end-1986, 
672 more rooms 
are scheduled to 
be available, and 
another 1,278 may 
come onstream the 
following year. 











came with Guangdong Tours or CTS 
tours last year, only 18 did not return. 
Eleven were found and sent back. The 
rest are still at large, including the 
celebrated case of actress Hung Hung, 
who defected to Taiwan. 


he CTS tourists are drawn from 

three municipalities: Peking, Tian- 
jin and Shanghai, and the three coastal 
provinces of Jiangsu, Zhejiang and Fu- 
jian. In April, China said that residents 
of Jin Jiang in Fujian and Wen Zhou in 
Zhejiang in future would not be al- 


lowed to join tours to Hongkong. This | 


followed concern voiced by the Hong- 
kong Government over the fact that 
about 60% of the 2,200 overstayers 
since 1981 came from Fujian, and of 
these 90% were from Jin Jiang. But 
Yeung said Hongkong did not make any 
reference to Wen Zhou. All the CTS, 
Guangdong Tours and other private 
visitors stay at the Miramar Hotel in 
Kowloon, where they get discounts of 





CTS bought the 198-room Harbour 
Hotel in Wanchai for HK$100 million, 
but it has continued sending its tour 
groups to the Miramar. 

Miramar began providing accommo- 
dation for Chinese visitors four years 
ago. Executive assistant Poon Ching- 
han said they catered at first for offi- 
cial visitors arranged by Asia Travel 
Service (ATS), an official agency spe- 
cialising in arranging Hongkong visits 
for Chinese officials. Last November, 
East Asia Ltd — a joint venture in 
which ATS is a partner — bought the 
111-room Asia Hotel in Happy Valley 
for HK$78 million. Asia Hotel man- 
agement said they aim at medium- 
range visitors, including those from 
China and Southeast Asia. Besides 





Guangdong, CTS and ATS tours, Poon | 


said, the Shenzhen Special Economic 
Zone (SEZ) neighbouring Hongkong to 
the north also sponsors tours by SEZ 
officials to Hongkong. These usually 
fill 10 rooms a day. 


| 


Few details are 
available about these projects, and 
John Pain of the HKTA said many of 
them may never materialise. Hopewell 
Holdings, heavily involved in joint ven- 
tures with China, has also announced 
plans to build two hotels with а total of 
2.696 rooms. But the company has re- 
fused to discuss these 

Besides the official tours, there are 
countless Chinese delegations flooding 
into Hongkong every day. These are 
people invited by Hongkong business- 
men, and their accommodation de- 
pends upon the generosity of their 
hosts. Although the Chinese visitors 
are not a source of foreign exchange for 
Hongkong, they do spend while they 
are here. Besides being entertained, 
they usually go home laden with con- 
sumer goods — anything from TV sets 
to computers. Economic value aside, 
these visits are also politically signifi- 
cant because they provide a chance for 
the mainland Chinese to see and ex- 
perience Hongkong life at close range. 


up to 60% off walk-in rates. Recently, To cope with the proliferation of — EMILY LAU 
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lespite the huge increase, HKTA 
cutive director John Pain does not 


sinessmen are very shrewd. At pre- 
there may be many plans to build 
lels because the industry is boom- 
» but some of them will never leave 
drawing board. 

‘he fear of a hotel glut in the late 








reign debt and balance-of-pay- 
nts problems have emerged’ as 


y, Severely constraining the attain- 
nt-of economic aspirations and ob- 
ives. The time has come to put to- 
г а comprehensive package of 
isures, to be adopted in an urgent, 
certed and sustained manner, to 
kle these problems; if reasonable 
er and balance are not restored on 
fronts, there will be gradual or 
pid economic deterioration. 
ublic debt emerged as. a major 
blem in Malaysia because of accel- 
ed public-sector spending in the 
te 1970s and early 1980s. This arose 
ecause'of the government's efforts to 
intain economie stability amid 
Idwide recession. But the resulting 
ive fiscal deficits and mounting 
lie debt led, in mid-1982, to deci- 
action to-grapple with external 
ment and budgetary problems the 
ervice burden had created. 
despite vigorous cutbacks in 
ic spending, the back of the debt 
oblem has not been broken. There 
е several reasons for this: 
The interest-service burden of the 
leral government as a proportion of 
revenue (averaging about 10% in 
e 1060s and 1970s) soared in the 
Лу 1980s, reaching 25% in 1984. 
"i with optimistic revenue forecasts 
d only slowly rising external debt, 
ilaysians may Have to wait until the 
century to reduce the interest- 
vice burden from its current 25% to 
earlier level. Even if debt and in- 
st payments remain static, thebur- 
en will drop to 10% only after 1993. 
* The absolute amounts drained off by 
“the foreign-debt interest burden also 
rose precipitously in the 1980s. During 


ey issues of the Malaysian econ-^ 


nk there will be a glut. "Hongkong | 


king the back of 
the debt problem 











1976-80, annual interest payments on: |. 





build a om, high-tariff hotel in 
Kowloon. Managing director Robert 
Ng said the firm decided to scrap plans 
for a hotel on Hongkong Island be- 


| cause hotels are a time-consuming 


venture, and there might be difficulty 
in finding a good management team. 
But Ng said there should be no fear 
of a hotel glut. “We are riding on the 
back of a giant — China. For every 10 
new hotels China builds, Hongkong 
can build two more. No matter how 
many we build, there will not be 
enough. This is because Hongkong will 


government external debt averaged 
about M$270 million (US$108.5 mil- 
lion). By 1981-83 it had shot up four- 
fold to about M$1.1 billion. In 1984, the 
figure rose to M$2 billion (and this 
excludes private external debt). This 
has added significantly to the mount- 
ing deficit on the services-account, 


overwhelming even the large surplus. 


from merchandise trade. ` 
Thus, the nature and extent of the 


current-account problem in the 1980s 


is unique: unlike previous decades, ex- 
ternal defieits have now become for- 
midably and. routinely large, while 
surpluses have dwindled, becoming in- 
frequent and small, Ў. 

Apart from invisible payments, 
spending on merchandise imports is 
steadily rising. The import bill as a 
proportion of gross national product 
has averaged about 50% in recent 
years. It might require very favourable 
export returns to keep the merchan- 
dise account in surplus — an outcome 
the uncertain trading environment 
might not be able to guarantee. 

Thus, Malaysia is caught in a vicious 
cycle. If the current-account deficit is 
not solved, external debt will grow; if 


| debt grows, interest payments will ag- 


gravate the current-account deficit. To 
break out of this cycle. the government 
should follow three strategies: 

» It should restructure the foreign 
equity-loan mix to emphasise foreign 
investment and reduce reliance on ex- 
ternal borrowings. 

» It should increase the trade-account 
surplus and reduce the service-ac- 
count deficit through increased export 
produetion, restricted imports and ad- 
justments to interest rates, the ex- 
change rate and fiscal controls. Be- 
cause the short- and medium-term 
scope for reducing the services deficit 











s part of its 
City Garden complex on Hongkong Is- 
land. The Hongkong and Yaumati 
Ferry Co. is also negotiating with the 
government to build a 600-room hotel 
at a ferry pier in the Central district — 
but no details are available. Other 
more far-fetched plans are also float- 
ing about: Hopewell Holdings has 
talked about building a 1,500-room 
hotel in Wanchai, and a 2,000-room 
hotel in the New Territories, but owner 
Gordon Wu has adamantly refused to 
discuss them. 





































is very limited, the merchandise 
surplus will have to expand. 

» Growth-rate ` targets, aspirations 
and distribution objectives should be 
changed to trim publie spending — a 
move that will reduce fiscal deficits 
and the import burden. 

“At all times external borrowings 
must be repaid and interest serviced on 
a regular basis. Foreign investment is a 
good way of obtaining capital. As long 
as the business environment is condu- 
cive, divestment of foreign capital can 
be minimised. External-dividend pay- 
ments happen only if there are profits. 
The economy can better withstand 
funds outflow on its balance of pay- 
ments in times of prosperity. Further, 
the risk of business failure rests with 
the investor. : 

The scope for reducing the services- 
Dr R. Thillainathan is the senior general 
manager and chief executive of Bank 
Buruh (Malaysia) Bhd. | 
ааа SSE SSE ETE TSS TRIG 
account deficit (forecast to reach 
M$10.8 billion in 1985) is limited un- 
less radical policies are adopted. The 


problem is riddled with misconcep- 
tions. 


FS freight and insurance are blam- 
ed for.the big invisibles deficit. 
This is incorrect. They only account for 
27% of the total services deficit, well 
below investment-income outflows. 
Given that Malaysia is highly trade de- 
pendent, the scope for reducing freight 
and insurance payments is véry limit- 
ed. Additional Malaysian ships and 
aircraft to substitute for foreign car- 
riers would entail sizable capital ex- 
penditures, and hence further out- 
flows, though lease financing can 
spread expenditure more evenly over 
the lifetime of these assets. 

Chances of reducing insurance pay- 
ments are also limited. And the actual 
outflow-on the insurance accountis not 

ihsürance indu: 


sizable, The domestic : 






















lished tourist areas in search of suita- 
ble sites. Paliburg Investments, headed 
by prominent businessman Bill Wiley, 
is building an 830-room hotel, the 
Riverside Plaza, in the new town of 
Shatin in the New Territories. The 
HK$500 million hotel, scheduled to 
open in mid-1986, will cost an econom- 
ical US$77,000 a room to construct, re- 
flecting in part its much lower land 
cost than in more intensively de- 
veloped areas. The Riverside Plaza will 
be managed by Regal Hotels Interna- 
tional, which currently operates two 
Regal Meridien hotels in Hongkong. 
Almost all the hotels in Hongkong 


try's capital base, as well as its busi- 
ness potential, is too small for the 
spreading of risks. If localisation of in- 
surance is pursued to the extreme, one 
plane crash, for example, could cripple 
the entire domestic-insurance indus- 
try. 

Outflows arising from contract and 
professional charges, royalties, com- 
missions and rentals have been ac- 
celerating in recent years. Turnkey 
contracts are notable culprits but the 
heavy bias towards foreign know-how 
and technology makes it difficult to 
slow the pace of this outflow. Pay- 
ments on travel, education and 
maintenance have also been rising 
rapidly. Apart from encouraging the 
tourist industry, overseas travel and 
education outflows may have to be dis- 
couraged by the introduction of a 
travel tax and more local educational 
facilities. 

But the biggest component of the 
services account remains the net out- 
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operators. One exception will be the 
provisionally named Hotel Nikk 

Hongkong, to be built in Tsimshatsui 
East on the Kowloon peninsula. The 
HK$520 million, 450-room, five-star 
hotel, expected to be open in mid- 1987, 
is owned by Quinnolex, a Japanese- 
Chinese corporation. Quinnolex is 
owned by Japan Development Co., 
which is a subsidiary of Japan Air 
Lines, and the Kumagai Gumi group. 
The latter comprises Kumagai Gumi of 
Japan, China-backed Shum Yip Trad- 
ing Co. and Zhuhai Trading Co. 
Development costs equivalent to 
US$148,000 a room will place the hotel 


flow arising from profit, interest and 
dividend payments. In the 1980s, in- 
terest payments have assumed alarm- 
ing magnitudes. External debt, which 
stood at M$15.4 billion in 1981, 
jumped to M$24.3 billion in 1982, 
M$30.9 billion in 1983 and M$37 bil- 
lion at the end of 1984. Assuming an 
average interest rate of 10% a year, the 
outflow on account of interest pay- 
ments would, therefore, have in- 
creased from M$1.5 billion to more 
than M$3 billion over the period. 
Prime Minister Datuk Seri Mahathir 
Mohamad's privatisation policy opens 
possibilities for arresting (if not ac- 
tually reversing) rising external debt. 


[| fnpg4 киык АЕ Е С 


€ Extreme nationalistic 
programmes aimed at 
ownership change and control 
must stop. [They] have merely 
led to wealth distribution 
without wealth creation. 9 


co cm— aan 


He has proposed setting aside 30% 
equity for foreigners in state enter- 
prises to be privatised (such as Tele- 
coms, Malaysian Airline System and 
Malaysian International Shipping 
Corp.) He wants to see such enter- 
prises listed on foreign stockmarkets. 
The inflow of foreign funds that could 
develop through this exercise would be 
substantial. Another possibility is to 


encourage more Arab investment in | 


Malaysia in such areas as plantation 
and mining. Japanese and South Ko- 
reans can also be encouraged to take 
stakes in privatised state enterprises, 
especially those that show growth po- 
tential. 

Improving the merchandise account 
would require shifts and adjustments 
in interest-rate, exchange-rate and fis- 
cal policies. One option is to continue 
to boost oil output. In recent years, the 
authorities have been relying on this 
option heavily, partly to neutralise the 
adverse impact of oil-price declines 

















Kumagai Gumi has also entered into 
a joint venture with Chinese au- 
thorities to build hotels in China, 
Other Hongkong hotel operators have 
also become increasingly involved in 
China's hotel development. In the past 
few years, a number of joint-venture 
hotel projects have been completed, 
Hongkong parties include Hongkong 
Chinese businessman Henry Fok, 
Hopewell Holdings, Cheung Kong 
Holdings, New World Development, 
Sun Hung Kai Properties, Miramar 
Hotel, Wing On Holdings and even the 
Hongkong and Shanghai Banking 


Corp. 
R. Thillainathar 


and partly to check the deterioration in 
external payments. Oil production 
jumped from 258,000 bpd in 1981 to 
303,000 bpd in 1982, 381,000 bpd in 
1983 and 450,000 bpd in 1984. But the 
government has now decided to hold 
production at 410,000 bpd for 1985. 


nother option is to ban luxury im- 
А Although selective cuts could 
be implemented immediately, how does 
one distinguish between luxury and 
non-luxury goods, or determine if the 
volume of luxury imports will be 
“large enough” for cutbacks to have 
the desired effects? Alternatively, а 
higher tariff rate, or sales tax, could be 
levied on all imports. 

In recent years the Malaysian dollar 
has been overvalued, thus penalising 
Malaysian exports while making im- 
ports more attractive than k cally made 
goods. Over the past six months, hows 
ever, the local dollar has been allowed 
to depreciate against other key curren- 
cies — a wise but belated move. 

The depreciation of the currency has 
not been accompanied by monetary 
and fiscal policies to keep consump- 
tion in check. The current-account de- 
ficit means we Malaysians are living 
beyond our means, spending more than 
we are producing and saving less than 
investing. This saving-investment im- 
balance must be overcome through ap- 
propriate incentives for savings, in- 
cluding fiscal incentives and better 
rates. 

Most of all, we must revise our 
growth-rate targets and distribution 
objectives. We must slow down the 
heavy-industrialisation programme, 
decelerate the growth of off-budget 
public-sector agencies and extend the 
New Economic Policy (NEP) whieh 
aims to transfer skills and wealth tọ in- 
digenous Malaysian hands time hori- 
zon. In particular, the government 
should slow down the implementation 
of heavy-industry projects to ease 
pressure on both the fiscal and exter- 
nal accounts. Publicly funded indus- 
trialisation, arguably, has exacerbated 


| d of the high-t: nit prac- 




























te it. 

More encouraging are steps to limit 
not only the growth rate of federal 
debt, but also of all public and external 
debt; the implications of unrestricted 
growth for public-sector expenditure 
— and payments imbalance are the same, 
-~ and cutbacks in central-government 
— Spending must be applied equally to 
Malaysia's state governments. 

- It is also time to accept that an ex- 
































59 бу apore set a dismal record for 

company bankruptcies in 1984 and 
_ the indications are that the record is in 
— danger of being toppled this year. 

— Winding-up petitions were faced by 
_ 445 companies last year, more than 
doubling the 1982 figure of 208, and 
well up on the 326 in 1983. By this 
year’s first quarter, the tally had al- 
_ ready reached 153. These figures, how- 
| ever, do not include voluntary liquida- 

tions. 

Until last year, most firms faced 
| with winding-up suits by creditors 
— were relatively small, but in recent 
months, many well-established busi- 
— nesses have been forced to liquidate. 
—— Such a sobering prospect was antici- 
_ pated by a government-conducted 
-.— business-expectations survey at the 

end of last year. Most industrialists 
—were not optimistic about business 
?rospects for the first half of 1985, the 
“Survey found. For the first time since 
‘the third quarter of 1982, more firms 
were predicting a deterioration than 
_ an improvement in business. 

— Although businessmen tend to be 
—conservative about prospects in good 
times while crying wolf during hard 
es, this time around their expecta- 
ы tions are turning out to be right on the 
— mark. Despite concerted efforts by 
major developers and the government, 
— the property sector — a major indi- 
— eator of local business confidence — 
Shows no signs of recovering from its 
slump. Raffles City and Marina Square 
_ — the two largest property ventures 
@hvolving several hotels, office build- 
ings and shopping complexes sche- 
duled for completion this year — are 
likely to delay their openings to next 
| year. 

Hotels, tourism, and the retail sector 
| have been especially affected. Sluggish 
- tourism has hit the profitability of 
_ most retail chains. A few of the recent 
bankruptcies have involved well- 
known retail outlets catering to 
tourists. Tenants in some swanky 
Shopping arcades have banded to- 
gether, unsucessfully, against unsym- 
pathetic landlords to force down rents. 
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ary bat anavolia : 
con: ts, lower growth prospects 
and the need to avoid disruptive redis- 
tribution. Extreme nationalistic pro- 
grammes aimed at ownership change 
and control must also slow down. Such 
changes in ownership and control have 
merely led to wealth redistribtuion 
without wealth creation. From the 
standpoint of the balance of payments, 
these exercises have been a 100% drain 
on resources. 
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Container port: 
trade decline. 


Although tourist 






arrivals improved ч ie x = 
by 4% in February, | Mar | 1033 0.8 
hotel occupancy 


rates were down 
to 65.3% in that 
month, the lowest recorded in 10 years. 
Many of the newer hotels were worse 
off, with occupancy rates in the 40-50% 
range. At this rate the government's 
attempts to improve tourist arrivals by 
more than 8%, compounded annually, 
for the rest of the decade, are unlikely 
to succeed. 


Above labour shortages trouble 
some sectors, manufacturing firms, 
especially those in the electronics field, 
have laid off several thousand workers 
in recent months. The prospect of 
further retrenchment in manufactur- 
ing cannot be ruled out. Even those 
with secure jobs are mostly reconciled 
to single-digit wage raises this year. 
Consumer resistance has already made 
its impact felt. While taxi drivers 
were jubilant at dramatic fare hikes 
on 1 April, they soon experienced a 
drastic drop in customers, forcing 
the taxi companies to offer a 20% 
temporary discount on fares. Sales of 
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PRICES ON THE RISE 






Source: Singapore Government 


the balan ce 0 Di nts — 
has now emerged as the country's key 
economic problem. If not solved, it may 
become the nation's most acute econo- 
mic disease. To break the endless cycle 
of external deficits and external debt, 
the measures outlined above must be 
adopted. Only if this is done will the 
country be able to achieve the de- 
sired objectives of restoring order on 
the fiscal and external payment 
fronts, 
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motor vehicles were down by 14% in 
the first quarter, and the second quar- 
ter will probably be worse in light 
of increased road. taxes 
and petrol prices. Car 
owners have begun driving 
across the Causeway to 
Malaysia to fil their 
tanks. 

Seaborne cargo handled 
by the Singapore port was 
down by 11% in the first 
two months (compared to 
the corresponding period 
last year) and trade for 
the first quarter showed 
a further decline in overall 
exports, according to pre- 
liminary figures. Due to 
flagging overseas demand, 
exports in the first three 
months grew only 3.296 
to S$13 billion 
(US$5.8 billion), 
compared with 
an impressive 
rise of 19.1% in 
the first quarter 
of 1984. Imports 
were sluggish, 
gaining margi- 
nally by 1.5% in 
the first quarter 
to $$15.3 billion, compared with a rise 
of 5.5% in the corresponding period 
last year. 

Demand in the United States for 
electronics components — especially 
computer parts and peripherals, which 
last year came to Singapore's rescue — 
has already slowed and is expected to 
further decline this year. The last 
Christmas season in the US provided a 
bonanza to Singapore garment exports 
— a sector not favoured by the govern- 
ment for its lack of high technology — 
which rose by 10% to S$1 billion. With 
increased protectionism in the US and 
the West in general, textiles and gar- 
ment exports are bound to be affected 
this year. Further, the US has already 
announced the withdrawal of 
privileges under the Generalised Sys- 
tem of Preferences to Singapore's ex- 
ports of microwave ovens and electro- 
nic goods (including TV sets), which 
amounted to US$154 million last year. 
— V. G. KULKARNI 


73 MAY 1985 e FAR EASTERN ECONOMIC REVIEW. 







EUROPEAN CHEMICAL INDUSTRY 








ATOCHEM: THE 
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ATOCHEM is the new force 
in the European chemical 
industry. 

Resulting from the 
merger of three major world 
specialists in chemicals under 
the aegis of the Elf Aquitaine 
Group, ATOCHEM is a company of the future 

To achieve its objectives, ATOCHEM will concentrate 
significant financial and technical resources to create a 
compact and competent organisation. Three major industrial 
sectors will benefit from the regrouping of ATOCHEM: basic 
chemicals, fine and speciality chemicals, plastics materials and 
their conversion. 








Precise in objective, strong in action ar 
performance, ATOCHEM provides its cust 
combination of innovation, dynamism and 


To meet the demands of a constantly 
ATOCHEM markets a widely diversified ra 
opening up new perspectives for the inter 


industry. 
ATOCHEM: 
the way forward 
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First Class? No, Economy. chair instead of a Tourist Class seat. 


In our 747s, there are only 8 seats 
It’s simple. Book yourself on SAS First abreast. In our DC-10s, just 7. 
Business Class. You get 38 inches of legroom instead of 
We seat you in a spacious, restful cabin 34 inches. 
instead of behind a curtain. You dine on china instead of plastic. 
You can relax in a next-to-First Class You drink from a real glass instead of a 








plastic cup. Tokyo and three non-stops from Singa- 
You're provided with electronic head- pore/Bangkok. And friendly Copenhagen 
phones instead of those old acoustic ones. Airport gives you excellent connections to 


You get everything excepta surcharge. all of Europe. 
The fare is normal economy. No more. 
Try us next time you fly to Europe. 4/4 JA Ӯ ДЄ 
We offer you four weekly connections from Gali 
The Businessman’ s Airline 








Put your plans into our facsimil 


Plans, data, designs, layouts, correspondence—they’re the lifeblood of 
your business. Clients await them. Branch offices need them. Vendors depend 
on them. Isn't it time your busy office found a way to transport documents 
in seconds, instead of hours, or days? 

It's here. The Panafax UF-400 facsimile by Panasonic. Compact. 
Economical. Simple to operate. And every bit as fast as any facsimile on the 
market (9,600 bits/sec). It can send a document halfway around the world in 
half a minute. 

What's more, it's versatile, being able to poll, or summon, a document 





and put them into action. 


from another facsimile machine. Reverse polling—polling after document 


transmission—is automatic. And all in a unit that will fit into even the most 
crowded office. 


The Panafax UF-400. Let it put your plans for success into action. 
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Plane Perfection. 





The CN-235, tops in its class. First class 
for profit, comfort, technology, versatility 
maintenance and consumption. 

More than one hundred and ten CN-235's 

have already been sold worldwide. A tremendous 
maximum profitability. For its takeoff. A great performance 
















its low consumption, 
that wore ent to ese cnet per Technical characteristics: 
in its class. The CN- * Engi т: 


a prot: 1,700 sh 
Its design, ideal for short or mediumroutes, • Max. capacity: Soto 44 Dd. with toilet 
rear cargo-ramp door via which and galley. 
be quickly to mixed ee ee: 4 LD-3 containers or 
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OU know 
the exchange rate 
; for baht уеп, 
rupiah and peso. 


When your passport ts full 
before expires. | 
When book matches with 


your name on are no longer 
& novelty 


Then, frequent traveller, you 
erve the special treatment 
of The Boulevard Hotel, 


Ore. The Boulevard Hotel Singapore responds to the needs 
l ap o of the frequent traveller. If work brings you to Singapore, 
consider our Business Class. Rooms with king-size beds, 
office-size desks and breakfast on the house. A lounge with 
complimentary drinks at cocktail time and private phone 
booths for your confidential calls, There’s a girl-Friday to 
handle secretarial essentials. Word processors for perfect 
typing. We can even give you a complete private office. 








If it’s pure pleasure, we are right by Orchard Road, yet 
you can look on to the lush green slopes across Orchard 
Boulevard. Everything about our hotel has a brisk young 

air, from the stunning modern art of our atrium to the crisp 
styling of our rooms, Friendliness and efficiency denote our 
service. After all, a frequent traveller demands no less. 





BOULEVARD HOTEL 


SINGAPORE 
200, Orchard Boulevard, Singapore 1024. Telex: RS 21771 BOUTEL. Cable: BOUTEL. AFFORDABLE LUXURY 
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Reservations Worldwide: кїм 2 Golden Tulip Hotels, Well International. Supranational. ] 
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The one most likely to 


@ LATE last year, Shroff attended a 
seminar in Bangkok with the promis- 
ing title of “Take-off time for the 
Thai capital market” (SHROFF, 
REVIEW, 13 Dec. '84) The local 
stockmarket has not exactly gone 
into orbit since then, but it has shown 
some signs of getting off the ground, 
and Shroff is now prepared to bet 
that it will achieve a more substantial 
lift-off before the end of this year. 

The portents could hardly look bet- 
ter, on paper at least, and after talk- 
ing recently with officials of the 
Securities Exchange of Thailand 
(SET) the central bank (Bank of 
Thailand) and with market-makers 
in Bangkok, Shroff is persuaded that 
this is not just paper moonshine. 
Those much-maligned things called 
fundamentals all look right. 

The balance-of-payments outlook 
appears quite favourable, while an 
easing of the official tight-money po- 
licy is making equity yields look more 
attractive relative to deposit-interest 
rates. And the Thai Government ap- 
pears finally to be getting serious 
about curbing the so-called chit 
funds which siphon huge sums out of 
money markets (REVIEW, 16 May). 

Concern over the level of foreign 
borrowings, allied with major capital 
needs for the future, has persuaded 
the government to give more atten- 
tion to capital-market development. 
And there is the prospect of an 
offshore Thai Fund being launched 
this year (SHROFF, REVIEW, 11 Apr.). 

Shroff, it appears, is not the only 
one convinced of the Bangkok mar- 
ket's medium- to long-term poten- 
tial. Apart from British stockbrokers 
Vickers da Costa (now 30% owned by 
Citicorp of the United States), which 
is acting as principal midwife to the 
Thai Fund, à number of merchant 
banks and securities houses are mak- 
ing plans for representation in 
Bangkok. The SET's gracious and 
very capable president, Siriluck 
Ratanakorn, spends a good deal of 
her time nowadays explaining to vis- 
iting investment bankers and fund 
managers (plus Shroff) the case for 
investing in the SET. 

If determination were the sole arbi- 
ter of success, Siriluck would have 
talked the SET up to parity with Wall 
Street by now. But the Bangkok mar- 
ket not only needs to succeed; it de- 
serves to. It is a well-rounded market 
with just under 100 quoted securities 
listed, well diversified among indus- 
trials, financials, trading companies, 
construction stocks plus a smattering 
of agri-business and mining — all 
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capitalised (at the end of February) at 
Baht 46.6 billion (US$1.7 billion). 

The average price/earnings ratio is 
around 7.5 and average dividend 
yields in the region of 9%. For foreign 
investors, there is the little matter of 
withholding taxes on dividends and 
capital gains still to be resolved, but 
the central bank has promised to act. 
@ NOT that the corporate sector is 
without  blemish. According to 
Siriluck, Thai companies (as well as 
the country) are "borrowed up to the 
limit." Hence her insistence on the 
need for development of proper capi- 
tal markets in Thailand, “by which I 
mean a market for non-debt or very 
long-term convertible issues." 

She notes with some cynicism that 
just about every international bank is 
currently knocking on Thailand's 
door urging corporations as well as 
the government to borrow more. But 
Siriluck claims to have won over at 
least some of the major Thai banks to 
the idea that capital-market develop- 
ment is in their long-term best in- 
terests, even if it means sacrificing 
lending business. As they are also 
owners of major slices of Thai corpo- 
rate equity, they stand to benefit 
from more liquid markets all round. 

Liquidity would certainly be 
helped by a bigger foreign presence in 
the market and according to Siriluck 
at least three groups of merchant 
banks are interested in the idea of 
forming offshore Thai funds. 

Interest will be helped by the fact 
that the Thais (unlike the South Ko- 
reans) are apparently prepared to 
concede the principle of offshore 
management in such funds. The in- 
terest comes mainly from Britain and 
the US: the Japanese apparently are 
showing little interest in helping the 
development of the Thai market. 

The SET also needs more liquidity 
from domestic sources and Siriluck is 
pushing Bangkok brokers to tap some 
of the wealth of high net-worth 
Chinese outside the capital. Now that 
thechit funds — which have typically 
yielded as much as 7% a month or 
more — are being curbed, there seems 
a good chance of getting more money 
into the SET. 

ө HIGH interest rates are still 
an obstacle, however. Thamnoon 
Duangmanee, managing director of 
Thai Securities Co., noted to Shroff 
that major finance companies owned 
by local and foreign banks are still 
paying 13% on one-year time depo- 
sits, and smaller finance companies 
are offering up to the maximum 16% 
allowed by law. Again, the demise of 


chit funds could 
help here Ьу 
freeing up liqui- 
dity for the 
banking system 
though the 
longer-term ans- 
wer is for Thai 
corporations to 
turn more to the 
capital than loan 
markets. 

One encourag- 

ing sign is that 
the SET had 14 
new listings in 
1984, compared with only one in 
1983. If the government goes ahead 
with plans to privatise state corpora- 
tions such as the tobacco monopoly, 
that will help the squeeze on interest. 
rates, too — as would acceptance of 
advice recently given Bangkok by the 
International Finance Corp. (IFC — 
part of the World Bank) to promote à 
government market in Treasury bills 
and long bonds. 
@ FORTUNATELY, the view that 
capital markets need developing all 
round is not confined to the SET. 
Chavalit Thanachanan, deputy gov- 
ernor of the central bank, confided to 
Shroff that he too sees a real need. 

Development of Thailand's eastern 
seaboard will require some US$10 
billion over the next three-four years 
and the government appears deter- 
mined not to borrow it from foreign 
banks, The country’s debt-service 
ratio is already at 20% (11% attribut- 
able to the public sector and 9% to 
private borrowers), according to 
Chavalit. “We do not want to become 
another Latin America or the Philip- 
pines,” he says. 

The way off the debt hook is to 
develop domestic capital markets 
but that will happen only “if we en- 
courage people to save,” Chevalit 
noted. He claims the government is 
sympathetic to the need for tax re- 
forms to encourage this, and to ex- 
change-control liberalisation to en- 
courage foreign investment. 

All this should help stockmarket 
sentiment, which Thamnoon claims 
is already improving, with average 
dialy turnover on the SET rising to 
around Baht 60 million a day so far 
this year compared with an average 
of Baht 44 million in 1984. With the 
collapse of 1979 (caused by the de- 
mise of Raja Finance and other fi- 
nance houses which had pumped 
money into a speculative boom) now 
well behind it, the SET could well 
enjoy a more soundly based boom. 
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The Australian Government tries to boost econdmic confidence 
by signalling spending cuts well in advance 


By Edna Carew in Sydney 
Е markets апа the business 

community weleomed the Austra- 
lian Government's financial policy 
statement on 14 May but doubts re- 
main over how far it will restore confi- 
dence in the troubled economy. Total 
cuts of A$1.25 billion (US$868 million) 
went down well as a bottom-line fig- 
ure, but a closer look at the compo- 
nents of the savings reveals some one- 
off items and deferrals of spending 
rather than continuing cost-cuts. In 
other words, some of the measures look 
as much cosmetic as curative 

Prime Minister Bob Hawke and Tre- 
asurer Paul Keating took their charac- 
teristic tack of flagging the budget 
measures well in advance, but this time 
the well-placed leaks proved more of a 
hindrance than a help. Local financial 
markets were primed for what had 
been touted as draconian measures 
and the reality of the package fell short 
of expectations. The government 
firmly indicated it would slice A$1 bil- 
lion off spending, and 11th-hour 
rumours that even more was'to be 
saved sparked a wave of optimism in 
foreign-exchange and share markets. 

The final figure of A$1.25 billion is 
made up of 101 individual cuts, some of 
which have been made in sensitive 
areas such as welfare, education and 
health. The government has to be 
applauded for taking the initiative 
here, but tougher measures had been 
expected in the more middle-class wel- 
fare areas, such as family allowances 
for those on better-than-average in- 
comes. 

Opposition: reaction to the mini- 
budget measures was predictably 
negative, with opposition leader An- 
drew Peacock describing the package 
as window-dressing. Local financial 
markets initially gave the measures a 
lukewarm reception. Their real verdict 
om the announcement will be seen in 
coming weeks as implications of the 
changes are digested. The reaction in 
international markets is regarded as 
crucial and this will show up in the 
level of the Australian dollar. 

In this context, the government's 
conciliatory attitude on wages has not 
soothed concerns. Business had hoped 
for a tougher line on wages, which 
would leave more room for the full 
benefits of the market's devaluation of 
the dollar to flow through to the econ- 
omy. The government's apparent com- 
mitment to full indexation of wages to 
consumer price increases is probably 
the biggest headache in business and 
financial circles: it points to the infla- 
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tionary impact of devaluation flowing 
into wage rises, and is a feature of Aus- 
tralia's industrial relations which de- 
tracts most from the country's overseas 
image. 

The Australian dollar suffered ini- 
tially in the wake of the mini-budget, 
falling below its newly wong two- 
month high of 70,7 US cents, to 69 US 
cents. The monetary authorities would 
probably be content to see the Atistra- 
lian dollar hold at around 69-70 US 
cents. Any hint that it was about to 
crash under 65 US cents again; would 
propel them into engineering higher 
local interest rates to prop up the cur- 
rency. Yet they would be reluctant to 
see rates much higher than current 
levels as that could start to dampen 
economic growth. 


Moon interest rates are high at 
present — with the prime rate 
around 17% — owing to a combination 
of seasonal pressures associated with 
the June quarter demand for funds to 
settle tax payments. A tighter mone- 
tary policy in recent months, and man- 
ipulation by the authorities to put a 
floor under the Australian dollar have 
also contributed to high rates. One of 
these ingredients — seasonal pressure 


will be held taut to keep a rein on infla- 
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tion, and interest rates will be care- 
fully monitored to ensure they support 
the currency. Continued government 
borrowing will be another factor con- 
tributing to upward pressure on rates. 

The exact size of the 1985-86 deficit 
is still not clear but it has been esti- 
mated to come in at around A$6 bil-. 
lion, wHich indicates little let-up from 
the pattern of hefty govérnment bor- 
rowing seen in recent years. The mini- 
budget included the announcement of 
a A$1.2 billion commonwealth bond 
tender to be held later-this month, 
demonstrating that the government is 
serious about keeping a firm hand on 
the monetary reins. 

Keating did not use the mini-budget 
as a platform to re-define monetary 
targeting. He repeated. the govern- 
ment's adherence to a tight monetary 
policy. But the absence of any elabora- 
tion of official intentions regarding 
monetary targeting came as a disap- 
pointment to those who support йе 
idea of signposts along the way. ‘Phe 
government announced.jn February 
that it was abandoning targeting. МЗ 
money supply for the current financial 
year (running to 30 June) because the 
distorting effects of financial deregu- 
lation made the numbers irrelevant. 
Economists accept the theory behind 
this, but many believe local and finàn- 
cial markets should have some yard- 
stick by which to judge governmenfin- 
tentions against performance. ) 

The economic statement was de- 
livered as part of the Hawke govern- 
ment's moves to revive confidence in 
the wake of a sharp fall in the Austra- 
lian dollar, and ease doubts about 
its commitment to a firm monetary po- 
licy. Encouraging trade figures for 
April had already boosted local mórale 
when the package was delivered, and 
had helped push the local dollar above 
70 US cents. The trade figures showed 
a rise in the value of exports for April, 
suggesting the beneficial effects of the 
devaluation are flowing through. Ex- 
pectations are for an improvement in 
the current account in 1985-86, though 
Australia's high level of foreign bor- 
rowing and debt servicing remain a 
worry. Borrowing by the common- 
wealth is only one part of the issue - 
the states have been big fund-raisérs in 
recent years, domestically and ‘over- 
seas. The mini-budget prepared the fi- 
nancial community for further, axe- 
wielding — the government has a sec- 
ond bite at the cherry in the annual 
(August) budget, and can use the Sever- 
ity of the mini-budget measures as a 
lever to rap the states over the knuck- 
les at the premiers" conference'— at 
which state-federal financial arrange- 
ments are settled — to be held in a few 
weeks’ time. The next big -hurdle 
will be taking a tough line with the 
states for 1985-86's borrowing pro- 
gramme. п 
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Asia houses over half of mankind. Everyday events are 
happening here that not only shape Asia's future but 
affect the entire world. Asía 1985 Yearbook covers 
these events, compiles analyses and interprets them. 
No businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In Its 26th Edition 

The Asia 1985 Yearbook, celebrating its 26th anniver- 
sary, is bigger and more comprehensive than ever 
before. Matching the rapid pace of Asian development, 
we have gone into greater detail, with deeper insight, to 
produce a book that anyone who has any dealings with 
Asia should have on the bookshelf. 


Features 

The Asia 1985 Yearbook includes a newcomer to every 
chapter — the Databox which gives an instant glance of 
essential data. You will find familiar chapters and fea- 
tures as well: a Regional Round-up, The Power Game, 
Population, Development Banks, Asian Finance, Asian 
Investment, Commodities, Energy, Aviation, Shipping, 
Trade & Aid, West Asia, South Pacific’ and Asian 
Organisations. '' 


The main body of the book contains chapters on 31 
countries. Each is divided into 3 sections + Politics/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging irom Afghanistan through China, to 
Korea and Japan, down through the Philippines to 
Australia and New Zealand and then back to Pakistan 
via India, Indonesia, Singapore and Malaysia. 


As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, 
including a full military profile of every country. Each 
country has a new map to go with its chapter. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from market poten- 


tial and population trends to foreign aid involvements . 
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How We Did It 
Published by the Far Eastern Economic Review, the 
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Yearbook is the result of thousands of man-hours spent _ 
every year. Every week, the Review's correspondents | 


provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 


staff contribute (as they have regularly for 26 years) to _ 


keep the Asia Yearbook pertinent. To give you Asia, - 
minus the mystery, minus the myth. To give you Asia aS — 
only the Far Eastern Economic Review can 


Soft Cover: HK$170/US$21.95/£20/S$49.50/M$56.50 " 


Hard Cover: HK$200/US$25.95/£23.75/S$58.50/MS67 


For airmail delivery, please add: 
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The Hongkong stockmarket is caught up in a burst of 
euphoria that may end in the traditional rude shock 


By Robert Cottrell in Hongkong 


he Hongkong stockmarket's Hang 

Seng Index is testing its highest 
levels in four years. The momentum 
which took the index up through the 
1,600 mark on 8 May proved suffi- 
ciently strong to sustain, in a week of 
mixed trading, a further rise to 
1,612.61 by close of business on 15 
May. Many share prices have more 
than doubled since the index hit its 
1984-85 low of 746 last July, two 


* months before the initialling of the 


Sino-British agreement which for- 
malised the two countries’ plans for re- 
turning Hongkong to Chinese sover- 
eignty after the expiry of Britain's 
lease on much of the territory in 1997. 

The Hang Seng Index's previous ex- 
cursions significantly above the 1,600 
level have been brief and unhappy: the 
boom-and-bust of 1973-74; and the 
less drastic collapse of 1981-82, when 
the index hit an all-time high of 1,810 
in July 1981, only to begin a slide 
which bottomed out at 676 in De- 
cember 1982 when both the Sino-Bri- 





H ongkong’s Wing On Bank is 
cleaning out its balance sheet in 
preparation for a possible sale or 
partnership deal. The bank an- 
nounced on 10 May a HK$119.7 mil- 
lion (US$15.4 million) net loss, which 
it plans to cover now with a HK$119 
million one-for-one rights issue. The 
loss is huge when measured against 
1983 shareholders funds of HK$284 
million and total bank assets of 
HKS2.7 billion. 

The bank's parent, the publicly- 
quoted Wing On (Holdings) which 
also controls а department-store 
chain, said it would take up the rights 
in respect of its own 51% sharehold- 
ing, and would underwrite the bal- 
ance of the issue. 

The remaining 49% of the bank is 
owned by the Kwok family, which 
founded it in 1934, and by their rela- 
tives and friends. Immediate mem- 
bers of the Kwok family are expected 
to take up their rights in respect of at 
least 10% of the outstanding equity. 

Wing On Bank's loss is due to pro- 
visions of HK$142 million made 
against doubtful loans on the bank's 
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Winging back to health 


A heavy loss by a Hongkong institution points to 
another banking licence soon changing hands 





tish lease negotiations and the local 
property market seemed at a nadir. 
There is no shortage of local analyti- 
cal opinion now in favour of the pro- 
position that the Hongkong market is 
pushing towards a new high this year. 
The uncertainty is rather over whether 
it will come sooner or later, and after 
how deep an intervening correction. 
"Everybody has been waiting for a cor- 
rection for absolutely ages," said one 
analyst, “but the market just seems to 
consolidate before moving on. It's real- 
ly a question of nerves at these levels." 
A fund manager argues that the 


Hongkong stockmarket can scarcely | 


be at a peak "when you haven't even 
seen the criminal element come out 
yet." A slowdown in the local economy 
is acknowledged and discounted by 
analysts who argue that the pricing of 
major Hongkong shares at typically 
less than 15 years' earnings is unde- 
manding even for those investors old- 
fashioned enough to want their money 
back in distributable earnings by 1997. 


books at 31 December, 
1984. The loans are 
understood to be to a di- 
verse group of property, 
shipping and industrial 
borrowers, and to have 
been made mainly in the 
period 1979-82, during 
which Wing On Bank's 
consolidated loans and 
advances expanded 
from HK$479 million to 
HK$1.4 billion. Philip 
Kwok, chairman of 
Wing On (Holdings), 
said the magnitude of 
the provisions was not 
apparent at the interim 
stage of the group's last 
financial year, when the holding 
company made no reference to its 
subsidiary's prospective loss and 
looked forward to higher group pro- 
fits for the year. Holdings declared a 
HK$20.4 million attributable loss for 
1984, against a HK$40.6 million pro- 
fit in 1983. 

Holdings' results were also depress- 
ed by a decision to sell out of a pro- 





Philip Kwok: magnitude 
not apparent. 
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r Hongkong nal 
net asset values or earnings per share 
— and a generally more reliable fore- 
casting tool. The 1981 bull market 
peaked a full nine months after the 
property boom which was supposedly 
underpinning it, leaving investors to 
swallow a series of share issues from 
property companies hurrying to trans- 
late paper valuations into cash. 

The subsequent collapse, during 
which many professional investors 
simply deserted Hongkong altogether, 
made it the worst-performing major 
stockmarket in the world in both 1982: 
and 1983. (In 1984, Hongkong's re- 
covery made it the world's best-per- 
forming major stockmarket in both 
local-currency and US dollar terms. It 
remained the strongest market for the 
first four months of the current year, 
yielding a total return to investors of 
more than 25%.) 


A deterioration in the quality of buy- 
ing on the Hongkong stockmarket in 
recent weeks, with the emphasis shift- 
ing away from recovery situations to 
speculative ones, suggests that further 
short-term rises in the Hang Seng 
Index may be fragile. A major short- 
term influence on sentiment will be the 
annual general meetings of large pub- 
licly quoted companies including Jar- 
dine Matheson Holdings, and its asso- 







perty-development joint 
venture in Hongkong's 
Deepwater Bay, the main 
contributor to a HK$48.3 
million provision against 
"investment and deve- 
lopment projects." 
Kwok told the Review 
that the Wing On group 
had been approached by 
"a number of parties" 
interested in acquiring 
the bank, and that it 
might sell “if the price is 
right." He said the 
highly competitive na- 
ture of the Hongkong 
banking sector, particu- 
larly for small and 
medium-sized  institu- 
tions, meant that the 
group was reviewing the 
long-term role of its 
banking operations. 
Sale was one possibility, 
he said; the other was 
expansion, probably requiring part- 
nership with other — perhaps over- 
seas — institutions. While Kwok de- 
clined to say what partners might be 
in prospect, the bank is already indi- 
rectly associated with Singapore's 
Oversea-Chinese Banking Corp. 
(OCBC), through OCBC's 24.23% 
shareholdingin Wing On (Holdings). 
— ROBERT COTTRELL 
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kong Land, the 
ecovery stock, 15 now 


modest discount: te 
: HK$6.45 a share 
1984 low’ of* 


three: limes its 
ongkong and 
Kowloon .Wh па. Godown's 
HK$7.40 a sh id for Wheelock 
Marden, the property and. shipping 
group, seems to have been generous — 
atleast in the view of outgoing.chair- 


5: man John Marden, who was willing to | 
| in general. The local currency rose on 


sell his own stake at HK $6. 
In general, 





in property valuations -— which are es- 
timated by the stockbroking firm Vic- 
kers da Costa to have risen by an aver- 
age 25% since the lease agreement was 
reached, with a further 10% apprecia- 
‘tion likely within the next 12 months. 
The overborrowed developers have 
been the main corporate beneficiaries 
of Hongkong's falling prime rate — 
down from 17% last July to a current 
9%, enough to rescue the liquidity of 
many and the solvency of some. 
The relative recovery of the property 
sector is a relief, not just to the over- 
borrowed, but also to the overlent: the 

























AHL insolvent 


Associated Hotels (hotel owner and 
property developer), Hongkong. Year 
to 30 Sept. 1984. Loss attributable to | 
shareholders HK$218.81 .. million | 
(US$28 million) vs loss HK$358 mil- 
lion. No dividend. Insolvent with net 

worth a negative HK$173.48 million. 

‘Company . made provisions of 
HK$230.89 million against property 
projects. It plans to restructure to 
raise new equity capital. 


Citizen arrested 


largest watch manufacturer), Japan. 
Year to 31 Mar, 1985. Net profit 
¥5.91 billion (US$23.4 million) vs 
35.89 billion. Sales ¥147.75 billion 
vs. ¥127 
share, unchanged. Company fore- 
‘casts net profit to reach ¥6 billion in 
current year on sales of €156 billion. 


JVC slows down 


Victor Co. of Japan (major maker of 
audio components). Year to 20 Mar. 
1985. Sales ¥650.1 billion (US$2.6 
billion) vs ¥552.9 billion. Recurring 
profit ¥42.8 billion vs Y41.2 billion. 
Net profit 19.7 billion vs Y17.1 bil- 


property-sector share | 
prices have far outstripped increases | 


Citizen Watch Co. (world’s second- | 


.49 billion. Dividend ¥7.5 a | 


Aion. Dividend ¥12.5 a share, un- 
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| rigorous regulatoi j 

| Bank announced on 10 May a HK$119 | 
к, have now ele Hong- | 
arket’s biggest and | 


| sidiary of Unilever), India. Year to 31 





million rights issue to fund an equiva- 


lent net loss reported for 1984. Over- | 


seas Trust Bank has sold both its major 


i subsidiaries in the past six months, at 


anapparently declining premium. Sun 
Hung Kai and Co. swallowed HK$430 
million of doubtful debts in order to 
prepare its banking subsidiary for sale 
to Arab Banking Corp. . 


he enthusiasm of investors for 
Hongkong equities is part of an 
eagerness for Hongkong-dollar assets 


10 May toa record three-cent premium 
to its theoretical HK$7.80:US$1 “peg,” 
despite a short-term interest rate dif- 


| ferential of 1-2% in favour of Eurodol- 


lars. This differential must reflect a de- 
gree of expectation àmong some in- 
vestors that the Hongkong dollar 
"peg" will be adjusted at some point in 
thie future to increase the value of the 
currency in US dollar terms — though 
Financial Secretary Sir John Brem- 
ridge routinely cautions that the two- 
year-old peg would be adjusted only in 
exceptional circumstances. 

The easy conditions in Hongkong's 
money markets probably reflect à wil- 
lingness by residents to bring funds 





changed. Despite sales increases 
owing to VTR exports to North 
America, profit growth were slowed 
because of tough competition and de- 
preciation. of European currencies. 
The company predicts a 5% rise in 
sales in current year, , 


Bangladesh Tobacco up 





adesh Tobacco, Со. (tobacco 
producer, 66%-owned by British 
Amegican Tobacco Co. 32% by 





ladesh Government, : 2% by in- 
dividuals), Bangladesh. Year to 
31 Dee. 1984. After-tax profit Taka 
62.2’ million (US$2.4 million), up 
6%. Gross turnover rose 16% to Taka 
3.04 billion, more than 69% of which 


was paid as excise duty. Dividends 
22.5%. 


Hindustan Lever up 


Hindustan Lever (51% owned sub- 


Dec. 1984. Pre-tax profit Rs 440.1 
million (US$35.2 million) vs Rs 422.2 
million. Net profit Rs 216.8 million vs 
Rs 185:6 million. Sales Hs 6.16 billion 
vs Rs 5.01 billion. Dividend 12.5% vs 
11.5% making total 24% vs ou. 
Company plans to invest Rs 2.5 bil- 
lion in new projects in the next three 
years. 













| longer-term aim is the 












Hongkong 


Southeast Asian countries 







corporate or real estate 
tomer deposits with bank: 
sit-taking companies in 
grew 2295 in the 12 months to 
1985, while loans and advances gr 
by just 7.1% during the ао T 
“weight of money 
lar with the stockmarket's 
bulls, as is the supposed re 
fund managers to be caught c ox 
profits too goon. 
It was a commonplace 
the depths of politi 
ago, that local investe 
more pull marketin which H 
shares if not for a profit, the 
only a small loss. That c 
have had, and foreign 
profited from the op 
question now is whether th 
market will behave like 
major stockmarket in the 
solidating, gaining or losing | 
with prevailing monetary and 
mic trends; or whether the t 
becomes irresistible for loc i 
to push for bigger, quicker and 
bier profits and all hoping to be 
first in at the bottom, then at les 
out at the top. 
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PETER SCOTT 

IS WAITING 

TO HEAR FRO! 
YOU 


Peter is managing director ol Com 
cial & Industrial Developments (Austra 
fia} Pty. Limited, a Sydney based 
erty development company with proi 
under construction or planned for 1 
totalling $A50m. 


His company is highly skilled in the 
financing. design, co-ordination, project 
management and construction ot pro- 
jects in the SA2m and upwards market 
He is in Hong Kong from i 16-19 and 
May 25-27 to meet people interested in 
specific development opportunities i 
Asia and/or Australia. 


Please contact Peter Scott or his national 
projects manager, Ross Morton at the 
Sheraton Hong Kong Hotel (May 16-19, 
25-27) teleptione 69 1111. 


wal 


CID Group of Companies 


( 






Commercial & isdusinal 
Developments (Australia) Pty 
340 Kent Si , Sydney 2000 
Telephone i02) 290 1111 
Telex CIDAUS 176828 

DX 764 Sydney 










HONGKONG: The wave of euphoria continued 


to carry the market, fuelled by speculation of 
fresh takeover bids for a number of companies, 
with Jardine Majheson the favourite, target. 

Anticipation of further recoveries in the prop- 
erty market coupled with relatively low interest 
rates also helped sentiment. The Hang Seng 
Index shot through the 1,600 psychological bar- 
rier on the second trading day, having broken 
"through 1,500 only a week ago. The Hang Seng 
Index closed at a four-year high of 1,628.29 
- points, up 31.86 on the perod. Volume surged to a 
daily average of HK$430.82 million (US$55.2 
million). 


s APURE; The market perked up in thin 
ading based solely on developments outside 
More. Fraser's Industrial Index notched up 
5.53 points to close at 4,420.43 on 13 May. The 
_ first surge during the period came on 13 May, 
when the index added 37 points as settlement of 
the long-drawn-out crisis in the Malaysian 
Chinese Association appeared to be in sight. 
alysts believed the healthy performance of 
Wall Street during the period also boosted the 
local bourse. The belief that the booming Hong- 
kong market might be ripe for a correction also 
brought back some investors. The daily average 
rnover amounted to 7.02 million shares. 


1 ALA LUMPUR: anaemic trading early in 


th e per iod picked up visibly at the close as unease 
over political in-fighting in the Malaysian 
- Chinese Association dissipated on news of an 
out-of-court settlement. Fraser's Industrial 
Index for Malaysia rose by 31.38 points on 10 
May, the day the accord was made public. Daily 
ading volume rose to an average 5.6 million 
ts. Total turnover for the period was M$64.5 
ion (US$26.1 million). 




















































| / * A more favourable credit environ- 
mei taided a slight pick-up in trading tempo and 
an odest price rally. The Manila and Makati 
bourses grossed P11.8 million (US$638,000) on 
244.62 million shares, roughly double the volume 
and triple the value of the preceding period. The 
total included a pre-arranged deal involving 
30.22 million shares of Philex worth P2.18 mil- 
ш оп at а quarter-centavo markdown. However, 
gains by Atlas and Lepanto pushed the mining 
dex up 1.25 to 655.59 points. Despite the good 
showing of PLDT, the commercial-industrial 
index was off 3.25 at 129,72 points. The oil index 
appreciated 0.029 of a point to 0.644 during the 
period. 























$ 
SEOUL: The market suffered another gloomy 
period which saw the index dropping to its sec- 
ond- lowest point this year — down 0.93 of a 
int to 132.85. Trading was thin. Analysts attri- 
uted the continuing gloom to worries about the 
economy, particularly the slowing of exports and 
domestic construction activity. The market ap- 
pears to be waiting for some encouragement 
from the government. Best performers were 
beverage stocks, up 10.67 points, and fabricated 
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Lost, now retrieved 


N ALAYSIA rapidly recovered ground lost in the recent political crisis involving a 
. member of the ruling National Front coalition, the Malaysian Chinese Association, to 
lead Asian markets in gains in the period to 13 May. Hongkong was not far behind. 
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metals, T m chemicals fell the furthest, down 
6.8 points. Pusan Foods enjoyed the biggest in- 
crease. 


TOKYO: investor interest in sstocks tied yto 
likely targets of domestic economic stimulation 
rose markedly, particularly property issues, such 
as Heiwa and Mitsubishi Estate. Similarly, con- 
struction companies were bought. Investor belief 
that the US dollar is about to take a fall against 
the yen put currency-sensitive stocks in the spot- 
light. Integrated-circuit makers’ did especially 
poorly amid waning interest in blue-chip electri- 
cals. The Dow-Jones Average (fórmerly the Nik- 
kei-Dow Jones Average) climbed steadily, 
finishing at 12,541.53 points on 13 May. Daily 
volume averaged 346.4 million shares. 


AUSTRALIA: Euphoria ahead. of the expected 
tough mini-budget pushed stockmarkets to new 
highs on 13 May. Local optimism was also fuelled 
by the strong tone on Wall Street. The All-Or- 
dinaries Index touched a new record of 892.7, a 
rise of 8.4 points on the day and an increase of 
17.6 points on the period. The metals and mining 
index romped ahead over the period, closing at 
620.1 compared with 554.2 for a rise of 65.9 
points. The industrial sector"added about 20 
points over the period to 1,240, with banks lead- 
ing the rise. Blue chips performed well and"gold 
stocks were strong. 


NEW ZEALAND: The market ran out of strong 


buying support in the period to remain largely 
static. There was a respite from takeover activity 
with corporate results taking the spotlight. The 
results were largely in line with expectations. 
More profit announcements are expected in the 
next few days and in the absence of further take- 
over activity the market should remain at pre- 
sent levels, 


BANGKOK: Reversing the earlier trend, the 
market ended the period on a higher note. Trad- 
ing in the first half remained-sluggish as traders 
continued to take a wait-and-see posture. Siam 
Citizens Corp.'s good results helped sentiment. 
The Book Club Index picked up 1.68 points on 
the period to close at 137.80. Thai Danu Bank 
was the week's star performer. Volume was up to 
Baht 260.8 million (US$9.4 million) with 3.04 
million shares changing hands. The daily aver- 
age turnover was Baht 52.16 million. 


TAIPEI: А slight upturn in exports for April was 
not enough to revive the market, which con- 
tinued its decline of the past nine periods. The 
weighted price index closed down 10,78 points at 
723.38. Of the seven specialised shares indices, 
only construction showed gain, and a modest 
one at that, rising from 314.18 to 315.19. Electro- 
nics suffered the most, with the index dropping 
from 223.29 to 217.32 on investors' concerns over 
the stability of strong orders of consumer-elec- 
tronics goods from China in recent months. Daily 
transactions for the period averaged a low 
NT$306 million (US$7.7 million). 
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HONGKONG 


Hang Seng Index 
7 May 1.59 
8May 1,62 
9 May 1,61 
10 May 1,61 
13 May 1,62 
Change on week +24 
13May change 
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Dow Jones Average 
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Hitachi's visual-tactile robot can 


handle objects as fragile as eggs 
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because its sensors de 
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attain sensitivity almost equal t 
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Your mechanical right-hand man 
Today, the results of Hitachi research are 
in use all around you. Robot welders using 
microcomputers )ullt-in sensors tc 
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Industrial Components and Equipment Departm 


Kanda-Surugadai 4 chome 


The best of worlds is yet to come 


HITACHI 


What yor 
from a workin: 
Hewlet 


“At Kuo Feng, the HP 3065 
PC Board Test System 
helped increase our yield 
rate by 25%, and decrease 
our stock rate by 207; 


“The Q-Stats Management Report 
Systems have proved very effective in 
the gathering of statistics and the 
analysis of our current production 
situation.” 


Kuo Feng of Taiwan has long been 
renowned in the plywood industry, an 
since 1983 has played a major role in | 
booming business of electronic 
information. It produces a wide range 
products, from computer terminals anı 
colour monitors, to switching electric 
power supplies. 


Mr Sun Jen-yuan, the Chairman of th 
Board, said, "After we began using the 
HP 3065 system, we were able to 
manufacture complex circuit boards ar 
improve the quality of our products 
generally. 


“HP provides excellent software 
consulting and a complete after sales 
service for their hardware. This has 
meant our HP 3065 has been a 
completely reliable support, and has le 
us concentrate on developing new 
markets. To me, HP is without doubt 
the best of business partners." 





You should consider a working partnership with HP. Now. 


Call or write to your local office. 


Australia India Japan 

Hewlett-Packard Australia Pty Ltd. Blue Star Ltd. Yokogawa-Hewlett-Packard Ltd. 
Blackburn, VICTORIA. Tel: 895-2895 BOMBAY. Tel: 4226155 Sukinami-Ku, TOKYO. Tel: (03) 331-6111 
China Indonesia Korea 

Hewlett-Packard Beijing Rep. Office Berca Indonesia P.T. Samsung Hewlett-Packard Ltd. 

BEIJING. Tel: 33-5950 JAKARTA. Tel: 373009 SEOUL. Tel: 784-2666, 784-4666 

Hong Kong Malaysia 

Hewlett-Packard Hong Kong Ltd. Hewlett-Packard Sales (Malaysia) Sdn. Bhd 


HONG KONG. Tel: 5-8323211 KUALA LUMPUR. Tel: 03-986555 


M Varta Pte Ltd in 
"Singapore, the HP computer 
Systems speed up our testing 
iprocess by 10-fold ? 


'One of the two HP 1000 systems we 
ase handles automatic testing of nickel 
zadmium batteries and has been in- 
'asing the testing rate tremendously, 
thus saving us considerable cost.” 


Varta is one of the world's largest 
suppliers of batteries. Its products 
‘ange from minute consumer batteries 

Wo huge industrial ones. 


Mr Helmut F. Glaser, Technical 
Manager for Varta Singapore, says, 
‘We also use the HP 1000 to maintain 
sour worldwide battery industry 
information file, which enables us to 
wassess research needs, project sales and 
compare performance. Easy access to 
this information is definitely 
invaluable. 


“With this file on line, we can generate 
comparison reports for management 
meetings in hours instead of days, as 
before. And simple reports only take 
minutes. 


“HP was the only vendor offering a 
total solution to our needs. The 
availability of professional support 
service and the reliability of the 
hardware were reasons for choosing 
HP. In fact, we're so impressed with 
the product delivered that we would 
recommend it." 


Philippines 

the Online Advanced Systems Corporation 
Makati, METRO MANILA. Tel: 815-3811/6 
singapore 

lewlett-Packard Singapore (Sales) Pte Ltd. 
SINGAPORE. Tel: 4731788 





Taiwan 

Hewlett-Packard Taiwan Ltd. 
TAIPEI. Tel: (02) 712-0404 
KAOHSIUNG. Tel: (07) 241-2318 


Productivity. Not promises. 
A" UJ HEWLETT 
Urea Co Lid, a Ж PACKARD 











The Mandarin Singapore 





The majestic Mandarin Singapore, with its diverse range of dining, 
entertainment and recreational outlets, is located in the heart of the 
main shopping and tourist district along fashionable Orchard 
Road, next to a cinema and bowling alley. Just 30 minutes’ 

drive by taxi from the airport and 10 minutes’ drive from the 
banking and commercial district and harbour. 


General Facilities 

• 1200 Rooms * 5 Restaurants • Nightclub e Disco Club 

e 5 Cocktail Lounges * 24-hour Сеанс e Shopping Arcade 

e Airline Offices • Bank • Travel Agent and Car Rental Counters 
e Medical Clinic • Hairdressing Salon • 24-hour Room Service 

* Laundry and Valet Service 


Mandarin Recreation & Health Centre 

• Gymnasium ® Massage • Steam & Sauna Baths • Hydro-pool 
• Tennis • Squash e Swimming Pool • Golf and Aquatic Sports 
can be arranged 


Conference & Banquet Facilities 

e Pillarless Ballroom (for 1200 persons) • Meeting/Exhibition/ 
Banquet Rooms (of various sizes) • Full range of up-to-date Audio- 
visual Equipment € Executive & Secretarial Services 

* Foreign Interpreters and Guide Service 


For reservations, please-call your travel agent or: 

* LEADING HOTELS OF THE WORLD 
Hongkong (5) 221-142, Jakarta (21) 321-307, Osaka (06) 453-6501 
Tokyo (03) 585-7510, Manila (2) 857-811, Bangkok (2) 234-9920 
Singapore (65) 737-9955 

* UTELL INTERNATIONAL 
Hongkong (5) 295-591, Tokyo (03) 407-0564, Manila (85) 46-55, 
Singapore 338-3488. 


rd 


333 Orchard Road, Singapore 0923. Telephone: 7374411. Cable: Manrinotel. 


Telex: RS 21528 Manotel. Fax: 7322361. Postal Address: Killiney PO. Box 135, Singapore 9123 


Managed by Mandarin Singapore International 
MSI Regional Sales Offices: New York (212) 8387874 * Los Angeles (213) 627-0185 
© London (01) 583-5212 • Sydney (02) 276477 * Tokyo (03) 584-4250 

















Busin^s.; 
Travelc 
With 
The 
Review 


When it comes to reaching 
Asia’s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 




































At present most of the 
world’s leading airlines with 
routes in Asia use the Far East- 
ern Economic Review regu- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 





If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1982/88 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to:— 
Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 
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XO at its best 
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LETTER FROM HAADYAI 


he economy of this major southern 

Thai town near the Malaysian 
border thrives on two things: smuggl- 
ing and prostitution, Smuggled goods 
from Singapore and Malaysia — 
ranging from fresh fruit to video-cas- 
sette recorders — supply a sizable 
domestic tourist trade, and also find 
their way northwards as far as 
Bangkok. Prostitution is almost ex- 
clusively geared to a massive influx of 
Malaysian visitors — nearly 600,000 
last year, double the previous year's 
total. 

This influx has been behind the 
phenomenal growth of Haadyai's ser- 
vice industry. There are currently 
about 6,000 hotel rooms, with an 
average 60% occupancy. Мапу 
operators complain about a general 
business slowdown this year. But 
new projects are under way — in- 
cluding an international-standard 


212-room hotel being built by the 
Phuket-based Juti Boonsoong group 
of diversified mining and industrial 
interests and scheduled for comple- 
tion in mid-1986. 

The other “service” industry — 
rendered by an estimated 10,000 
prostitutes plus a lesser number of 
girls in various entertainment estab- 
lishments — has long been an em- 
barrassment to many Haadyai resi- 
dents. But despite the fact that pros- 
titution is illegal in Thailand, law- 
enforcement authorities have chosen 
to turn a blind eye. One senior 
tourism official asked: “What else 
can the police do? If itis stamped out, 
the local economy would probably 
collapse in less than a week.” 

The local tourism office has no 
statistics on Malaysian spending, but 
though Malaysians tend to stay only 


two or three days as against the over- 
all average of five days, the fact that 
they spend freely is obvious to any 
visitor. It can be seen in the booming 
restaurants and retail trade and in a 
night life which rivals Bangkok’s. 
But, while the sex trade is a tourist 
attraction, it is also a constraint on 
tourism growth. “The flow of Malay- 
sian visitors has become highly sensi- 
tive to often-negative coverage [of 
southern Thailand] by the Kuala 
Lumpur press," commented a hotel 
executive. A series of scare stories 
about a strain of "super VD" said to 
be rampant in Haadyai is said to have 
contributed to an aggregate drop in 
visitors in 1982-83, though figures 
have picked up again since then. 
Thai officials and businessmen also 
complain that recently Malaysian au- 
thorities have been indirectly dis- 
couraging cross-border travellers 





through more cumbersome proce- 
dures on the issue of travel docu- 
ments and strict taxation on Thai 
goods taken home by returning Ma- 
laysians. 


B oth the press stories and the offi- 
cial clampdown are seen here as 
part of a deliberate campaign by Kuala 
Lumpur to stem capital outflow. 
“The Malaysians will continue to 
visit Haadyai because our costs are 
still relatively low. But total visitors 
[annually] will stabilise at the cur- 
rent level,” commented  Narong 
Pornpiriyakulchai, director of the 
local tourism office. 

To counter this, new emphasis is to 
be put on domestic tourists, with 
Haadyai being promoted as a centre 
for Thailand’s scenic deep south. But 
most people believe smuggled goods 












































will remain the main attraction for 
the estimated 400,000 Thais who visit 
annually, at least in the foreseeable 
future. 

The two-way illicit border trade 
has kept the Haadyai economy throb- 
bing, not as much as prostitution has 
but certainly to a considerable ex- 
tent. The smuggling — particularly 
the inbound traffic — has also been 
adversely affected in recent months 
by the Thai Government's inten- 
sified crackdowns as part of the over- 
all drive to raise additional tax re- 
venue to fill a widening budget de- 
ficit. But due to a shortage of govern- 
ment personnel — and violent repris- 
als from the smugglers — little over- 
all improvement is expected. 

For several years, service-related 
businesses here have been privately 
lobbying for government approval to 
declare Haadyai a tax-free haven to 
attract both local and foreign visit- 
ors. But the call has so far been of no 
avail, and is likely to remain a dead 
issue, 

Top of the list of smuggled items 
from Malaysia — or Singapore, via 
Malaysian territory — are electrical 
appliances, from transistor radios to 
video-cassette recorders, brought in 
by Thai trawlers and an army of 
motorcyclists —criss-crossing the 
numerous jungle roads along the bor- 
der. Fresh fruit and Chinese canned 
and dried foods are also favourite 
items and, like the electrical goods, 
often find their way to the thriving 
Bangkok black market. 

Going the other way, into Malay- 
sia, are rubber, rice, tin, and some 
foodstuffs and consumer items pro- 
duced cheaper here than in Malaysia. 
Tin is probably the single largest item 
— 12,000 tonnes, or about 65% of 
Thailand's official quota allocated by 
the International Tin Council, is be- 
lieved to have been smuggled out of 
southern Thailand last year. 

The exact size of the illicit cross- 
border trade is difficult to gauge, but 
some analysts believe that the 


amount of smuggled tin, in particular, 
gives Thailand an unofficial trade 
surplus. And despite the recently 
stepped-up suppression efforts, the 
deep-rooted and efficiently operated 
underground trade is likely to con- 
— PAISAL SRICHARATCHANYA 


tinue. 
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"THE BEST BUSINESS DEALYOU'LLEVER | 


| 4 


The Wings of Paradise 


Г you're a good businessman, you'll 
appreciate a good deal and that's exactly 
what Air Lanka Business Plus represents 
value for money. A Business Plus welcome 
with French champagne. Plus first 
class cuisine. Plus finest china 
Plus plenty of room to conduct the business 
of putting your feet up and expenencing 
in-flight care, that's Paradise itself. Plus 
a lot more. Flying Business Plus makes 
a good deal of sense. Business Plus 
On the Wings of Paradise. w 


AIRLANKA Ê 
BUSINESS PLUS 


A Class of its Own 














. .WUS-nCCOU. T 
where your dollar 
makes more cents. 


Earn a skyscraping, guaranteed rate of interest on 
your Jyske Bank U$-Account. 





The U$-account which 
allows withdrawal on 
demand and doesn't 
even require a minimum 
deposit. 

What more could you 
reasonably ask for? 

Well, may we suggest that you 


ask for: 
The offer closes on 
* No fees or charges when 30th July 1985. 
opening the account 


So, if vou want your dollar to make 
more cents, send the coupon to 
Jyske Bank for further information 
about your US-Account now. 


* Exemption from Danish taxes 

* Excellent service based on 
vears of international 
experience 


But hurry, as the offer is limited. 


$ JYSKE 


БАЎ BANK 


International Division 
Vesterbrogade 9, P.O. Box 298, 
DK-1501 Copenhagen V, Denmark. 
Tel.: - 4512122 22 


Because that's what you get into 
the bargain, when you open your 
U$-Account with Jyske Bank. On 
top of the skyscraping 84% interest 
rate, guaranteed until Ist May 1987. 
And since your deposit can be 
withdrawn on demand, it’s as 
flexible as cash, ready to change 
into any other currency, any time. 
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Please send me further information about U$-Account І 
Jyske Bank, Dept. No. 701132, Private Clients Department, 

Vesterbrogade 9, DK-1501 Copenhagen V. Phone: + 45 121 22 22 
First name: Please write to me in 


О English 





Address: O Deutsch 


Olam already a Jyske 
Bank customer 


H Family name: 


701132 
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Undercovered 


Your COVER STORY Sri Lanka — poli- 
tics of paranoia [21 Feb.] not only hides 
more than it reveals but contains obvi- 
ous bias in many statements made in 
what ought to have been a realistic 
piece of journalism. Misinformation and 
mis-interpretation of Sri Lankan his- 
tory and its Buddhist tradition is a case 
in point. Many non-Sri Lankan read- 
ers of your magazine have registered 
their protests by writing to this col- 
umn. Besides bias, deficiencies in 
facts, as opposed to opinions in the re- 
port, unfortunately denied many read- 
ers a realistic account of the con- 
flict 

It is a great pity all three correspon- 
dents failed to explain adequately the 
fundamental geo-political factors and 
present a balanced view of the situa- 
tion. The jingoists of Tamil Nadu play 
host to Sri Lankan Tamil terrorists and 
this is no secret. Further pressure 
groups from the same quarters operate 
in New Delhi to keep up the false prop- 
aganda of Tamil discrimination and 
genocide in Sri Lanka. This prop- 
aganda is carried on in other countries 
by terrorist agents to win friends, 
funds and jobs for the “boys.” Tamil 
terrorists are received with open arms 
in Tamil Nadu where they have safe 
havens from which to operate. 

What is possible in a total war is not 
possible in hit-and-run terrorism 
where agents of terror are virtually 
protected by another state in close pro- 
ximity 

It is indeed a very sad fact that two 
founder members of the non-aligned 
movement with a long tradition of 
religious and cultural ties dating back 
to pre-Christian era are today 
caught up in a vicious circle of dis- 
trust and misgivings to satisfy the 
chauvinist aspirations of a minority of 
Tamils in both countries. In this situa- 
tion itis clearly a case of tyranny by the 
minority. 


Petaling Jaya WIJAYE NANDA 


Оп the wrong track? 


In the article on Bandung [9 May] I was 
erroneously quoted. I did not tell your 
correspondent [Richard Nations] that 
the final declaration was *a unilateral 
act of the host country" carrying little 
authority. What I told him on the train 
from Jakarta to Bandung was that the 
first draft declaration was not very re- 
levant. Both before and at Bandung 
various countries, including Sri 
Lanka, suggested various amend- 
ments. The Sri Lankan amendments 
suggested in Bandung were all ac- 
cepted and incorporated in the final 
declaration. After the conference I met 
your correspondent and specifically 
told him that I now considered the dec- 





0 MAY 1985 e FAR EASTERN ECONOMIC REVIEW 


WHY THE OWNER 
OF A PATEK PHILIPPE HAS MORE 
THAN JUST 
MONEY’S WORTH. 


Nautilus. 


















A Patek Philippe is the costliest watch to make. But foi 


its owner, the real value goes beyond the question of money. 
The Nautilus model illustrat- ed here requires, on average, nine 
months to manufacture. It is 


standing addition to the Patek 


therefore not surprising that this out 
Philippe range is limited to a few hun 
dred pieces only, each year. 

-atient hands of master- watchmakers finish each part of the move 
ment to near perfection. Every wheel, pinion, pivot and minute screw 
is individually crafted to a hundredth of a millimetre. 
In the men's Nautilus a solid 18 ct. gold rotor ensures maximum 
winding efficiency. 

In the ladies’ Nauti lus, slimness and practicability are ensured by a 
quartz movement. De signed and crafted in Patek Philippe's own ate 
liers, this elec tronic marvel matches the quality criteria as 
stipulated for our mechanical timepieces. 

The two-piece case incorporates a water-resistant sealing system which 
completely protects the men's Nautilus to a depth of 120 m (396 ft) and the 
ladies’ models to a depth of 60 m (198 ft). 

Each link of the Nautilus bracelet is hand-crafted; polished or satin-finish 
ed,andthen individually assembled. In reality, it is only by being hand-finished 
that a timepiece can be turned into a masterpiece. 

If you are aiming for perfection you need patience. Perseverance also 


and perhaps a streak of stubbornness — are often needed to achieve the best 





things in life. 


© 
БЫ 


y. * . r А d, 
Queen Victoria, Charles Lindbergh, Richard Wagner, Franklin D. $14 
; 
Roosevelt ... and many other famous people have worn a Patek Philippe. PATEK 
Many more are wearing one right now. 


All of them for more than just money’s worth. PHILIPPE 
SENEVE 


Write for catalogue to 


Patek Philippe S.A., 41, rue du Rhône, CH-1211 Geneva 3 FOR MASTERS OF THEIR TIME. 








Above: The NASA-specification Nikon ЕЗ (astronaut's right shoulder) 


NIKON'S THE ONE 


The most famous name in cameras. Out in space, or out in the 
garden. Nikon's the one. 

And for fully automatic snapshots, the Nikon L35AF is the one. 4 
Everything is automatic. So all you do is point and shoot. Pop-up 
flash, film advance, and more — all are fully automatic. 

Next trip take along your Nikon. So no matter 


how far you're going, you'll have 
some down-to-earth pictures to F i 35 ИЕ 
show your friends. Nikon 


No one takes care of all your photographic needs like Nikon. 


Nikon, 


NIPPON KOGAKU K.K. Fuji Bldg., 2-3, Marunouchi 3-chome. Chiyoda-ku, Tokyo 100, Japan 












; clearly the basis for co- 


the Third World. 

» The declaration set out the im- 
mediate tasks before the countries of 
the Third World, namely the creation 


à B M i 
of a new international economic order, | 
and a new international information 
and communications order, both of 


which were the urgent relevant tasks 
for these countries. 
There were many drafts between the 
original and final declaration. In my 
speech at the closed conference I speci- 
fically stated that the final declaration 
was good and was fully acceptable to 
Sri Lanka. ESMOND WICKREMASINGHE 
Chief Sri Lankan delegate 
Colombo to Bandung 1985 
` „® Richard Nations replies: My notes 
confirm Wickremasinghe used the 
words quoted, and that the conversa- 
tion took place not on the train to Ban- 
dung but the following day, 24 April; 
‘before the final draft declaration was 
issued and after paragraph 8 was 
amended sto Sri :Lanka's satisfaction. 
Qur conversation dealt generally with 
the closed. nature of the drafting pro- 
cess, though 1 accept his clarification 
that the unilateral act refers to the ear- 
lier and not final draft. 


For the record 


It is difficult to understand how V. G. 
Kulkarni [Fingers in every pie, 16 
May] managed to include so many in- 
correct facts —~ let alone conclusions ~~ 
in his article when the “source docu- 
ments” are publicly available. 

Be that as it may, we would like to 
state categorically that the under- 
signed are businessmen in their own 
rights and do not represent, legally or 
beneficially — and аге not nominees of 
— any person in Brunei. Parkwood In- 
vestments .is a /sey-incorporated 
holding company f e family of Pen- 
giran Isteri.Pengira&i Апак Zariah, the 
sister of Pengiran;Anak Jaafar, who, 
incidentally;is the 
Bolkiah. Parkwood 
ampany. 

For purposes of record, the under- 
signed manage QAF.Ltd and no deci- 
Sion — major or otherwise — is refer- 
red to any member of the royal house 
nor are directions, general or other- 
wise, given by any such members. It isa 
commercial company: with no grand- 
jose aspirations. Your correspondent 
would haveserved your magazine well 























* CORRECTION 


In the story Vietnam 
. Duàn was incorrectly 
worked in the sout 
States, and Defence Min 











Van Tien Dung 
rman of the 
ors, which were 
etted. 








existence among different countries of | 





DIQU 
; Singapore - PENGIRAN ANAK. tan. This 
most ingenuous 
fence minister ir 
It reminded me of wha 
ter’s predecessor (of the pos 
dence era) said, and I quote: ' 
1 will send the army 
air force. And if afte 
to show aggression І 
send the navy!" All € 
Srinagar, Kashmir, when the mini 
was addressing Congres 
directing his anger at i 
Kashmir issue. It o 
how some statement 


| € V. С. Kulkarni replies: All the facts 
and figures in my article came from | 
public documents and interviews with | 
market sources. The only discernible | 
error related to the issued capital of Is- | 
land Development Bank which was in- | 
creased recently and is now B$12 mil- | 
| 
| 
i 
| 
| 
















lion (US$5.4 million). 


Echo of the past 

In Brian Cloughley's very well-written 
THE 5TH COLUMN [25 Apr.], the fol- 
lowing paragraph held particular sig- 


nificance: “Indian Defence Minister 
| [P. V. Narasimha] Rao went on tosay in 
























Senior Industrial and 
Financial Economist: 


The World Bank plans to make 


| some appointments 

|. industrial and financial sector issues, The obj 1 

* top calibre cadre of experienced profession: 
financial policy, іп response to the reat 

^. borrowers in these fields. 

The growing needs for restruct 

institutions in develop. 

advisory activities. This 

encouraging more outward-l 

Systems for investment and 

institutions. 

















group based in Washington. This ce 
responsible for formulating Wor. r 
trade and finance; advising other sta 
that World Bank lending operations and 
policy objectives. | 
The positions involve a moderate di 
policy-oriented projects and econo 
advice must be tailored to the spe Ji 
must also take account of what is acceptable anc ible, often in 
cult political environments. The central policy staff directs its policy 
advice and recommendations to government officials at the highest eche- 
loris of responsibility. Excellence in professional skills must therefore be: 
combined with an acute sense of interpersonal relationships in dealing 
both with representatives of governments and with colleagues. Patience 
and negotiating skills are critical assets to ensure that policy advice is 
accepted and implemented. Reward is in convincing rather than 
commanding. 
-Applicants should have similar experience in high level policy advice posi 
tions; they should command international recognition in the fields of 
industrial, trade and/or financial policy; and they should have a demòre 
strated ability to manage and coordinate the work of others. 

sitions are located at the Bank's headquarters in Washington, D.C. 
The World Bank offers a competitive ry and benefits package. Pleas 
. Send detailed resume, quoting reference no. 52-UKG-0205 
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“AND ITS EYES 
. TO@CBS 
TELEVISION 


The Boeing Company, IBM, Kodak (Export Sales) Limited, Procter 
and Gamble, Stauffer Chemical Company and Weyerhaeuser Com- 
pany. These six corporate leaders recognize the enormous profit 
potential in China. They also recognize the value of early entry into this 
virtually untapped market of over one billion consumers. That’s why 
they have signed on as charter sponsors of a CBS-driven television 
project in China. 
Under an agreement signed last year and renewed for 1985-86, 

CBS is supplying approximately 64 hours annually of entertainment, 
sports and cultural programming—with commercials—to China Central 
Television (CCTV). This represents the basis for the first regularly 
scheduled Américan television broadcast in China. And since its 
premiere in December 1984, it has received an “overwhelmingly 
favorable” response. 

u _ Viewers represent the elite of a rapidly changing country. А 
country in which foreign trade mushroomed to $50 billion in 1984, an 





approximate 20% increase over the previous year. A country where 
competition, private enterprise and profit incentives have invigorated 
the economy. A country that introduced in late 1978 the “responsibility 
system" to its rural populations and saw incomes soar. These massive 
reforms have spread quickly to urban areas by direction of China's 
preeminent leader, Deng Xiaoping. 

New-found wealth for millions of Chinese has triggered a national 
spending spree. Sales of goods such as washing machines and 
refrigerators grew as much as 160% in some cities last year. Television 
set production has jumped dramatically from almost nothing to 6.5 
million sets in 1984. 

Boeing, IBM, Kodak, Procter and Gamble, Stauffer and 
Weyerhaeuser understand that investment spending in China today will 
pay dividends in China tomorrow. They also understand that television 
offers the best means of building a positive corporate identity in this; 
the largest market on earth. And they all agree that the CBS programs 
on CCTV offer an unequalled attention-getting opportunity. 





Call CBS at (212)975-3543,or telex 662101 CBINY. Ask for Jayne 


Ferguson or Charlie Walsh. Learn why : СВ S 


the way to sellout. And learn how CBS 
can open the door to China for you, too. 





this ground-breaking project is well on 
ONOMIC REVIEW 


MAY 1585 e FAR EASTERN E 


WIEN 


Vol. 128 Мо. 21 


Sarawak, Malaysia’s richest state, has different 
political, economic, ethnic and religious roots 
from states in Peninsular Malaysia. While political 
parties in Peninsular Malaysian states are struc- 
tured basically on ethnic lines, Sarawak’s have 
traditionally been multi-racial, drawing their sup- 
port from a cross-section of the population. Now 
things are changing, and not only are the Chinese 
voters tending to identify with one party, but the 
indigenous Dayaks — several separate tribes of 
Borneo natives — are beginning to flex some po- 
litical muscle. Kuala Lumpur bureau chief James 
_ Clad looks at the stirrings of Dayak consciousness and examines a 
. family feud which is e des ranks of the dominant Parti Pesaka 


Bumiputra Bersatu. Pages 


Cover photograph and other pictures by Dennis Lau. 


Page 14 

The virtual cancellation of a United 
States. Navy visit to Shanghai irri- 
tates Washington. But signs are 
| that Peking is shifting to a less 
‘belligerent policy towards Hanoi. 


Page 21 

Singapore Prime Minister Lee 
Kuan Yew remains silent as an op- 
position MP hits out at the govern- 
ment's 'obstructionist' attitude. 


e 22 
Phnom Penh claims success in its 
efforts to woo guerillas by offering 
cash rewards for weapons and 
special bonuses for performing an 
‘outstanding feat’ such as killing 
a company commander. 


Regional Affairs 


Foreign relations: No boat to China — 
‘Great leap sideways ——— — — 
Singapore: The opposition's lament — 
Cambodia: Wooing the waverers 
Japan: An identity crisis 
Adding insult to injury 
Sti Lanka: Kill and be killed 
China: Xenophobic loss of face 
Diplomacy: Birth of a nation-bloc 
Cover story: ‘Slowly the hill rises’. — — 
Non-Muslim Dayaks take heart from 
Sabah 
Wealth from the wood 
An intra-family dispute dominates 
dao po CK LL LL 2 E 
„Dayaks want their share of land 
F.rlgesnow е 
Thailand: Cheaper by the dozen 
Cam Ranh Bay: Soviet threat —— 
Papua New Guinea: Same genties 
` persuasion 


è 88 S88 


EES 


& 


Pages 22-23 
Controversy over Japan’s finger- 
printing of resident aliens, most of 


whom are Korean, threatens tO | 


sour the sweetening relations be- | maker. 


tween Tokyo and Seoul. 


44 
It looks like clear skies for the Thai 
air force as the deal to purchase a 
dozen F16 fighter-bombers sur- 
mounts both local and United 
States opposition. 


Page 45 
The Papua New Guinea Govern- 
ment takes a new carrot-and-stick 
approach to the Irian Jaya refugee 
problem after assurances from 
Jakarta. 


Arts & Society 


Censorship: Changing cultural 

climate: bending to the North wind — 
Medicine: Reviving traditional 

remedies and the ‘science of life’ —— 


Business Affairs 


Energy: Energetic self-help for Manila — 

Range of possibilities in Nepal 
Commodities: A rival logs onin 

ЈАСОН тода ali sel 
Transportation: Running on debt in 

Bangkok: TR 
Companies: Necessity pares barriers 

WURDE Lor ilie RTI р 
Agriculture: Back to the market in 

China c rre ЕРА 
Markets: No future predictions i in 

td np oO 

Десу or market 41 —— — — ———— 
Finance: = but no comfort to hates 5 


Page 64 
The Philippines has sharply re- 


duced its dependence on costly - \ 
imported oil by bringing on stream | - 


| a diverse range of energy alterna- — 
tives. Meanwhile, Nepal wins a | 
promising response to its plans to | 
promote oil exploration. 


Page 66 

Tokyo bids vigorously to be the | 
headquarters site of a new tropi- - 

cal-hardwood organisation, but | 
| access to the Japanese plywood | 
market is the more important 

Issue. А 


| Page 70 

Taiwan allows a Japanese manu- 
| facturer to take a 25% equity hold- 
ing in the country’s largest car- 


77 





Page 

Taking advantage of large grain. 

= , Peking moves to free — 
p the mark but finds prob- 

lend in the implementation of its 

policy. 


o 


intheo 
kong Futures Exchange could pre- 
vent it becoming a major regional 
market. Meanwhile, several other 
countries are looking into opening 
their own markets. 


ning of the Hong- 


A tax upon business in China 
Investment: Ceramic idol chipped 

in Tokyo: 2241. ج2‎ s Scias. 

Porcelain ware prized in Hongkong — 
Property: The price of honour in 

Hongkong 
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e newly convened Sabah 
te Assembly was jolted by 
walkouton 20 May when op- 
osition United Sabah Na- 
jnal Organisation (Usno) 
















challenged the 
‚ new Chief 


position Parti 'Bersatu Sabah 
(PBS) into power in a fiercely 
contested. election on 20-21 
April. 

Kitingan lost had victory 
snatched from him through a 
secret compact between two 
1 ji inisters, Datuk 
arris Safleh and Tun Mus- 


















at evening. Yahya argued 
at Musta ha was the right- 


sworn in before F 
уа апа all 13 


as.set.for 27. May. following 
lution of à row between 
the two sides over member- 
ship of the Joint Liaison 
тоир charged with oversee~ 
ing implementation of the 
agreement prior to 1997. The 
British side will include 
-Hongkong’s Secretary for 
Trade and Industry Eric Ho to 
whom Peking had 'objected on 
the grounds that he was a 
: Hongkong Chinese and thus a 
Chinese subject. The row was 
resolved when Britain reluct- 

antly agreed to give Ho British 
citizenship. 

Otherwise, the British side 
will include four Foreign Of- 
fice officials led by David 
Wilson, assistant under-sec- 
retary of state, and include 
Hongkong's political adviser, 
John Boyd, the head of the 
Hongkong department | 
London, Anthony Galawor- 
Һу, and the Counsellor at the 
British Embassy in Peking, 
Peter Thompson. The Chinese 
team will be led by Ke 
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kong and Macau Affairs of 








fice, two other officials of the 
office, Zheng Weirong and Ye 
Shoujeng, the Counsellor at 
the Chinese Embassy in Lon- 
don, Chen Ziying and the 
deputy secretary-general of 


Xinhua newsagency's Hong- 


kong branch, Qiao Zonghuai. ' 
~~ MARY LEE 


Call to investigate 
Kwangju riots 

The bloody anti-government 
uprising in South Korea's 
southwestern city of Kwangju 
five years ago is having be- 
lated repercussions. Opposi- 
tion leader Lee Min Woo, de» 
livering his keynote speech in 
the new national assembly, 
has called for a fresh investi- 
gation of the nine days of riot- 


ing which left 191 people dead | 


after clashes with government 
troops — the figure represents 


lan іпсгеаѕе of two over the . 


officially announced death 
toll. 

"The тоге we delay the in- 
vestigation of the incident and 





for it, the greater the misfor- 


|| tune and distrust will be- 
come,” 


Lee said. But the 
hances of a bi-partisan inves- 







T | 
rned that any new 
neue further 




















| iots were dic ied against 
‘| President Chun Doo Hwan's 
iz;pseizure.of power under mar- 


sh agreement. on Hongkong. 


tial law in May 1980. 
~~ SHIM JAE HOON 


Pisani retires 
to the wings 


‘The Frénch Government has 
replaced : its high commis- 


sioner ih New Caledonia, Ed- 
gard Pisani, with its current 
ambassador to Lebanon, Fer- 
nand Wibaud. The move was 
partly aimed at improving 
dialogue with the Pacific 
territory's anti-independence 
French settlers, whose repre- 
sentatives had refused to talk 
їо Р1ѕайі. 

‘However, Pisani remains 
firmly.in the centre of policy- 
making in the specially 
created. post of minister for 
New: Caledonia and will steer 
legislation through the French 
Natiénal Assembly for re- 
placement of the present Ter- 

ial 





ud on үке by 
the end of 1987. 
— HAMISH McDONALD 





clarification of responsibility — 














Philippines signs 
financial-rescue plan 

The Philippines has finally 
signed a US$10 billion finan- 
cial-rescue package with its 
483 creditor banks. The plan, 
which took some 20 months to 
negotiate, as side issues kept 
delaying ап accord, was 
finalised in New York on 20 
May. It involves US$925 mil- 
lion in new credits to the coun- 
try, the re-opening of US$3 
billion of trade-credit lines, 
and the rescheduling of 
US$5.8 billion of the country's 


' outstanding loans. Philippine 


Prime Minister Cesar Virata, 
who signed for the govern- 
ment, said the package would 
boost trade and perk up indus- 
trial activity and employment 
in the country. A severe 
foreign-exchange shortage 
has slowed’ the economy 
dramatically since October 
1983. — JOSE GALANG 


Thai tin firm ceases 


"work after a decade 


Underscoring the depressed 
state of Thailand’s tin indus- 
try, Billiton Thailand has 
ceased operations, following a 
temporary suspension late last 


year (Review, 13 Dec. 784), A | 
unit of the Royal Dutch/Shell 


Group's major tin operator 
Billiton B. V., the company 
had been éngaged in offshore 
tin dredging here for more 
than a decade. Aside from the 
depressed industry, a spokes- 
man said that reserves in a 
state-owned concession block 
which the company was min- 
ing were almost depleted, and 
there was little chance to ac- 
quire new acreage. Most of the 
workers were laid off on 15 
May. | —PAISAL SRICHARATCHANYA 


Rothschilds to advise 
Malaysian Indian group 
The Malaysian Indian Con- 
gress-linked investment com- 
pany, Maika Holdings, has en- 
gaged N. M. Rothschild and 


| Sons of London to advise on 


investment decisions over the 
next five years. Capitalised at 


“М$100 million (US$40.6 mil- 


lion), Maika has become the 
largest Indian» investment 
vehicle in Malaysia since a 
public issue last year which 


brought in most of the com= 


pany's 66,000 "shareholders 
(overwhelmingly ethnic In- 
dians). Maika already has ob- 
tained a stake in the new pri- 
vate TV station, TV3, and is 
negotiating for licences fora 















current. secretary-general of 
Malaysia's Primary Industries 
Ministry, Tan Sri G. K. Rama 
Iyer will resign to serve. 
as  Maika's chief execu- 
tive from September. * 

~~ JAMES CLAD 


New arrest in Taiwan's | 
Cathay group scandal 


The president and another top 
executive of the government- 





| owned Cooperative’: Bank of 


Taiwan (CBT) were arrested 
on 20 May after continuing in+ 
vestigations into the scandal 
at the Tenth Credit Bank (con- 
trolled by the Tsai family). 
Chen Hsiao-ao, the CBT presi- 
dent, and Wang Mao-hsun are 
suspected of improperly ap- 
proving emergency loans to 
Tenth Credit in the days im- 
mediately before 9' February, 
when the Ministry of Finance 
ordered Tenth Credit to sus- 
pend lending. Thé bank's 
management was then taken 
over by CBT. ‚Both Tenth 
Credit and Cathay Investment 
and Trust Co., alsó owned by 
the Tsai family, were hit by 
bank runs; Cathay Trust was 
taken over by a consortium of 
government-owned banks. on 
4 March. ren 

Chen is the. highest official 
yet to be implicated directly in 
the financial scandal that has 
rocked Taiwan's banking sys- 
tem. — CARL GOLDSTEIN 


Japan reschedules 
Vietnamese loans 


Vietnam has reached basic 
agreement with 26 Japanese 
banks for the rescheduling of 
US$160 million of trade cred- 
its extended in 1977 and 1978 
to purchase steel’ апа mining 
equiprient. It is the first such 
agreemént since -Vietnam 
stopped payments on its esti- 
mated US$5 billion foreign 
debt in late 1982." 

A rescheduling contract is 
expected to be signed in Tokyo 
at the end of May. According 
to the Bank of Tokyo, which 
led the Japanese loan syndi- 
cate, the interest rate will be 
about 1% above the London 
inter-bank offered rate, and 
the repayment will be made 
over an eight-year period be- 
ginning this year. 

An estimated. US$4.68^bil- 
lion of Vietnam's foreign debt 
is owed to foreign govern- 
ments ànd the Japanesé pri- 
vate bank deal is expected to 
clear the way. for reschedul- 
ing A some of the bigger 
loans:~ ET ; 






























AN ATOMIC RENDEZVOUS 
Seven top-notch nuclear 
scientists from China are quietly 
in Seoul, attending the four-day’ | 
Pacific Basin Nuclear Conference 
and Exhibition. They include Lu 
Guangyi, secretary-general of 
the Chinese Nuclear Society in 
Peking, and Yu Ouyang from the 
Nuclear Engineering and Design 
Institute in Shanghai. Together 
with compatriots from Taiwan, 
` the Chinese scientists are 
" expected to tour nuclear power 

: plants in South Korea. Their 
¿presence has drawn keen 
diplomatic interest as Peking 
i refused to send any delegate to 
the Williamsburg Conference 
^ heldin South Korea recently. 
|. Since Lu has proposed hosting 
, the next nuclear conference in 
< China, Seoul will be sending a 
|. delegation of nuclear physicists 
о Peking two years from now. 


POINT OF NO RETURN 

There is no chance of former 
apanese prime minister Kakuei 
; Tanaka returning to active 
TORD life, top executives of the 


= THE WEEK 


_ AFGHANISTAN 
4, seven Afghan Government agents were 
` Sentenced to death by a resistance court 
for working with Soviet forces in Af- 
ghanistan, a rebel group said (19 May). 
Bombs killed at least six people at an army 
conscription drive in Kabul and in a bil- 
liard hall frequented by the secret police, 
AWestern diplomats in Islamabad said (21 
May). : 


. BANGLADESH d 
Four people уеге Шей and 200 injured 
in clashes. between supporters of rival 
candidates in rural elections, police said 
{17 May). Voting was cancelled in at least 
10 centres after the clashes (20 May). 
CHINA 
. Hongkong-born lawyer Hanson Huang 
Sian, whe had been imprisoned in China 
‘for espionage, was paroled by the Peking 
Intermediate People's Court. Sichuan 
` province replaced its top leaders as part of a 
“national campaign to bring in younger of- 
uficials, Xinhua newsagency said (15 May): 
¿Portuguese President Antonio, Ramalho 
с Eanes arrived on an official visit (21 May). 


HONGKONG 

. Secretary of Trade and industry Eric Ho 
was granted British citizenship so that he 
can be a member of the Joint Liaison Group, 
a government source said (17 May). Bri- 
tain and China jointly announced 27 May 
as the date of the ratification of the Sino- 








ruling: Li ы Democrati¢ Party 
(LDP) concede privately. This 
fact, however, is not likely-to be 
publicly acknowledged for some 
time, allowing for a gradual ` 
realignment of forces within the 
LDP. Tanaka’s departure is 
expected to lead to his faction 
splitting into two rival groups, 





| with the majority supporting 


Finance Minister Noboru 
Takeshita. 


ALL IS FORGIVEN 


The whereabouts of Vietnam’s 
Tran Van Tra, one of Hanoi’s top 
wartime commanders in the 
south, has been the subject of 
much speculation since his 
controversial memoirs were 
published and then quickly 
withdrawn in 1982. Soon after 
withdrawal of the memoirs, 
which became a major source of 
information on the inner 
workings of the party which 
Hanoi did not want made public, 
Tra was dropped from the 
Vietnam Communist Party’s 
Central Committee and slipped 
into obscurity. But his 


British agreement on Hongkong's future 
(21 May). 


INDIA 

Indira; Gandhi's alleged assassin went | 
on trial (17 May). The government intro- 
duced sweeping anti-terrorist legislation 
including the death sentence for acts 
which kill, to fight Sikh extremists (18 
May). One person. was killed and six in- | 
jured in Gujarat when police opened fire 
to disperse erowds clashing over a govern- 


ment minorities policy, the Press Trust of 


India said (19 May). Indian Prime Minister 
Rajiv Gandhi arrived in Moscow (27 May). 





plosion at a coal mine killed 62 


people ( 7 May). 


NEPAL 


One person was Killed when police | 
opened fire during violence which fol- | 
lowed a callby a leftist'student union fora | 
one-day strike to back teachers’ demands | 
| was soos esi ied As 


to form тет own union (19 May). 


PAKISTAN - 


| 
| 
| 
| 
| 





The University of Peshawar was:closed | 


down indefinitely after clashes between 


liberal students demanding the lifting of | 


martial law and Islamic fundamentalists 


whe oppose them. up wng 





unexpected: reappea rance 
during the recent 10th 

anniversary victory celebratior 
in Ho Chi Minh City has led t 
rumours that he is back in fave 


FRIENDLY FRONT 


In a bid to shore up its 
international credibility 































Kampuchea coalition is 
first time, planning a joint 
diplomatic mission of. 
representatives of each of the 
three coalition factions. The 
mission is targeted particular 
on African and South American 
countries whose support'in the 
United Nations may have 
wavered because of thé 
successful dry-season. 
| Vietnamese offensive à 
resistance bases along t 
Cambodian border. Pri 
Norodom Sihanouk's sor Prinse 
Norodom Ranariddh, will: 
represent the Sihanoukist faction | 
and Abdul Gaafar the K} 
People's National Liberation 
Front. The Khmer Rouge 
to select a representative. 














































eg ong was оз 
way (20 May), 


SINGAPORE 

A Singapore court ordered tw 
of the opposition Workers’ 
trial for a second time on fraud c 


‘SOUTH KOREA 

„Police held about 10 students 
tioning after. anti-government 
trations in Seoul, it was reported (15 ® 
About: 3,000 students battled with 1 
police after antirgov verninent dem: 
tions in Kwangju marking the 
niversary Of a civil uprising the: 
North and South resumed trad 
Pánmunjoni after a six-month 
May) | 


SRI LANKA - 
About 160 people were killed in ач 
by Tamil separatists at Anuradha; 














aad ivesusp € 
ing, a raid оп a.rebel hideout 
Province (19 May), Shops in Jaffna « 
ny people stayed off work 
A call. by students for a strik 
ny presser! of civilians, 








Cancellation of a US Navy visit raises questions over Peking’s motives 


No boat to China 


By Nayan Chanda in Washington 


he failure to finalise arrange- 
] ments for the long-planned port 
call by United States naval ships 
at Shanghai hás caused some irritation 
in Washington. Although the incident 
in itself is a minor one in the otherwise 
steady relationship, it nevertheless has 
helped to focus US concern about the 
limits of political cooperation with 
China as it charts it own independent 
course. 

US sources say the failure to realise 
the visit has disappointed the US mili- 
tary establishment, especially the 
navy, which has been most enthusias- 
tic about modernising the Chinese 
navy and looked forward to showing 
the American flag in China as a symbol 
of the countries' growing cooperation 
The sources fear that the incident may 
result in aloss of momentum and delay 
the conclusion of some military sales 
contracts which were ready for sign- 
ing. 

Although. it is conceded that the 
Chinese might have been making at 
least a public gesture towards its re- 
lationship with the Soviet Union and 
North Korea, US officials areretaining 
their relaxed attitude on the grounds 
that this is mere posturing on Peking's 
part. But they warn that if Chinese 
normalisation with the Soviets were to 
go too far, it could endanger the US 
consensus in favour of support for 
China аз a bulwark against the 
Soviets. 

Officially, the ship visit has neither 
been cancelled nor postponed. Both 
have simply said 





| 





the visit, including hotel reservations 
and shore patrol for the sailors were 
completed in April when it first hit a 
snag. On the eve of his departure for 


| Australia, New Zealand and the South 


Pacific, Chinese Communist Party 
General Secretary Hu Yaobang told 
journalists that the US had agreed to 
send non—nuclear-armed vessels. 
“They had no choice but to agree be- 
cause they are visiting our territorial 
waters,” he said, “this is a question of 
sovereignty.” Washington promptly 
denied that it had given any assurance 
of that nature, in line with its usual po- 
licy of neither confirming nor denying 
whether ships are nuclear armed. 
After this incident, negotiations on 
the visit, which had been conducted by 
the two defence establishments, were 
turned over to the diplomats. Adminis- 
tration sources told the REVIEW that 
two-week long talks between US Am- 
bassador Arthur Hummel and Chinese 
Vice-Foreign Minister Zhu Qizhen in 
Peking broke down because the US re- 
fused to give in on a matter of princi- 


China's independent image. 

China reportedly suggested a state- 
ment noting that the unofficial visit 
was taking place after "all the issues 
have been settled." The US rejected 





this as it could be interpreted as if the | 


| US had deviated from its policy of am- 


biguity and struck a private deal over 
the visit. The US was in favour of issu- 
ing no statement at all but wanted to 
reserve the right to reiterate, if asked, 





that “a number of 
issues" remained to 
be resolved before 
a visit could take 
place. However, 
privately officials 
say that the visit is 
"to all intents and 
purposes  cancel- 
led." If it is revived 
again it would not 
be before a year, a 
source said. 

The: ceremonial 
port call by a US 
Navy destroyer and 
two frigates was 
scheduled to take 
place; from 18-24 
May., After nearly 
two months of ne- 
gotiations, all the 
arrangements for 
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its global policy — which China would 
not accept. 

The interesting thing is, US officials 
pointed out, that the Chinese did not 
want to know whether the ship carried 
nuclear arms or not. They only wanted 
a statement that would present China 
as having given its consent to the type 
of ship and arms entering’ Chinese 
waters. While this is a valid exercise of 
sovereign rights, the Chinese: position 
would erode the same American prin- 
ciple over which the US clashed with 
its ally New Zealand, resulting in the 
virtual freezing of the Anzus defence 


pact. 
C inevitably raised the question as 
to Chinese motives. The State 
Department, which has made every 
effort to play down the affair, ascribes 
it to the original “mis-statement” by 
Hu and subsequent Chinese efforts to 
live up to that public utterance by the 
party chief. Asenior State Department 


ancellation of the port call has 


| official told the REVIEW that there are 
ple, simply in order not to tarnish | 


people who say that the problem over 
the port call reflects a Chinese poliey 
debate, with perhaps some people op= 
posing it, but said he was inclined to 
a simpler explanation and thought 
the issue would not have come up had 
there been no dispute with New Zea- 
land immediately prior to the Hu state- 
ment. 

But some analysts point out that 
aside from the concern about sovereign 
rights, sensitised by New Zealand, the 
port call by ships of the US, a super- 
power, has different significance for 
China. There have been indications 
that from the beginning the Chinese 
Foreign Ministry, concerned about 
China's image, was less enthusiastic 
about the visit than the Chinese mili- 
tary (REVIEW, 13 Dec. '84). The same 
concern about its image led China to 
publicly support New Zealand in its 
difference with the US. 

Analysts speculate that Peking 
could also have had the Soviet Union 
and North Korean reaction in mind. 
China could not have failed to notice 
the obvious warming of Soviet- North 
Korean relations evidenced.by acceler- 
ated high-level visits, the issuing of a 
joint communique and. reports of 
Soviet willingness to discuss supplying 
T-72 tanks and MiG23 aircraft to Pyong- 
yang. Some US analysts believe that 
the Soviet-North Korean joint com- 
munique and the US ship call weredis- 
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Hu; New Zealand Prime Minister David Lange: sovere. 


cussed at Hu's meeting on 4-5 May with 
North Korean President Kim Il Sung. 
Another analyst wondered if, on the 
eve of a Moscow visit by Chinese Vice- 
Premier Yao Yilin in June, Peking was 
attempting to impress Moscow. "May- 
be with the Sino-Soviet talks coming 
up they want to throw a fish to the 
Russians. If the talks do not produce 
the results they expect, they can re- 
schedule a ship visit," he said. 
Whether or not one accepts these 
various explanations for the Chinese 
behaviour, the issue has brought to the 
fore a nagging US concern about the 
weakening coalition relationship with 
China. In recent months, particularly 
since the New Zealand-US row, some 
voices in the administration as well as 
outside have called for a tougher US 
posture towards China. They have ar- 
gued that Chinese support for the dis- 
armament movement in Western 
Europe and European independence 
vis-a-vis Washington and its support 
for New Zealand have. tended to 
undermine US strategic positions. 
"Chinese posturing on New Zealand 
and a nuclear-free Pacific, together 








with their apparent readiness to accept | 


the Soviet presence‘at Cam Ranh Bay 
in Vietnam, has raised a serious ques- 
tion about the Chinese commitment to 
the de facto coalition,” said one lead- 
ing China specialist; 


Ithough some of the more ideolo- 
A gical US officials have been irri- 

tated by China's public criticism 
of the two "hegemonists" — the Soviet 
Union and the US — generally, senior 
policymakers have taken a relaxed 
view of Chinese official statements. A 
senior State Department official 
acknowledged that there have been 
some calls'for *punishing" China, but 
said that they were not from the ad- 
ministration. 

He thinks that the common US- 
Chinese concern about the Soviet 
Union has not changed. If the Chinese 
are posturing or “throwing a erumb or 
two to the peace movement in Europe 
they are doing it secure in the knowl- 
edge that the US posture in the region 
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is firmer and there is a 
cushion of improved 
security." 

He pointed out that 
China made critical 
comments on US policy 
only on issues away 
from its own direct 
security concern or in 
areas where it does not 
have any effect. For in- 
stance they can support 
the European peace 
movement, knowing 


REUTER 


G . | 
they thought 


Pershing tactical mis- 
siles is continuing. If 
that their posturing 


“would have an effect on the European 


situation, they would not be doing this 
With a strong Nato, he said, “they do 
not need to play the cheerleader for 


| rearming of the West.” 


But clearly the US cannot allow 
Chinese posturing to go on when it 
involves vital American interests. 


| By calling off the ship visit rather 
| than accepting a formula that would 


strengthen China’s independent image, 
Washington has made the first public 
exception to its otherwise relaxed ap- 
proach. The senior official acknow- 
ledged that China's public opposition 
to the superpowers could undermine 
US interests. 

He said: “Yes, there is a danger 
There is a US consensus supporting 
our relations with China. Many see 
China as a bulwark against the Soviet 
Union. China's posturing сап jeopar- 
dise that.” But he quickly added that 
US-China military cooperation and 


technology transfer are based on fun- | 
| damental consideration 


of common 
security interests and would not 
change because of this or that differ- 
ence over issues. 

While the US has publicly welcomed 
Chinese efforts at normalising rela- 
tions with the Soviet Union, there 
clearly is a limit on how much “nor- 
malisation” would be acceptable to 
Washington. Although the senior offi- 


that the deployment of | 








cial said that “the be-all and end-all of 
US polit towards China is not 
[merely] to put pressure on the | 


Soviets," from his other remarks it was 
obvious that the US would be happy 
with Sino-Soviet normalisation only 
to the екен that it curbed Soviet 
power. Й 

“When We talk of normalisation we 
mean the Chinese having as bad rela- 
tions withthe Soviets as [we do], rather 
than rappfochement." If the improve- 
ment of relations lead the Soviets to 
agree to a settlement in Afghanistan, 
that would be welcome to the US, he 
said. "There is so much tension be- 
tween the Chinese and the Soviets it is 
okay with us if some tension is ‹ге- 
duced." u 
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Great leap 
sideways 


| Peking abandons the 


military option against 
Hanoi and tries diplomacy 


By Richard Nations in Hongkong 
n what could prove a major develop- 
ment in the Cambodia conflict, 

China appears to havé reassessed its 

strategy towards Vietnam as part of a 

wider effort to improve relations with 

the Soviet Union 

Diplomats here agree that there are 
no signs yet that Peking'has weakened 
its opposition to the Viethamese occu- 
pation of Cambodia.'-INonetheless, 
China appears now to have'abandoned 
thoughts of a “second lessón" — which 
Foreign Minister Wu Xteqian an- 
nounced in January ама: hopes in- 
stead to gain through diplomacy in 
Moscow what it lost during Vietnam's 
surprisingly successful dry4season of- 
fensive in Cambodia: 

More specifically, one highly clas- 
sified Western intelligence report 
maintains that sometime» between 
mid-December 1984 and March, the 
Chinese leadership decided it could 
not afford to launch a major military 
campaign against Vietnam, even 
though China’s prestige as a regional 
power was at stake and failure to 
“punish” Vietnam after highly publi- 
cised threats could undermine Pe- 
king's credibility in Asean 

Not only was the risk of bémg con- 
demned in world opinion as ав aggres- 
sor judged too high but, according to 
the assessment shared by many dip- 
lomats in Peking, China felt that even a 
limited war could easily derailits long- 
term modernisation programme. More- 
over, the payoffs Peking perceives 
from promajing peaceful borders to 
the north, where it is encouraging Ko- 
rean detente, and reducing tensions 
with the Soviet Union weighed against 
an invasion of Vietnam 

But the most persuasive argument 
against invading Vietnam, most obser- 
vers agree, is the cold fact of China's 
military inferiority. Western analysts 
believe that to ensure a good chance of 
succéss, China would probably have to 
double its troop strength currently de- 
ployed on its border with Vietnam to 1 
million men. “The first lesson'was a 
military fiasco with some ‘10,000 
casualties, but it triggered the moder- 
nisation of the PLA [People's Libera- 
боп Агту],” one diplomat» com- 
mented, referring to China's mönth- 
long invasion of Vietnam in 1979. “If 
the PLA is sent marching into another 
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J whom are in the army itself.” 
| There are signs that Peking has 
= адоріеа a more conciliatory posture 
| towards Hanoi, particularly after the 
- new Soviet Communist Party General 
— Secretary Mikhail Gorbachov met 
— Chinese First Vice-Premier Li Peng in 
— Moscow on 14 March. This dramatic 
— meeting — the first between a Soviet 
— general secretary with any Chinese of- 
—  ficial in 20 years — contrasts with Gor- 
—— bachov's coolness towards Washing- 
| ton's overtures for a summit meeting 












— with US President Ronald Reagan, one | 


of several indications that the new 

Soviet leadership places China above 

_ the US as its first foreign policy prior- 
E ity. 

1 Chinese elder statesman Deng Xiao- 

ping is thought to have reciprocated 

| Gorbachov’s gesture in a statement on 

- 17 April —in the middle of the sixth 

— round of Sino-Soviet talks in Moscow 

= — which some diplomats read as Pe- 

king's eagerness to break fresh ground 

on the Cambodia deadlock. Deng reaf- 

- firmed that the “three obstacles" — 

Soviet occupation of Afghanistan, 

— . Soviet troop buildup along the Chinese 

| border and Moscow's support for the 


— Vietnamese occupation of Cambodia 
Ё. — were all of “equal gravity” and must 
—— be removed “gradually” to ensure the 


S "thorough" normalisation of relations. 
But Deng went on to say that the 
Е “easiest опе [of the three] for the Soviet 
— Union to start [removing] would be to 
— encourage Vietnam to withdraw its 
A troops from Cambodia." And in the 
first such statement by a Chinese 
" leader in public, Deng added that the 
Ke Soviet Union could “still retain the 
= bases provided by Vietnam." The re- 
—— ference to Cam Ranh Bay, which came 
Ip in answer to questions by journalists 
: accompanying visiting Belgian Prime 
Minister Wilfried Martens, was carried 
only on Peking TV and deleted from 
Xinhua reports and Radio Peking's 
Russian-language broadcast, 


onetheless, this is the first time that 
Peking has so explicitly separated 
Vietnamese occupation òf Cambodia 
- from the Soviet presence in Cam Ranh 
— Bay, two dimensions of the Indochina 
conflict which China has linked to- 
gether since it first began to denounce 
Hanoi as the “Cuba of Asia." Few ob- 
servers believe that Deng's words were 
accidental, and some read it as an at- 
tempt to drive a wedge between Mos- 
— cow and Hanoi. The statement “reads 
like a direct appeal to Moscow to coop- 
erate on Cambodia in return [for Pe- 
king] tacitly accepting its [Soviet] 
bases in Vietnam," an Asian diplomat 
commented. 
Although Moscow is thought to have 
a vital interest in its bases in Vietnam; 
there are signs that the Soviets are re^ 
evaluating the costs of the Cambodiá 
problem in terms of its relations with 
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will rtunity to impro 
relations with China at the cost of 
Hanoi's interests in Cambodia. 

In hopes of improving the atmos- 
phere for talks with Moscow — not, 
most observers believe, because China 
is prepared to accommodate Vietnam 
on Cambodia — Peking appears to 


have softened its attitude towards Viet- | 


nam. After months of threatening Viet- 
nam with a "second lesson," 
Chinese press toned down its criticism 
of the country and some observers note 
a trend early in April which seemed to 


emphasise common interests between | 


Peking and Hanoi. Early in May, 


Xinhua, for instance, reported Viet- | 


namese condemnation of the US em- 
bargo against Nicaragua, a stance 
shared by China. The Chinese press 
also reported without comment a Viet- 
namese-Cuban trade agreement, 


Soviet cooperation developing Viet- 
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relations with China. 





the | 








here is a long way to go, no doubt, be- 

fore these feelers reduce the mutual 
distrust separating Peking and Hanoi 
and substantive talks — let alone 
agreement on normalisation — are 
possible. So far there are no signs that 
either Vietnam or China has changed 
its irreconcilable position on Cam- 
bodia. Even if China has recognised 
the severe limits of its military option 
against Vietnam, observers doubt that 
it can accept the psychological, politi- 
cal or strategic implications of accept- 
ing Vietnamese. dominance in Cam- 
bodia. At the root “of China's Cam- 
bodia problem is a matter of attitude," 
one diplomat commented. "China 
wants Vietnam to behave as a tradi- 
tional border state." 

China has long emphasised that the 
strategy to force 
the Vietnamese 
out of Cambodia 
relies less on mili- 
tary strength than 
theresolve among 
Asean and West- 
ern countries to 
isolate Vietnam 
and raise the costs 
of its Cambodia 
policy. Peking re- 
cently sent one of 
its largest ship- 
ment of arms to 
the anti-Vietnam- 
ese resistance in 
Cambodia, and in 
a bid to reassure 
Bangkok, China 
continues limited 
military actions 
against Vietnam 








namese offshore oil resources, and the 
death of a former Vietnamese foreign 
minister. 

Xinhua officials maintain that the 
trend simply reflects its increasing em- 
phasis on "realistic" reporting. But 
one observer notes that such news on 
Vietnam would have been ignored in 
the past, or triggered harsh commen- 
taries to expose Hanoi's “duplicity.” 

Late in April, Vietnamese and 
Chinese officials met quietly in Peking 
— the first known high-level private 
meeting since 1979 — which some ob- 
servers see as a response to Vietnamese 
overtures for normalisation talks. Pe- 
king maintains that the meeting dealt 
only with economic talks between Viet- 
nam's former trade minister Phan Anh 
— attending a UN-sponsored confer- 
ence on Palestine held in Peking — and 
his Chinese counterpart, former 
foreign trade chief Li Qiang who 
supervised Peking's aid programme to 
Vietnam in 1973-78. But the “meeting 
of old friends" was the same formula 
China used to prepare the ground for 








on their common 
border while closely reporting Viet- 
namese incursions into Thai territory. 

Nonetheless, “China lost a lot of pre- 
stige by threatening Hanoi without 
following through," a Western dip- 
lomat commented. “The question now 
is whether Thailand will still look 
upon Peking as a credible guarantor or 
simply [judge that China has been ec- 
lipsed by Hanoi and will] bend with the 
wind." 

China's appeal to Moscow may run 
into trouble. The Soviets probably do 
not feel secure enough in Cam Ranh 
Bay to risk a direct clash with Vietnam 
over Cambodia. 

Moreover, separating Cam Ranh Bay 
from Vietnamese occupation of Cam- 
bodia also brings. to the surface the 
underlying conflict of interest between 
China and the US which have hitherto 
followed parallel policies on Cam- 
bodia. Washington opposes the Viet- 
namese presence jn Cambodia largely 
out of solidarity for Asean allies, but 
Cam Ranh Bay touches US strategic 
interests. п 
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Anespecially fine piece from the Rolex 
Collection, housed at the Rolex World Headquarters 
in Geneva. Made in about 1820, this watch 
has one of the first automatic movements and was known 
as the "perpetual" It has a jumping hour hand, a shock- 
resistant escapement and an indicator of mainspring tension. 
The day and phases of the moon are shown and 





If you ever wondered 
what became of craftsmanship like this, 
look at your Rolex. 





Rolex Day-Date (Ref: 18038) and 
Lady- Datejust (Ref: 69178) in 18ct. gold with matching 
| President bracelets. Both are officially 
certified chronometers. The Day-Date shows 
the days in a choice of 25 languages. 











Richly and delicately ornate watch 
of about 1870, in the style of Louis XVI. 
The solid gold case is decorated in large pearls and 
the dial rim in smaller pearls alternating 
with dressed rubies. Most probably used asa 
bedhead watch, it chimed the hours 
and quarters. 


Rolex Day-Date ( Ref: 18078) in 
I8ct.gold with champagne-coloured c 
The matching President bracelet 
has a bark finish. Officially certifie 
Oyster Perpetual Chronometer. 





Rolex Oyster Perpetual Datejust 
Chronometer ( Ref: 68289) 
in white gold with President bracelet. 
Diamond set bezel and 
diamond hour marks. 
‘Intermediate diameter of 51mm. 


A Rolex Oyster Perpetual 
Datejust Chronometer 
(Ref: 68248) with the intermediate 
diameter of 31 mm. 
It has a polished bezel, 
champagne-coloured dial 


and Jubilee bracelet. 






Rolex Lady-Datejust 
(Ref: 69138) in I8ct. gold. 
It has a анин, ил 
dial, set with diamonds 
to match the bezel, and 
a Jubilee bracelet also set 
with diamonds (Ref: 6451/8). 
An officially certified Oyster 
Perpetual Chronometer. 







Pair of peach-shaped "Chinese" 
watches, Empire period. The Geneva 
enamellist has sought through his 
gradations of colour to evoke the skin of 
the fruit. The leaves are set in gold and 
surrounded by pearls. 





A double case watch, with the 
outer case brought into relief by embossment in 


the scrolled, ornamental style of Louis XV. 
The finely executed SUPR ME shows 


Joseph being sold into slavery by his brothers. 
Ring and pendant are strictly classical. 


The Rolex Collection. 


It is doubly fitting that Geneva should 
house one of the finest private collections 
of watches. For it was in Geneva, in the 
18th and 19th centuries, that the twin arts 
of watchmaking and enamelling developed 
and flourished, as these pages show. 


Anditisin Geneva today, World Head- 
quarters of Rolex, that the traditions of 
craftsmanship and artistry are maintained. 

Maintained by Rolex, too, is the 
innovative spirit that motivated those early 
watchmakers. From being the first to obtain 
a chronometer certificate for a wristwatch, 
through the design of the fully waterproof 
Oyster body with its Twinlock winding 
crown, to the invention of the Perpetual 
self-winding mechanism, Rolex has always 
been in the forefront of inventiveness. 


The Rolex Oyster and Rolex Cellini 
watches displayed on these pages are the 
product of a Genevese tradition now some 
two hundred years old. And even now each 
watch takes over a year to W 
make. Excellence has always 
taken time. ROLEX 


of Geneva 


LZ Twoexamples of the 
collection of dress watches 
created by Rolex in 
homage to Benvenuto Cellini 
They are Ref: 4350/8 in 
18ct. gold and Ref: 4652/9 
in white gold, set with hundreds 
of diamonds. 


HIGH SCORE 


PUNCTUALITY IS MORE THAN A PROMISE 


== AT AIR FRANCE WE TAKE SPECIAL 
EI PRIDE IN OUR RECORD FOR 
GETTING YOU TO YOUR 
DESTINATION ON TIME. OUR 
PERFORMANCE IS ONE OF THE 
FINEST IN THE INDUSTRY, 
BECAUSE WE KNOW THAT WHEN 
YOU TRAVEL, EVERY MINUTE 
COUNTS. 
THAT'S WHY EVERYONE AT 
AIR FRANCE IS CONTINUALLY 
WORKING TO IMPROVE OUR 
PERFORMANCE. 
WE'RE AIMING FOR A PERFECT 
SCORE. 
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WE'RE AIMING EVEN HIGHER 








The opposition’ S met 


Workers' Party chief Jeyaretnam complains to parliament about 
how the government obstructs non-PAP representatives 


By V. G. Kulkarni in Singapore 


Fe the first time since Singapore 
gained independence in 1965, the 
opposition on 14-15 May set the tone of 
a parliamentary debate. Workers’ Par- 
ty (WP) chief and opposition MP, J. B. 
Jeyaretnam, moved a motion regret- 
ting the obstructionist attitude of the 
government to the growth of genuine 
parliamentary opposition. Although 
the outcome of the motion, with the 
ruling People’s Action Party (PAP) 
holding all but two of parliament's 79 
seats, was in no doubt the debate 
reminded many Singaporeans of some 
of their grievances. 

Throughout the heated legislative 
deliberations, Jeyaretnam held the 
focus of attention. Another could have 
been at the centre of the debate but 
Prime Minister Lee Kuan Yew chose to 
remain absent except for a brief silent 
appearance. Jeyaretnam began his 
hour-long speech tabling the motion 
with Rey quotations from a three- 
decade-old speech made by Lee himself. 

In 1956 when Singapore was still 
under British colonial rule, Lee, then a 
young opposition member of the Legis- 
lative Assembly, had berated the gov- 
ernment's high-handed suppression of 
constitutional opposition. Lee had also 
called for a free play of ideas which 
would nurture a democratic society 
and avoid revolution by violence. 
Jeyretnam charged that after coming 
to power, Lee's PAP had used the same 
repressive measures against dissent in 
an independent Singapore. 

The WP leader, who entered parlia- 
ment in October 1981 after winning a 
by-election in the Anson constituency, 
called on the present government to 
welcome opposition MPs who had en- 
tered parliament through the ballot 
box. He also cautioned that the sup- 
pression of an opposition which sub- 
scribed to the constitutional process 
could result in an armed struggle — the 
very warning sounded by Lee in 1956. 

Referring to the 13% swing against 
the PAP's popular vote in the De- 
cember general election, which led to 
two opposition victories, Jeyaretnam 
argued that Singaporeans had grown 
up and asked: "Is this government ma- 
ture enough to accept a constitutional 
opposition?" The MP from Anson said 
that such obstacles as the absence of a 
free press, the lack of academic free- 
dom, the ban on public rallies and the 
curbs on the trade-union movement 
hindered Singaporeans from exercis- 
ing their constitutional rights. He also 
lambasted the numbering of ballots, a 
practice which made people apprehen- 
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sive that the authorities could find out 
who voted against them. 

Jeyaretnam also cited examples of 
how the government had made the 
functioning of opposition parties dif- 
ficult: 

» Some years ago when the govern- 
ment acquired a building in which the 
WP's office was located, all occupants 
had been offered alternate accommo- 
dation except his party. Even the 
courts could not grant redress. 

ь The authorities did not permit his 
party to hold a May Day rally. How- 
ever, the government has since re- 
lented and a belated rally on 25 May is 
being allowed. 

» Jeyaretnam was not permitted to hold 
free coaching classes for the children 





of the poor in the Anson Community 
Centre. Community centres used for 
recreation and government campaigns 
come under a statutory body control- 
led by the government. 


hiam See Tong, MP of the Social 

Democratic Party who seconded the 
motion, also listed his complaints. Five 
months after his election, the Housing 
and Development Board still has not 
given him an office in his constituency 
while most other new PAP MPs have 
been given theirs. It took eight months 
before Jeyaretnam was given an office 
after his first election. 

Chiam said he wanted to associate 
himself with his district's Residents’ 
Committee — a community organisa- 
tion largely controlled by the PAP — 


КУКУ of his in ا‎ 
tions and suitability first. Jeyaretnam 
has begun organising his own alterna- 
tive community bodies 

Chiam also said he wanted to attend 
the meetings of the Schools’ Council, 
an advisory body of teachers and ad- 
ministrators to discuss routine school 
problems, to give his views on educa- 
tion. He said he was told by the au- 
thorities that it was entirely a govern- 
ment affair. In Singapore, even gov- 
ernment MPs are not allowed to attend 
these meetings or visit schools except 
when invited for official functions 

Government control pervades even 
minor aspects of Singaporean lives, 
Chiam said. He said he wanted to plant 
a tree in his constituency, but the gov- 
ernment balked again. “Tree planting 
is a serious business,” countered PAP 
backbencher, Chandra Das. Trees in 
housing estates are planted only once a 
year, in November, so he advised 
Chiam to take part in the coming offi- 
cial tree-planting campaign 

The opposition's strategy was to 
focus on matters of high principle as 
well as highlight the hindrances placed 
by the government to frustrate 
8|: the routine work of opposi- 
tion MPs, thus capitalising on 
their image as the underdogs. 
In their turn, the back- 
benchers debunked the oppo- 
sition for not being con- 
structive and lacking in credi- 
bility. 

Aline Wong, a new back- 
bencher, accused Jeyaret- 
nam of asking for special 
privileges only to be told in re- 
sponse that he, Jeyaretnam, 


was only seeking what he 
thought was rightfully due an 
elected representative of the 
people. Wong bemoaned the 
fact that even PAP MPs faced 
frustrations in dealing with 
the government and was 
strangely enough applauded 


by her colleagues. The point 
was that even some PAP mem- 
bers feel a stubborn bureauc- 


racy and an uncaring cabinet 
stood in the way of everyone's repre- 
sentatives, not just thoseof the opposi- 


tion. 

First Deputy Prime Minister Goh 
Chok Tong summed up the govern- 
ment's case by stating that democracy 
had been served well because elections 
had been held regularly and the PAP's 
job was not to help the opposition, 
whom he challenged to come up with 


credible policy alternatives. Goh 
talked of his long-term concerns, such 
as the shortage of land and water in the 


country. He also flatly denied that the 
opposition was being obstructed 

In response Jeyaretnam lamented 
the fact that most of the government 
MPs had failed to grasp what was at 
stake in his motion — the viability of 
democracy in Singapore п 
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Resident Koreans and other foreigners protest against the 
Justice Ministry’s new tough stance on fingerprinting 


By Bruce Roscoe in Tokyo 
he Japanese Justice Ministry has 
toughened. its stance on the 
fingerprinting of foreign residents, 
touching off anew wave of anti-Japan- 
ese sentiment both in Seoul and among 
the 674,000 resident Koreans in Japan. 
Although it at first appeared that the 
Japanese Government was making a 
concession on the issue by revising the 
fingerprinting requirements for alien 
registration, upon deeper examination 
the revision is intended more to bring 
into line the 233 foreigners who are 
now refusing to be fingerprinted. 
Justice Minister Hitoshi Shimasaki 
announced on 14 May that from 1 July 
foreigners would be able to use a col- 
ourless ink, replacing the thick black 


ink now used, when they put their | 


index-finger print to three sets of reg- 
istration documents at local governing 
offices. And they would no longer need 
to roll their finger in a 180-degree arc. 
A flat impression would do. In an at- 
tempt to justify continuing the finger- 
printing, Shimasaki said: "Regula- 
tions and humanitarian concerns are 
separate issues." 

At the same time, however, the Jus- 
tice Ministry ordered all cities and 
towns to report the names of foreigners 
who refused to be fingerprinted and 
said that the dissenters would face de- 
portation unless they changed their 
minds within a three-month grace 
period. 

The order to local governments was 
issued because the ministry, apart 
from meeting the foreigners' protest 
head-on, is also having to contend with 
a rising level of civil disobedience. 
Fifty-five cities, led by Kawasaki, have 
openly stated their opposition to the 
fingerprinting, as have the 1.15 million 
members of the All Japan Prefectural 
and Municipal Workers Union and the 
Japan Bar Association. 

Foreigners, refusing to be finger- 





printed, but who are not deported, | 


would be refused alien registration 
cards, which carry both a photograph 
and a fingerprint and are indispensa- 
ble for day-to-day business dealings 
such as opening bank accounts. Until 
now, dissenters have been issued the 
cards. 

The revision was made in time for 
370,000 resident Koreans who must 
renew their alien registrations in 
July. The ministry mistakenly believ- 
ed that the new procedure would soft- 
en resistance. Instead, it has aggravat- 
ed the issue. Even Japan's usually pro- 
government mass-circulation Yomi- 
uri Shimbun described the changes 
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as “something like a cheap trick.” 

Korean anger has been mounting 
since the arrest by Kawasaki police on 
8 May of Lee Sang Ho, a 28-year-old 
manager of a nursery school who has 
refused to be fingerprinted since August 
1982. Police, despite the anti-finger- 
printing views of Kawasaki Mayor 
Saburo Ito, decided to move on Lee’s 
case before the three-year statute of 
limitations expired. 

But what most infuriated Koreans 
were the televised comments two days 
later of an Osaka police chief who said 
that foreigners who were born in Japan 


| and reared like Japanese should ac- 


quire Japanese citizenship. And those 
foreigners who could not “respect” Ja- 
panese laws should go home. 

Although all resident foreigners over 
the age of 16 who have lived in Japan 
for more than one year must submit to 
fingerprinting every five years, the 
fingerprinting is a post-war policy 
specifically formulated to keep tabs on 
those Koreans, and their descendants, 









ітаѕакі: separate issues. 





who were forcibly brought to Japan a 
labourers during the 1910-45 annex 
ation of Korea by Japan as well as, bu 
to a lesser extent, Koreans who came ti 
Japan as refugees during the Korea) 
War. 


Ден to Hiroshi Tanaka, : 
professor of Asian-Japan relation: 
at Aichi Prefectural University, th: 
fingerprinting of foreigners is also i 
remnant, and the only workable part 
of an otherwise failed police attempt a 
getting legislation passed which wouk 
require all Japanese citizens to b 
fingeprinted. 

Legislation, however, was neve 
drafted. Police instead had to revert t« 
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Wooing the waverers 


Phnom Penh is following up Vietnam's successful dry-season 
offensive against the rebels by trying to buy defections 


By Paul Quinn-Judge in Bangkok 


A SKS semi-automatic rifle — re- 
garded with disdain even by 
trainee guerillas — is worth Riels 200, 
the equivalent of a month’s salary fora 
Phnom Penh government official; a 
B40 rocket-launcher is Riels 400, an 
82mm mortar Riels 800; the biggest 
prize is for a 120mm mortar at Riels 
1,000. 

These prices are from a long and de- 
tailed list of cash rewards that the Peo- 
ple’s Republic of Kampuchea (PRK) is 
now offering defecting fighters from 
the tripartite anti-Vietnamese Demo- 
cratic Kampuchea coalition govern- 
ment. Defectors who perform an “out- 
standing feat” before leaving coalition 
ranks, such as killing their command- 

‚ег, qualify for rewards of up to Riels 


2,000. 


i The effort to induce coalition sup- 
porters to defect appears to be the sec- 
ond main prong of an anti-insurgency 
policy being followed by the Vietnam- 
ese and their allies. in Phnom Penh. 
Statements by the Phnom Penh gov- 





ernment in recent weeks claim that it 
psychological-warfare programme ha 
been as successful as the Vietnames 
border offensive. In 1984, 8,000 peopl: 
defected from the coalition's resist 
ance forces, Phnom Penh claims. Th: 
province recording the most defection 
last year was probably Siem Reap- 
Oddar Meanchey — which until re 
cently had harboured major bases o 
all three coalition factions — wit! 
1,160. In the first three months of thi 
year, the government says, a furthe 
1,149 *misled persons" returned to th 
fold. 

These figures are at best impres 
sionistic: quite often two separate re 
ports by the same province are sharpl: 
contradictory. Late in 1984, for exam 
ple, the official SPK newsagency an 
nounced that 369 fighters had pre 
sented themselves to the provincial au 
thorities in Kompong Thom that year 
a few weeks ago, SPK gave the pro 
vince's 1984 total as 211. The statistic 
do, however, offer some picture of th: 
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Koreans protest in Tokyo: goodwill undermined. 


appeals for “cooperation” from citi- 
zens. The plan was finally dropped 
amid widespread outrage over what 
was considered a practice which would 
treat all citizens as if they were crimi- 
nal suspects. This consideration was 
not extended to resident foreigners. 

The Justice Ministry has become less 
strict in that it used to employ 20 
bureaucrats to sort foreign finger- 
prints for recording into one of five 
categories. The categorisation was 
stopped in 1970, though this section is 
still running with a staff of two. 

But the ministry has no plans to 
scrap the system. One explanation for 
its stubborness, Tanaka believes, is 
that there is still the view within gov- 





ernment that tighter tabs should be 
kept on Japanese citizens and that 
doing away with the fingerprinting 
would only make it more difficult to 
justify introducing them. 

Now the ministry is embarking on a 


newspapers of the number of foreign 
countries — 24 by the ministry's count 
— which fingerprint foreigners. What 
the ministry is not saying is that Japan 
| is the only country known to finger- 
| print at regular intervals the same for- 
| eigners and that by far most of the 
countries which do fingerprint for- 





but as part of policies requiring all citi- 


war and its province-by-province in- 
tensity. Phnom Penh would have no 
reason to invent military operations in 
a province where they do not exist. 
The vast majority of this year's de- 


fectors — 1,090 out of 1,149 — reported | 


by Phnom Penh come, SPK says, from 


five provinces bordering the Tonle | 


Sap: Kompong Chhnang, Pursat, Bat- 
tambang, Siem Reap-Oddar Mean- 
chey and Kompong Thom. One other 
province, Kratie, probably provides 
the bulk of the other reported defect- 
ors. In Khmer Rouge parlance, the five 
Tonle Sap provinces form the First 
Battlefield Group — the priority area 
for Khmer Rouge attacks. The Khmer 
Rouge has designated three battlefield 
areas: the second is the border, the 
third is the remainder of the coun- 
try. Three of the provinces also share 
à frontier with Thailand and, at 
least until recently, housed coali- 
tion guerilla camps along their peri- 
pheries. 


he Vietnamese continue to express 

satisfaction with the last offensive. 
One senior Vietnamese ambassador re- 
cently told visitors that the latest dry- 
season offensive proved that China 
was “a paper tiger." Hanoi had ignored 
a Chinese warning not to hit at the bor- 
der camps, the ambassador said, be- 
cause the Vietnamese leadership cal- 
culated that Peking could not afford to 


give Hanoi a "second lesson" — a threat 
made by Peking in reference to China's 
| invasion of Vietnam in 1979. It would 
| be militarily too costly: the ambas- 
sador claimed that China would have 
needed 1 million men to administer the 
lesson and that it would also have set 
| back China's improving relations with 
| the Soviet Union and the Eastern bloc. 
This, he said, would in turn have af- 
fected Peking's modernisation plans. 
| Sources close to the Chinese hint that 
| the Vietnamese offensive was not seri- 
| ous enough to necessitate a second les- 
son. 

Vietnam's claims of victory are ac- 
companied inside Cambodia with calls 
for increased vigilance. There is, in 
fact, no sign that either Hanoi or the 
| PRK is slowing the tempo of the 
counter-insurgency policy. The third 
batch of residents of Phnom Penh set 
off for what the PRK calls “national- 
defence work” — upgrading roads and 
clearing brush along the Thai-Cambo- 
dian border — on 27 April. If civilian 
labourers are going to be kept on the 
border during the rainy season, it 
seems reasonable to assume that siza- 
ble numbers of Vietnamese or PRK 
troops will also remain there. The offi- 
cial press has recently reported large- 
scale national-defence work of an un- 
specified nature in a province far from 
the Thai-Cambodian border — Rat- 
tanakiri, in thé extreme west. 





| 
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public relations campaign, advising | 


| eigners do so not out of discrimination | 


zens to be fingerprinted. п 





By Shim Jae Hoon in Seoul 

he fingerprinting of Korean 

residents of Japan by the Ja- 
panese Government has embar- 
rassed South Korean President 
Chun Doo Hwan. The issue 
erupted as Seoul and Tokyo were 
quietly laying plans for an ex- 
panded and closer relationship — 
following Chun's state visit to 
Tokyo in September 1984. 

The goodwill created by the visit 
is being rapidly undermined by 
the feeling here that the new rules 
on fingerprinting actually wor- 
sens, not improves, the system by 
making it mandatory for often re- 
luctant Japanese authorities to sue 
aliens resisting the measures. 

Privately, South Korean offi- 
cials suggest that fingerprinting 
be limited to initial alien registra- 
tion, not once every five years. 
This compromise formula is to be 
raised at a meeting later this 
month in Tokyo between South 
Korean and Japanese Foreign 
Ministry officials. Unless some 
progress is made there, a bilateral 
meeting of cabinet ministers, 
slated for later this year in Seoul, 
could be marred by emotional 
spillovers from South Koreans 
suspicious of a sellout to Tokyo by 
the Chun government. 

There is no way for this issue to 
avoid attracting attention — more 
than half of some 674,000 Ko- 
reans residing in Japan, who com- 
prise 80% of all foreigners there, 
must start renewing their registra- 
tion cards from July. They are 
mostly the offspring of Koreans 
drafted into wartime industries 
before the end of the Pacific War. 
Seoul thus views the whole matter 
as part of a historical legacy. 

Improvement of the legal status 
of Koreans in Japan is a subject 
that unites people of all political 
stripes here, and the government 
has come under growing pressures 
not just from nationalistic stu- 
dents and opposition parties, but 
also human-rights organisations. 
Christian dissidents have started 
street campaigns to collect a mil- 
lion signatures on a petition, 

Some intellectuals helping the 
dissidents argue that Japan's re- 
fusal to abolish the whole system 
shows its collective lack of matur- 
ity. “How can Japan claim to stand 
at the forefront of the world's hu- 
manity when it cannot peacefully 
co-exist with Korean residents?” 
asked Lee O Ryong, a leading 
Japan specialist writing in the 
daily newspaper Chosun Ilbo. 








| SRILANKA LANKA 


тти AGE EÛ kù 


` Kill ond be killed 


Tamil separatist guerillas massacre Sinhalese civilians 
in reprisal for the earlier slaughter of their own kind 


By Manik de Silva in Colombo 


he government of President Junius 

Jayewardene has been left shaken 
by an audacious guerilla attack on the 
ancient Buddhist city of Anuradhapura 
— the capital of Sri Lanka's North 
Central Province and the cradle of a 
civilisation dating back to the 3rd cen- 
tury BC — which left more than 150 
civilians, including women and child- 
ren, dead and dozens injured. 

The 14 May attack by Tamil 
separatists, who are fighting for their 
own state in the north and east, was the 
bloodiest in a long-drawn-out war 
which has cost the country dearly both 
in human and economic terms. It was 
also a grievous blow to national 
morale, posing serious questions about 
the effectiveness of the security system. 

Disguised as soldiers, about 25 
guerillas in a hijacked state-owned bus 
drove through the streets of the city, a 
centre for Buddhist pilgrims, and 
sprayed everyone in sight with 
machine-gun fire. Much of the carnage 
was near the city’s main bus station. 
This was followed by further killings 
near the Sri Maha Bodhiya, the sacred 
tree grown from a sapling from the tree 
under which the Buddha is said to have 
attained enlightenment. 

Not a single shot was fired at the 
guerillas as they rampaged through the 
city, where there is a substantial de- 
ployment of both police and soldiers. 
The police apparently expected an at- 
tack on the police station rather than 
on civilians and had taken positions to 
defend themselves. The army appeared 
not to have received word of the attack. 

The operation was completed in 
about 15 minutes. Then the attackers 
piled into a second hijacked coach and 
sped towards the vast Wilpattu Na- 
tional Park, 30 miles west of 
Anuradhapura. The police station at 
Nochchiyagama, a small town between 
Anuradhapura and Wilpattu, was 
warned of their approach and told to 
stop them. However, no roadblock was 
put up and the few shots fired at the 
speeding coach were ineffectual, 

At Wilpattu, nearly 25 people — 
mostly employees of the government's 
Wildlife Conservation Department, 
were slaughtered by the gang, which 
grabbed vehicles, arms, a tracker and a 
game ranger and disappeared into the 
jungle, a preserve for leopards and 
elephants. They were spotted once on 
the first day of their disappearance by 
a pursuing helicopter and there was a 
brief exchange of fire. After that, how- 
ever, a search which continued for sev- 
eral days proved fruitless. The game 
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ranger escaped, but the tracker was 
still missing. 

The attack was the first major thrust 
into the country’s Sinhalese heartland 
by Tamil guerillas. A hint of the shape 
of things to come was given a few 
weeks earlier when a group of rebels 
attacked Nikaweratiya, a town in the 
predominantly Sinhalese North West- 
ern Province, killing a policeman and 
robbing the local branch of the state- 
owned People's Bank. But that attack 
did not compare with the Anuradha- 
pura strike in its ferocity, intensity and 
cold-blooded disregard for human life. 


he government attributed the 

Nikaweratiya attack to the element 
of surprise and, though it vowed at the 
time that security forces would not be 
taken by surprise again, no one had ex- 
pected such a massacre of civilians as 
occurred at Anuradhapura. 

There were some reports that the 
guerillas had shouted “70 for 70" at 
Anuradhapura, indicating that their 
action was in reprisal for the alleged 
killing of 70 guerilla suspects by secu- 
rity forces at Velvettiturai near Jaffna 
in the north some days earlier. 

The guerila strike triggered a 
backlash against Tamils living in the 
Anuradhapura area, where at least 24 
were killed in the aftermath of the 


they waited | 











е city's army camp 
be evacuated to safety. The corpora. 
was in turn shot dead by his command- 
ing officer as hetrained a machine-gur 
on frightened Tamils in the camp. 

The other killings occurred both in 
Anuradhapura proper, where Tamil 
property was also attacked, and else- 
where in the dis- 
trict. The gov- 
ernment succeed- 
ed in preventing 
a backlash as 
severe as that in 
July 1983 when 
communal riot- 
ing rocked the 
country after the 
guerillas killed 
13 Sinhalese 
soldiers in Jaffna. 

Speaking at the 
opening of a new 
police station in 
a northern sub- 
urb of Colomba 
four days after 
the attack, Jaye- 
wardene said: "It 
is reported that 
the Anuradha- 
pura attacks 
were acts of re- 
venge for the kill- 
ing of civilians in 
the north by the 
security forces 
during the last 
few months. If 
civilians had 
been killed deliberately, it is wrong 
and unproductive. Security forces are 
trained to follow commands issued to 
them by their superiors. It is the 
maintenance of discipline among 
them, both in peace and war, which 
leads to victories. The most disciplin- 
ed security forces are the most success- 
fül-.." 

Although there was no direct admis- 
sion of armed-forces indiscipline 
aggravating the terrorist problem, 
Jayewardene, who is both defence 
minister and commander-in-chief of 
the military, came closer than ever be- 
fore to admitting to such a problem. 

Opposition parties moved quickly to 
capitalise on the impact of the 
Anuradhapura attack on the country, 
demanding a parliamentary debate, 
which the government has promised 
will be held soon. Former prime minis- 
ter Sirimavo Bandaranaike, who des- 
pite the fact that the government strip- 
ped her of her civil rights in 1980 for 
"misuse of power" during her seven- 
year tenure from 1970-77, offered her 
services to thenation at a meeting with 
two leading Buddhist prelates at 
Kandy. 

The monks, led by the influential 
Mahanayake of Asgiriya, have had 
talks with non-government political 
leaders about defusing the situation — 
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They all chose New Jersey. 
Case in point. Banker's Trust has 
its owe cds d in New York. | ^^ 
et, it chose to reloca 
bia, office of 
And while Bank 


ideal business climate, оше: irms . 
have crossed the ocean. Samsung 
Electronics, Korea’s leading 
company, could have located its 
manufacturing facility anywhere. 
They chose Roxbury, 
` New Jersey. 
Subaru, a Japanese ditombfilé 
importer, considered Pennsylvania, 
Delaware, and even Southern 
California. 
| Instead, they will erect their 
brand-new rew headquarters buildingi in 
Cherry Hill, New Jersey. 
Why does our firde: state have such 
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“a big attraction? 
Je have a state government 
committed to the idea of being an 
innovative partner with business. A 


ent that finds expression in 


everything from financial incentives to 


expert help with site selection, zoning 


and coping with local regulations. 

If you would like to know more 
about New Jersey, and why hundreds 
of international companies are already 
located in this state, write Mrs. Ming 
Hsu, The Governor's Special Trade 
Representative and Director of the 
New Jersey Division of International 
Trade (Department of Commerce & 
Economic Development) 744 Broad 
Street, Room 1709, Newark, NJ 07102. 
Ortelex 178089 NIDIT. Or phone 
(201) 648-3518. 

. Anddiscover what New Jersey has 
to offer. | 


Perfect. 


Together 





nvited to the conclave. summoned by 


the Asgiriya monk, but he did not at- 
tend. Jayewardene, taking note of the 
monk's action, also summoned a meet- 
ng of religious leaders. 
Many observers in Colombo believe 
that Jayewardene will be under pres- 
ure to restore Mrs Bandaranaike's 
civil rights — which. he сап do under 
the constitution — in an effort to forge 
“unity among.all political forces op- 
| posed to the separatist demand of some 
of the Tamils. Whether he will agree to 
this from a position of weakness is a 


loss of face 


-Chinese football fans 
riot after their team 
loses to Hongkong 


By Mary Lee in Peking 
Mtis perhaps unreasonable to expect 
intensely patriotic Chinese football 
fans to take consideration, in the face 
of a stunning defeat, of the political 
fact that Hongkong is now recognised 
as part of China. Nevertheless, as one 


iplomat said, it was surprising on 19. 


May how much xenophobia should be 
; directed against another Chinese team. 
2-7 The lesson for the Chinese leader- 
ship — for whom the football riot 
|: must have beer even more traumatic 
than for the foreigners caught up in it 
— is that there will have to be a lot 
^more intense selling of the *one coun- 
ку, two systems" concept to pre- 
‘empi latent envy of Hongkong find- 
‘ing expression in violence. 
-The hooliganism after the defeat of 


the national team in a World Cup | 
qualifying match by the team from | 
the tiny territory at the Peking Work- | 


ers' Stadium was not unprecedented. 


In April, in fact, the Central Commit- | 


tee for Promoting Socialist Ethics is- 
sued a circular decrying the many 
disturbances, fist fights, "even in- 
juries and deaths" during soccer 
matches last year. 

As to why foreigners’ cars and one 
eene — an Agence France Presse 


mok to do so, many kisses say 
answer lies in xenophobia and 
police force's inability (or even 
willingness) to deal with the “will 
the masses." In 20th-century Chines 
history, such xenophobia has found 
expression in the Boxer rebellion and 
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current predica 


Prime Minister g 
madasa said as much with th remar k: 
“Tt is foolish fer anyone to say; “This is 
not my government — I didn't vote for 
it. Let anything happen to it.’ It is sui- 
cídal to believe that the misfortune of 


the government, its ministers and MPs | 
| northern coast, and the Jaffna main- 


is the good fortune of its opponents." 
"The major separatist groups have 
been embarrassed by public opinion 
both at home and abroad about what 
was done at Anuradhapura. Several of 
the groups have disclaimed responsi- 
bility and condemned the attack. But 


Polonnaruwa, another ancient. city iny 
the North Central Province. 

There was also a massacre of Tamil. 
civilians, including women and child- 
ren, who were hacked to death on a^ 
ferry between Delft, off the country's 


land. At least 35 people died in the in- 
cident, which many Tamils have 
blamed on the Sri Lankan navy. The 
navy commander, ordered by the gov- 
ernment to investigate personally, has 





ruled out naval involvement. 








MODERNISATION 








ier amma —— € 

the Cultural Revolution. The deliber- 
ate attacks on foreigners' cars after 
the football match, is evidence, ob- 


towards foreigners is but a thin ven- 
eer beneath which lurks deep resent- 
ment. One Western diplomat said: 
"There's nothing the police or gov- 
ernment can do if Chinese xenopho- 
bia gets out of control." 

This is hardly an over-reaction, 


despite the fact that a local taxi | 
driver and several policemen were | 
| the three youths. who turned over а 
| taxi and beat up its driver are expect- 


also beaten up by rioters. 
Rather unusually, the police 
apologised verbally to this corres- 


pondent and the Soviet Tass news- | 


agency bureau chief, whose cars were 
damaged by the rioters. Then, in an 
obvious attempt to assuage any dis- 
quiet among the foreign community 
(who had by the following evening 
heard about the riot by word of 
mouth), the English-I guage China 
Daily on 21 May fit to give the 


the barrel, this-is totally alien to the 
image of the. Chinese nation, long 





noted for its politeness and courtesy. 
It also shows the neglect of education, 
particularly civic education, during 
servers say, that the polite friendship | the decade of the Cultural Revolu- 


tion.” 

The newspaper said that the city’s 
leaders appealed for a citywide pub- 
lic discussion (meaning denuncia- 
tion) of the riot and that the munici- 


| pal government was working out de- 


tailed plans to implement forceful 
measures against any acts that might 
disturb public order. Public trials of 


ed in a week's time. 

The fairest analysis of police be- 
haviour — this correspondent saw 
truckloads depart even as the mob 
was rampaging on the two main 


| streets bordering the stadium — is 


that they were unequipped апа 
caught totally off-guard. There were 
certainly enough policemen within 
the grounds to deal with the situation 
had proper orders been given. Why 
none was deployed to divert ap- 


i proaching vehicles from two streets 


remains unanswered. Platoons of 
baton-wielding policemen returned 
to the scene == some 90 minutes after 
the riot began disperse the mob. 
But by then, the damage to both 
image and property had been done. 
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DIPLOMACY 


Birth of a nation-bloc 


Despite wide differences and a shaky start, the South Asian 
Association for Regional Cooperation is rapidly taking shape 


By Salamat Ali in New Dethi 


ome five years after the idea was 

first mooted by the then Bangla- 
desh president Ziaur Rahman, and 
following three years of work by 
30 technical committees, the seven 
South Asian countries — jointly ac- 
counting for about one-fifth of the 
human race — have now reached the 
stage of formally launching the South 
Asian Association for Regional Coope- 
ration (SAARC). A meeting of the 
foreign ministers of India, Pakistan, 
Bangladesh, Nepal, Sri Lanka, Mal- 
dives and Bhutan in Thimphu on 13-14 
May finalised a declaration to be con- 
sidered at a South Asian summit in 
Dhaka in early December — the first 
ever meeting of South Asian heads of 
government or state. 

Although the SAARC charter 
adopted at the New Delhi meeting of 
foreign ministers in 1983 explicitly 
excludes from its purview all “bilat- 
eral and contentious issues” and gives 
each member a veto on every decision 
at every level, Sri Lanka's initial 
boycott of the Thimphu session was in- 
dicative of the vast area of strategic di- 
vide which separates the membership 
at present. Protesting against the re- 
mark made in the Indian Parliament 
by Foreign Minister of State Khurshid 
Alam Khan that Sri Lanka’s Muslims 
should realise that the Tamils in that 
country are fighting for their rights, 
too, Colombo recalled its Foreign Sec- 
retary W. T. Jayasinghe from Calcutta, 
where he was on his way to Thimphu. 

The boycott was called off following 
personal telephone calls to Sri Lankan 
President Junius Jayewardene both 
from Indian Prime Minister Rajiv Gan- 
dhi and Pakistan’s President Zia-ul 
Haq. In the absence of Foreign Minis- 
ter A. C. S. Hamid, Jayewardene sent 
his senior adviser, Esmond Wickra- 
masinghe, as the head of the Sri Lan- 
kan delegation which arrived by an In- 
dian Air Force helicopter at the last 
minute, Wickramasinghe immediately 
dissented from the earlier unanimity of 
the other six members on the proposed 
functions of the Council of Ministers — 
the apex body of the SAARC. He said 
Sri Lanka was prepared to accept the 
formation of the council “in principle” 
but that the proposed functions needed 
further consultations. At least this 
stand represented an advance over Co- 
lombo's earlier opposition to the very 
creation of such a council. 

Noting Sri Lanka’s reservations, the 
remaining six agreed that summit host 
Bangladesh should consult all mem- 
bers on Colombo's proposals and re- 
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differences there 


whatever 
might be on various formulations in 
the run-up to the summit. None agreed 


concile 


with Pakistan's idea of creating a per- 
manent SAARC secretariat. The points 
of agreement were on the name of the 
organisation, the charter to be consi- 
dered by the summit, mutual consulta- 
tions on economic issues before meet- 
ings of various international forums, a 
call to increase the capital of the World 
Bank and International Monetary 
Fund quotas in the allocation of new 
special drawing rights, and the adop- 
tion of urgent measures to enlarge the 
flow of concessional resources of 
various international funding organi- 
sations. 


he foreign ministers also called for 

the elimination of protectionist bar- 
riers created by the industrialised 
countries against the exports of de- 
veloping countries. Although India 
and Pakistan are engaged in an arms 
race at present and have serious suspi- 
cions about each other's nuclear inten- 
tions, the SAARC foreign ministers 
were unanimous in expressing concern 
over the global political situation, 
characterised by areas of tension and 
proliferating conflict in all the regions, 
which they saw as a major threat to 








med ghee? e build-up of arms by 
the superpowers and the threat of a nu- 
clear holocaust. But the final com- 
munique avoided any reference to re- 
gional or political issues, confining it- 
self to the economic problems of the 
Third World. 

The SAARC's agreed area of coope- 
ration is confined to postal services, 
telecommunications, science and tech- 
nology, health and population plan- 
ning, rural development, sports, arts 
and culture, meteorology, transport 
services and agriculture. It excludes 
the critical area of trade and industry, 
but has worked out an integrated pro- 
gramme of action in the agreed area 
with the costs being borne by each 
country on a voluntary basis. The 
Thimphu meeting saw an all-round in- 
crease in these contributions. It also 
featured a call for the utilisation of 
offers of assistance from the Interna- 
tional Telecommunications Union and 
the European Economic Community. 

Although the area of cooperation so 
far identified by the SAARC is highly 
restricted, the Thimphu decision to in- 
stitutionalise it at the Dhaka summit is 
a major and relatively swift advance 
since the idea was first put forward. 
Ziaur Rahman initially was suspected by 
Pakistan of serving as India’s front 
man, while India suspected him of try- 
ing to turn all the other South Asian 
nations against New Delhi. Now, all 
the South Asian leaders are keenly 
looking forward to the Dhaka summit, 
which has the potential to further in- 
crease economic cooperation and, 
more important, remove some of the 
political mistrust that is the bane of 
their mutual relations. 

The restricted sphere identified for 
immediate cooperation has not pre- 
vented the SAARC from adopting 
some open-ended objectives for de- 
veloping it eventually into an or- 
ganisation such as the EEC or Asean, 
which both took decades of effort to 
reach an institutional stage. The un- 
animously adopted objectives include 
strengthening of “cooperation among 
the seven countries in international 
forums on matters of common in- 
terest” and enhancing “mutual trust, 
understanding and appreciation of one 
another's problems." The meeting also 
vowed that the SAARC will "promote 
and strengthen collective self-reliance 
among the countries of South Asia" 
and "promote active collaboration and 
mutual assistance in the economic, 
cultural, technical апа scientific 
fields." 

South Asian statesmen are largely 
agreed that tense political relations 
and cooperation in economic, social 
and cultural matters cannot be com- 
partmentalised indefinitely and that 
political friendship has to reinforce 
such cooperation. But friendship so far 
has proved an elusive goal. Everyone is 
hoping that the Dhaka summit will 
give a boost to this quest. п 
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€ DURING his terms as British 
prime minister, Harold Wilson, now 
improbably entitled Lord Wilson of 
Rievaulx (apparently a ruined abbey 
in Yorkshire, the name of which is 
Norman French but today pronounc- 
ed "Riviss"), was never accused of 
the open, blunt honesty supposedly 
characteristic of Yorkshiremen. He 
has not changed, as was evident re- 
cently when he addressed the press in 
Hongkong after a tour of China dur- 
ing which he met many senior offi- 
cials, including Premier Zhao 
Ziyang. 

Asked about Britain's declining 
impact on and presence in the mar- 
kets of East Asia, he spoke vaguely of 
the country's track record in trade 
and technology, but did not mention 
his own decision to withdraw from 
East of Suez. On his meeting with 
Soviet leader Mikhail Gorbachov and 
the future of Soviet/US/China rela- 
tions, he referred (tactlessly, being 
fresh from China) to the advanced 
age of the members of the Soviet 
presidium remarking, hardly origi- 
nally, that Gorbachov was the first 
ruler of Russia who was born after 
the Revolution, a man who might in- 
stigate new policies if he did not be- 
come a prisoner of the political high 
command. A brilliant insight! 

With stylistic infelicity Wilson 
commented that “the issue of Hong- 
kong’s future is now behind us.” This 
Traveller asked whether, when dis- 
cussing his suspicions of the British 
security services with two BBC re- 
porters, he had ever said anything 
like the remarks attributed to him in 
a recent edition of the Spectator: 

"I see myself as the big fat spider in 
the corner of the room. Sometimes I 
speak when I'm asleep. You should 
both listen. Occasionally when we 
meet I might tell you to go to the 
Charing Cross Road and kick a blind 
man standing on the corner. That 
blind man may tell you something, 
lead you somewhere." 

Wilson replied that he had never 











said anything like that and anyway 
the two reporters knew no short- 
hand. 

@ ONE would have expected a 
former prime minister of Britain to 
have led a delegation to China repre- 
senting British industry, exporters or 
à banking group. Instead he appeared 


as a director of the ICE Group. His | 


ICE colleagues tirelessly distributed 
press kits and asked pointed ques- 
tions afterwards about the identity of 
those who had dared interrogate Wil- 
son. The group's chairman, Roger 
Shashoua (referred to in the hand- 
outs as “Chairman Shashoua" which 
makes him sound like a superan- 
nuated Chinese leader), had to be 
physically restrained from address- 
ing the press luncheon himself. 

"Chairman" Shashoua. who was 
born in Alexandria but brought up in 
Israel, drooled over Wilson whom he 
addressed with extravagantly flow- 
ery language — not the language that 
would be expected to appeal to a 
blunt Yorkshireman. But Wilson al- 
ways did have unusual friends, par- 
ticularly for a socialist. Was it 
perhaps his own peculiar way of cun- 
ningly showing up the *unacceptable 
face of capitalism"? 

ICE literature, replete with jargon 
about technology transfer and cost- 
effectiveness, claimed that two trade 
centres which ICE would establish in 
China are “expected” to attract more 
than 20,000 small and medium-sized 
companies to China over the next 
20 years, while a planned English/ 
Chinese-language monthly magazine 
has set itself a circulation target of no 
less than “2 million in China, 600,000 
worldwide." I trust the Chinese were 
more impressed with their visitors 
than this Traveller was. 

ICE appears to specialise in fast- 
talking PR men and tough-looking 
hangers-on. Its business accomplish- 
ments are harder to pin down. 

The REVIEW's attempts to track 
down ICE's many accomplishments 
in China met with scant success, In- 





quiries in Peking and Hongkong 
failed to put much flesh on the 21 
technology transfer deals ICE has 
arranged, or on its announced US$84 
million worth of joint ventures. ICE 
doesn't so far find it necessary to have 
an office in Peking to supervise its 
myriad deals. But it does have offices 
in Milan and Nigeria, both of which 
will doubtless contribute immensely 
to the quadrupling of China's gross 
national product by the year 2000 
However, ICE does seem to have hit 
on a new gimmick. It claims agree- 
ment for “technology transfer service 
trade centres” (whatever they may 
be) in Tianjin, Shenzhen, Peking and 


| Fuzhou. At the same time China will 


invest in similar centres in Britain, 
West Germany and the US — at least 


| “after preliminary discussions with 


high-ranking PRC representatives, 


| arrangements soon to be finalised 


call for 

Lord Wilson did not distinguish 
himself in Peking either. Addressing 
a bankers’ conference, he muddled up 
Lee Kuan Yew and Zhou Enlai. Wil- 
son was wise enough to resign as 
prime minister while he was still on 
top. He seems to have forgotten his 
own lesson 
e DESPITE his failure to meet Pre- 
sident Suharto, the visit of Chinese 
Foreign Minister Wu Xueqian to In- 
donesia may accelerate the process of 
detente between the two countries 
One sign of the detente would be a re- 


| laxation of Jakarta's ban on the im- 


portation of any material written in 
Chinese 

The censors, being censors, take 
this ban to ludicrous lengths, solemn- 
ly inking out all Chinese characters in 
foreign publications, even those in 
news photographs and advertise- 
ments. Thus the Sunday edition of The 
Straits Times of 28 April, spotted by 
Juhani Lompolo, featured an adver- 
tisement for the Taiwan porridge and 
seafood available at Singapore's 
Huang Palace, the characters for 
which were solemnly blacked out, an 
exercise rendered wholly ridiculous 
by the censor's failure to spot an ad- 
joining advertisement for the seafood 
offered by the Red House 


and *Live' Seafood 
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As in Sabah, anew consciousness of the indigenous people of Sarawak stirs 


‘Slowly the hill rises’ 


By James Clad in Kuching 


ominated by Malay and Malay- 
р: politicians since inde- 

pendence, Malaysia's Borneo 
states are beginning to show signs of 
restlessness. While the most dramatic 
change has happened in Sabah (where 
a party based on the native Kadazan 
people won control of the state govern- 
ment in April), neighbouring Sarawak 
has its own problems: a bitter political 
crisis has divided a Muslim party do- 
minant since 1969 while, at a deeper 
level — the long-quiescent non-Mus- 
lim indigenous people have begun to 
stir. 

Sarawak differs markedly from 
Peninsular Malaysia. Its majority peo- 
ple comprise neither Malays nor 
Chinese, but rather Dayaks, a term 
that embraces many groupings, the 
Iban (page 100) and Bidayuh being the 
biggest. In this largest of Malaysia's 13 
states, Islam has the fewest followers; 
besides the Malays, only a majority of 
the smaller, native Melanau group em- 
brace Malaysia's state religion in 
Sarawak. Traditional religion still 
holds a powerful appeal for the Ibans, 
the largest single group in the state 
(about 30% of the population) while 
Christianity has more Dayak adher- 
ents than Islam 

But apart from race and religion, 
Sarawak also takes a different politi- 
cal path from Peninsular Malaysia. 
Analysts offer two reasons for this. 
First, though dominating the state ap- 
paratus and its patronage, Sarawak's 
Malays still display a distinctly inde- 
pendent streak that dates from the 
centuries-old habits formed during the 
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Brunei sultanate's supremacy along | 


Borneo's north coast before the era of 
Sir James Brooke, the "white rajah," 
began in the 1840s. In handling their 
Borneo cousins, Peninsular Malaysian 
politicians try to obey a “handle-with- 
care" label. 

Sarawak retains some freedom of 


state's four main parties overlap con- 
fusingly in voters' loyalty. The dispro- 
portionate Muslim strength in govern- 
ment not only results from strong fed- 


| eral bias towards this end, but also 


manoeuvre mainly because Peninsular | 


Malaysian parties do not have an elec- 
toral hold here — only the opposition, 
Chinese-based Democratic Action 
Party runs candidates in both parts of 
the country. Thus, when Kuala Lum- 
pur leans on Kuching, it does so not 
through the old-boy network of the 
ruling United Malays National Or- 
ganisation (Umno), but through the 
apparatus of the National Front — the 
Umno-led coalition binding all state 
and federal ruling parties except, not- 
ably, Sabah’s new (and ostensibly 
multi-racial) Parti Bersatu Sabah 
(PBS). 

Yet Sarawak’s complexity does not 
stop there. Although the three main 
ethnic groups — Malay, Chinese and 
Dayak — compete electorally, the 


HOW THEY COMPARE 


Literacy rate 


Poverty rate 


Group 





Bidayuh 
Iban 

Malay { 
Melanau 
Chinese 


Sources: 1980 census, Malaysia, and mid- 
term review, fourth Malaysia plan (1984) 





| people to vote for one party 





from only one party's monopoly of 
Muslim allegiance — the Parti Pesaka 
Bumiputra Bersatu (PBB). 

The increasing tendency of Chinese 
the 
Sarawak United People's Party (Supp) 

reinforces their urban-centred, 
commercial power. The Chinese com- 
prise 28% of Sarawak's population 
and are the second largest individual 
group after the Ibans. But in contrast 
to this obvious, if undeclared, shift to- 
wards Peninsular Malaysian-style com- 
munal politics, the Dayaks support — 
to varying degrees — all four parties. 
Essentially, it is on this fragmentation 
of Dayak power that the continuing 
dominance of the Malay-Melanau PBB 


rests 


Ithough Malay-Melanau and Chi- 
А electoral loyalties do not 
translate exactly into numbers 

of votes for PBB and Supp (mainly due 
to no-poaching agreements by all 
Sarawak's parties now in the National 
Front), the broad trend is clear. The 
communal pattern depends also on 
electoral boundaries that bottle up 
Chinese voters in heavily populated 
urban ridings, while creating Malay- 
Melanau majorities in other, mainly 
coastal electorates. The PBB has held 
the largest number of Council Negri 
(state assembly) seats since 1969 and 
thus fills the chief ministership; its 


30 MAY 1885 e FAR EASTERN ECONOMIC REVIEW 





 Lirong family; Iban father and son; Kerabit girls: dawning political awareness. 














currently besieged leader, Datuk 
Patinggi Taib Mahmud, now heads the 


coalition government here that, super- | 


ficially, mirrors the federal set-up in 
Kuala Lumpur. For more than 12 years 
before him, his uncle and current an- 
tagonist, Tun Rahman Yakub, held the 
same post. 

At first glance, the Dayaks seem 
as disunited as ever in their an- 
cestral state. Recent developments 
have divided them further: in July 
1983, a number of mainly Iban intel- 
lectuals and state MPs deserted the 
Sarawak National Party (Snap) to 
form their own Parti Bansa Dayak 
Sarawak (Sarawak Dayak Peoples 
Party — PBDS) which contested the 
December 1983 elections for the 46- 
seat state assembly, which claims to be 
the oldest continually sitting parlia- 
ment in Southeast Asia. In addition, 
the PBB and Supp also pulled in Iban 
voters, whose divided electoral loyal- 
ties still reflect historic divisions 
among the Iban community dating 
from the Brooke era. There are 19 Day- 
aks in the assembly. They come from all 
four parties and include an indepen- 
dent. 

Yet, while the partisan poli- 
tical. picture shows continu- 
ing fragmentation, other cur- 
rents are flowing beneath the 
Byzantine complexities of Ku- 
ching's patronage politics. 
After 21 years of independence 
within Malaysia, Dayak leaders 
and their increasingly sophisti- 
cated followers are asking 
whether their entitlement should 
not be enlarged. In most indices 
of social welfare or educational 
advancement, Sarawak's non- 
Muslim "bumiputras" (a fed- 
eral concept denoting Malay- 
sia’s indigenous peoples as 
opposed to immigrants, main- 
ly Chinese or Indians) score 
poorly. 
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Ethnic group 


Non-Islamic natives 
Iban 


More particularly, the Dayak people 
have generally been passive observers 
to the continuing award of timber con- 
| cessions by the state government — a 
process that picked up speed during 
the rule of Taib's predecessor. Return- 
ing to Kuching in 1970 with a blank 
cheque from Kuala Lumpur to crush a 
communist insurgency and to integ- 
rate the state into the federation, 
Rahman in the process created an 
inner cadre of fellow Melanaus who 
continue to control many key posi- 
tions. In this political circle, timber is 
the pivot. 


Ithough currently preoccupied by 
А" intense manoeuvring іп and 
around PBB, nearly all the 
state's Malay, Melanau or Chinese 





they discern a hazy but nonetheless 
growing spectre of Dayak, especially 
Iban, political assertiveness. Behind 
the factional fighting, politicians are 
acutely conscious of a "spillover" ef- 
fect on Sarawak's indigenous peoples 
from the unexpected change of govern- 
ment in neighbouring Sabah. 





POPULATION BREAKDOWN 


(1970 census) 
% 


(1980 census) 
Population 





Bidayuh 
Others 


Islamic natives 
Malays 


Melanau 


Non-natives 
Chinese 


Others (Indians, Eurasians, 


Europeans) 


Total 


leaders contacted by the REVIEW said | 








Most ascribe the immediati 
of Dayak dissatisfaction idu- 
als' disappointment over getting less 
patronage from the state's powerbrok 
ers than they had hoped. But all agreed 
that resurgent Dayak politics has infi- 
nitely more ramifications for Sarawak 
than Kuching spoils-dividing. Dayak 
politicians caution that Sarawak can- 
not expect a phenomenon similar to 
Datuk Joseph Pairin Kitingan's Kada- 
zan-based PBS victory in neighbour- 
ing Sabah 


auses 


to ina 


“The conditions are very different 
here,” PBDS committee member (and 
state MP) James Maseng, a in- 
thropologist, told the Review. “Dayaks 


here do not perceive a strong ‘Islami 
drive into Sarawak — unlike the arri 
val of Muslim Indonesians 
from the southern Philippines in 
Sabah.” 

Other Dayak politicians said theii 
people do not currently have an “anti 
federal” focus such as that supposedly 
provided by the cession of Sabah's La 
buan island to Malaysia as a federal 
territory. Just the opposite now 
applies. PBDS president, federal Tele- 
communications, Energy and 
Posts Minister Datuk Leo Mog- 


зг refugees 


gie, is, not surprisingly, seen as 
strongly pro-federal 

Just as important, Dayak 
politicians in Kuching say that 
the Sarawak style of chief 
ministerial leadership contrast 
sharply with former Sabah chief 
minister Datuk Harris Salleh's 
way of doing things — especially 
the treatment given to an un 
grateful electorate or perceived 


indignities against Kitingan be 
fore the Sabah election 


Most of all, both Dayak and 
non-Dayaks alike stressed the 
need for a charismatic leader 
and bemoaned the success of 


policies aimed not only at frag- 
menting electoral support but 
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posi 
ity were created. “We are still waiting 
for our Pairin [Kitingan]," lamented 
one Snap party worker. Kitingan is a 
paramount chief of the Kadazan peo- 
ple, as well as now chief minister. 

But the number of sleeping issues 
has grown. Apart from personal dis- 
satisfaction with timber patronage, 
larger communal issues are brewing. 
These include civil service politics, 
educational entitlement, social wel- 
fare, language, the slow pace of sur- 
veying native traditional land and a 
more subjective feeling that Dayak 
culture is on the defensive. 

Of seven divisions in Sarawak, only 
two are headed by ethnic Dayak (in 
this case, Iban) district officers. The 
last Dayak permanent secretary (of 
which there are nine) departed for 
study abroad, and sources intimated 
his position will remain in the hands of 


to the distribution of scholarships 

or training bursaries abroad or in 
Malaysia, and to the use of native lan- 
guages — especially Iban and Bidayuh 
(the latter comprises five dialects). 
Both the Sarawak Foundation and (to 
a lesser extent) other government 
agencies are seen as favouring Malays 
and Melanaus. Government data show 
a decline in the number of Dayak lan- 
guage broadcast-hours over the years 
(radio is a crucial method of communi- 
cation in the interior), and the govern- 
ment literary institute has stopped 
publishing magazines in Iban. 

In land affairs, the Dayaks must wait 
for a slowly working survey depart- 
ment to give them title to native lands 
which they hold in perpetuity; without 


T he same sense of grievance applies 






agriculture and river fisheries, anc 
also on the social fabric of Dayak peo- 
ples— Iban longhouse culture in parti- 


cular. Hydroelectric projects — gen- 


erally accepted by Dayak politicians as 
necessary for the state's progress — arc 
generating controversies over the level 
and pace of compensation, while a few 
voices, not many, bemoan the flooding 
of ancestral burial-grounds. 

Most troubling of all, the federal 
government's data show that the Day- 
aks — constitutionally bumiputras as 
much as Malays — have a dispropor- 
tionately high number of households 
living below the government's poverty 
index: among Bidayuhs this ap- 
proaches 65%, with Ibans not far be- 
hind. The figures also reveal increasing 
poverty in recent years — at a time 





Non-Muslim Dayaks 
take heart from Sabah 


ormer Sabah chief minister Datuk 

Harris Salleh's stunning defeat in 
April is haunting Malaysian politics. 
The abrupt demise of Kuala Lumpur's 
favoured man in Kota Kinabalu — the 
first-ever election defeat of Malaysia's 
ruling National Front government — 
has had repercussions in both Peninsu- 
lar and East Malaysia. 

Deeper implications of the victory of 
Sabah's new Chief Minister Datuk 
Joseph Pairin Kitingan have not been 
lost on neighbouring Sarawak's non- 
Muslim indigenous people, or Dayaks, 
who comprise a number of sub-groups 
including the Ibans and the Bidayuhs. 
By all accounts, Kitingan rode to 
power on the back of many grievances, 
justified or not, within his own Kada- 
zan community — in which he also 
holds a traditional chieftain's title 
among this ethnic group. 

Some in Sarawak see the success of 
his ostensibly multi-racial Parti Ber- 
satu Sabah as rather a welcome lesson 
to Malay-dominated governments in 
East Malaysia — and in the federal 
capital too. 

But observers in both halves of the 
country cautioned against drawing too 
many parallels between Sarawak and 
Sabah. No one can whistle away Kitin- 
gan's luck in capitalising on a split in 
Malay voting between Harris' defeated 
Berjaya party and the United Sabah 
National Organisation. Apart from 
squeaking in on a minority of total 
votes cast — one report put it at 
slightly more than 26% — the Kadazan 
phenomenon also benefited from other 
factors such as good leadership and no 


shortage of issues that the 
community found troubl- 
ing. 

If any party in Sarawak 
seems set to attempt a re- 
peat performance, it must 
be the Parti Bansa Dayak 
Sarawak (PBDS — the 
Sarawak Dayak People's 
Party). This most recent 
expression of  Dayak 
hopes emerged in July 
1983 out of a power strug- 
gle and expulsions within 
the Sarawak National 





Moggie: a bigger slice. 


been to dispel impres- 
sions that it is the mere 
plaything of the Malay es- 
tablishment. 

In the December 1983 
elections, Snap and the 
PBDS squared off in 16 of 
the state assembly’s 46 
seats. The former pulled 
in 40,735 votes in these 
ridings, while the PBDS 
gained 33,712. The PBDS, 
however, gained seven 
seats, while Snap drop- 
ped from 17, its pre-split 
position, to just six seats. 
Both parties are repre- 
sented in the cabinet, 
though PBDS minister 
Datuk Daniel Tajem also 
serves as deputy chief 
minister. The PBDS- 





Party (Snap) оѕіепѕі- 
bly multi-racial but largely, in elec- 
toral terms, an Iban and Bidayuh 
party. 

Formed from Snap renegades, the 
PBDS rejects multi-racialism for Day- 
aks, suggesting that Chinese financiers 
in Snap have used Dayak votes to 
achieve their own aims, PBDS presi- 
dent Datuk Leo Moggie, who is also a 
federal minister, says he wants all 
Dayaks to unite to gain a bigger slice of 
benefits available to them as bumiput- 
ras — indigenous people favoured by 
Kuala Lumpur's now 15-year-old New 
Economic Policy. 

Snap president Datuk James Wong, 
a timber businessman from Limbang 
in northern Sarawak, bitterly resented 
Moggie’s words. In the personal style 
of politics favoured here, Wong told 
the REVIEW in 1983 that the sole reason 
for the PBDS' creation was to do the 
bidding of elements in the Malay- 
Melanau community hostile to him. 
The PBDS' task since the election has 





Snap split carried over 
to federal constituencies, of which 
the PBDS now holds six and Snap 
four. 


D espite the scheming, an underlying 
sense of grievance is apparent 
when speaking to PBDS and other 
Dayak politicians. One showed the 
Review data purportedly from govern- 
ment sources indicating an increase in 
the incidence of poverty among Ibans 
and Bidayuhs from 1976 to 1982. The 
data indicated that the Iban poor in- 
creased to 49.5% in 1982, from 45.3% 
in 1976, while the poor among the 
Bidayuh increased to 25.5%, from 
11.3% in the same period. 

The figures showed a drop in poverty 
during the same period for Malays, 
Melanaus (another ethnic group on 
Sarawak) and Chinese. Other issues — 
language, education,  civil-service 
placement and land — in ordinary cir- 
cumstances should provide the Dayaks 
with enough common purpose. 


38 


30 MAY 1985 e FAR EASTERN ECONOMIC REVIEW 


SS) 


when Sarawak's gross domestic pro- 
duct of M$2 billion (US$809.7 million) 
in 1983 has been growing in excess of 
6% a year. With an accumulated sur- 
plus of M$615 million for that year, 
the state also contributes 95% of its 
petroleum revenue to the federal gov- 
ernment. 

“It is not a fast process," Patau 
Rubis, a Bidayuh physician and state 
MP, told the Review. “But there is a de- 
tectable awakening among people 
here.” Iban MPs said that a mood of 
“Ibanism” is growing in their electo- 
rates, fuelled partly by the explicitly 
"native" thrust of PBDS' appeal — the 
first party for 20 years to take this ap- 
proach. At the same time, a new associ- 
ation of Iban professionals, the 
Sarawak Dayak Iban Association, has 
attracted 2,000 members. Its president, 
senior civil servant Sidi Munan, cites 
an old Iban proverb to describe the 
process: "mimit mimit, jari buket” 
slowly, slowly the hill rises. п 
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But there is a catch. When con- 
fronted by their differences, the Day- 
aks seem little more than a figure of 
speech. Ibans form the largest Dayak 
community, followed by the Bidayuhs 
and smaller groups, such as the 
Kelabits and Kayans. There are an- 
cient enmities between the groups, 
especially among the Iban and 
Bidayuh. Sarawak’s non-Muslim na- 
tive peoples have spread their support 
across four major parties and a host of 
independents. In one predominantly 
Dayak seat, a former communist insur- 
gent, fluent in Iban, won the election 
against a Dayak. 

The PBDS is not the first party to 
offer Dayaks an explicitly ethnic ap- 
peal. Snap emerged in 1961 expressly 
to counter predominantly Chinese and 
Malay parties established in anticipa- 
tion of independence. Another party, 
the Pesaka Anak Sarawak (Pesaka — 
now part of the dominant Malay- 
Melanau Parti Pesaka Bumiputra Ber- 
satu) quickly followed the next 
year. 

But the PBDS appears more anxious 
than its competitors to give substance 
to the racial arithmetic suggesting the 
natural basis for a communal party, 
especially with Iban support. More- 
over, Iban ridings in particular have 
smaller numbers of electors than even 
Malay-Melanau seats. What has been 
described as *a common language, 
adat [customary law] and a corpus of 
beliefs" also points to Iban unity at 
least. 

But political solidarity eludes com- 
munal identity, largely because of the 
dispersal of Ibans throughout Sara- 
wak in small communities. The 
absence, unlike among other native 
communities elsewhere in Sarawak, of 
traditional hierarchies also works 
against political mobilisation. 

— JAMES CLAD 
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in the swamps: pillar of the economy. 














WEALTH FROM THE WOOD 


Era resources gives it a 
unique place in the Malaysian 
Federation. Summed up, they amount 
to the twin pillars of petroleum 


and timber, with the bulk of re- | 


venue from each going to the federal 
and state governments respectively. 
Estate cash-cropping, so evident 
in Peninsular Malaysia and, in- 
creasingly, in Sabah as well, con- 
tributes very little to Sarawak's 
earnings. 

A classified state document made 
available to the REVIEW, shows that, 
by the beginning of 1984, 367 timber 
extraction licences or concessions, 
had been granted, divided into long- 


term, annual or short-term periods of | 


renewal. 

They covered upland, lowland 
and mangrove forest. All but 
28,957 km” of Sarawak’s total 


123,253 Кт? land area consists of 
forest. 

Although logging dramatically ac- 
celerated during the 1970s, lands put 
aside as "permanent forest" (com- 
prising “forest reserves" and “pro- 
tected forest") grew only fraction- 
ally, from 31,101 km? in 1974 to 
31,705 km? 10 years later. During the 
same period, the number of native 











communal forests dropped from 303 
to 56. 

The most recent government fig- 
ures show that Sarawak's timber 
products together pulled in M$1.233 
billion (US$500.2 million) in export 
earnings in 1983. Processing remains 
under-developed, even in contrast to 
neighbouring Indonesia or Peninsu- 
lar Malaysia: sawn timber exports 





| brought only M$84.9 million and 


further processed timber products 
(plywood, furniture and fittings) only 
M$54.3 million; by contrast, 10.6 mil- 
lion m? of logs worth M$1.094 billion 
were exported. 

The other pillar, petroleum, has 
made Sarawak "an oil state" — in the 
words of a Dayak politician speaking 
recently to the Council Negri (state 
assembly). Crude oil exports for 1983 
reached M$3.3 billion. Exports of 
crude oil added to liquefied natural 
gas, petroleum and petroleum pro- 
ducts now comprise 68% of total 
earnings. Sources said Sarawak now | 
contributes more revenue than any 
other Malaysian state, and in 198% 
exports of nearly M$6 billion over- 
shadowed imports by a factor of 2:1, 
greatly helping Malaysia's current- 
account position. — JAMES CLAD 
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[Бап squatters in Kuching: little influence. 








An intra-family dispute 
dominates state politics 


T he current uproar within Sarawak's 
dominant Parti Pesaka Bumiputra 
Bersatu (PBB) reflects embittered re- 
lations between a strong-minded uncle 
and a nephew anxious to cut a figure in 
his own right. Sarawak Chief Minister 
Datuk Patinggi Taib Mahmud and his 
uncle, Tun Rahman Yakub (Taib's 
senior by only eight years), by most ac- 
counts have reached the point of no re- 
turn in a fight which began soon after 
Taib “came home" from Kuala Lum- 
pur to take the chief ministership from 
Rahman. During the 1970s, Taib held 
various federal portfolios, including 
primary industries and defence. 

As with most other facts concerning 


this highly public family falling-out — | 


which has mesmerised this state capi- 
tal of 300,000 — accounts of its origin 
vary wildly. But one thing seems clear: 
Taib has not lived up to Rahman's ex- 
pectations as chief minister, and many 
of Rahman's allies within the PBB 
share that opinion. On the other hand, 
many of Taib's allies insist that their 
man's progressive administrative style, 
which they contrast darkly to Rah- 
man's style, has incurred the wrath of 


people whose commercial and political | 


influence is waning under the new ad- 
ministration. 

Although cloaked in indirect lan- 
guage and conducted in drawing-room 
intrigue, the bitterness of the disagree- 
ment has upset Kuala Lumpur and 
etched deep divisions in a community 
which prefers to handle conflict in a 
less visible way. Most observers and 
participants describe the atmosphere 
as the worst Malay-Melanau ethnic 
groups quarrel since the 1960s. 

In early May, Taib all but named 
three principal “co-conspirators,” in a 
plot to oppose his leadership. In an in- 
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terview, he said this opposition came, 
in the first instance, from three old- 
guard PBB elements: party vice-presi- 
dents Wan Habib and Datuk Wan 
Yusof and former deputy secretary- 
general Salleh Jafaruddin. But the or- 
chestrator of the machinations, Taib 
alleged, was his uncle. Not surpris- 
ingly, the conflict's causes received a 
different explanation in subsequent 
meetings with Habib and Yusof. 

One side said the depressed timber 
market had put concession operators 
in a tight spot, leading in turn to pres- 
sure for relief on some payments to 
business partners. These partners need 
more funds, it was suggested, but the 
current leadership balked at their in- 
cessant demands. Adding to the pres- 
sure, Taib's faction suggested that 
cash-flow problems from losses in 
financing Hongkong deals — or even a 
Kuala Lumpur-based company with 
shares in a British multinational firm 
— were behind the criticism of “money 
politics." 


hose targeted by Taib have respond- 

ed by charging the current chief 
minister with nepotism — including 
allegations that some in his immediate 
family may have a strong hold on local 
transport businesses. Taib's style, de- 
scribed as weak by his detractors, his 
alleged chuminess with some ethnic 
Chinese entrepreneurs, his supposed 
desperation and general indifference 
to conducting government in the tradi- 
tional way came in for tough criticism. 
In his interview, Taib countered by 
suggesting that his opponents had re- 
sorted to racialism, threats, money and 
"anti-federalism." 

The fight — which Wan Yusof con- 
ceded turns on attempts to topple Taib 





from the PBB leadership — has spilled 
over into most Malay-Melanau and 
major government institutions. Wan 
Habib also serves as chairman of the 
Sarawak Land Development Board, 
while his recent, and unsuccessful, op- 
ponent for control of the local Native 
Peoples Chamber of Commerce, Rf- 
fendi Norwaw, guides the revamped 
Sarawak Economic Development 
Corp. — one of Malaysia’s compara- 
tively few profitable public enterprises 
of this type (REVIEW, 26 Jan. '84). 

The Rahman-era Sarawak Founda- 
lion is seen as solidly behind the old 
order, while the newly created Land 
Consolidated and Rehabilitation Au- 
thority appears to enjoy Taib's confi- 
dence. Even Kuching's daily news- 
papers seem, in varying degrees, to 
have joined the fray: the Sarawak 
Tribune leans towards the chief minis- 
ter's opponents, while the Borneo Bul- 
letin seems closer to the current. ad- 
ministration. 

The quarrel also reaches deeply into 
the bureaucracy, heavily Malay and 
Melanau in composition. The chief 
minister is said to rely particularly on 
his deputy state secretary, the number- 
two civil servant, and he shares views 
with an informal group known as 
Azam, an acronym for "the age of pro- 
gress generation." Azam includes civil 
servants and some local journalists. 

Some of the charges have hurt Taib, 
especially accusations that he favours 
the Chinese-based Sarawak United 
People's Party (SUPP) to the detriment 
of kith and kin. Ineptly bolstered by in- 
cautious words from a senior SUPP 
politician, suggestions of free land for 
the SUPP's Kuching headquarters 
have gained credence. 

Some elements suggest Taib's oppo- 
nents may set up a rival :Ма]ау- 
Melanau party to the PBB — the mem- 
bership lists of which Taib believes 
have been heavily doctored in the past 
in the style of alleged practices of West 
Malaysia’s Malaysian Chinese Associ- 
ation. For the moment, the setting up 
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victory for the chief minister or those” 
ranged against him. “It’s just gone on 
for too long and too far," a PBB official 
said. In an unusual step, Rahman in 







ib should step down. 


Apparently depending on biased 88. | 


here of Ma- 
urity Agencies, 
ne Minister Datuk Musa Hitam 
id a quick visit in March, pointedly 
rning off anyone in the PBB keen to 
at the, chief minister who, Musa 
inted out, won re-election in De- 
"icember 1983 (REVIEW, 19 Jan. '84). Yet 
= Kuala Lumpur's apparent support for 
Taib, by most if not all leading për- 
"'sonalities in the United Malays Na- 
ional Organisation, the dominant party 
‘in the ruling National Front Coalition, 
Мыз пої stopped the attacks on him. 





fhile Sarawak’s principal export 
earner“has become oil and gas, 
дну 5% of petroleum revenue reaches 
its'coffers. But apart from corporation 
tax, the federal government receives 
no’ direct ‘offtake from timber re- 


venues. Because timber forms such an | 


inéscapable part of local power-brok- 
ing, the statutory powers to supervise 


the granting of concessions, which re- | 


side in {ће minister of forests, obvi- 
oüsly command close political atten- 
tion — especially as the minister po- 


tentially has wide powers to revoke li- | 


cences for infractions of their terms 
and conditions. 

The REVIEW understands that Taib 
intends, personally, to assume that 
portfolio, now held by Datuk Noor 
Tahir, in Junie Part of the arrangement 
for Taib's reappearance on the local 
scene, Malay leaders said, was reten- 
tion’ in other hands of this crucial 
portfolio. 

The storm has been gathering for 
somé months and was even discernable 
durihg the December 1983 state as- 
sembly election campaign — ostensi- 
bly Taib's own'triumph. But in various 
incidents since then, notably during an 
opening ceremony for an industrial 
complex at Bintulu, Taib's supporters 
say the uncle has denigrated the 
nephew. 

The tempo of the clash, and the bit- 
ternëss behind it, has accelerated to a 
point where, just before the opening of 
the state assembly on 14 May, a no- 
confidence motion. by Rahman's 
friends in the PBB, together with allies 
in other parties was widely expected. 
In thé event, it did not materialise — 
largely because its defeat would have 
been to Taib's great and visible public 
— JAMES CLAD 











April sent copies*to Kuala Lumpur: 
| Politicians of a letter he wrote to Taib. | 
The note. suggested point- -blank that 


Deputy |. 


































When it comes to reaching Asia's frequent - 
business travellers, the Far Eastern Economic 
Review offers you the most mileage. | 


At present most of the world's leading airlines 
with routes in Asia use the Far Eastern Economic 
Review regularly as a primary. advertising 
medium. Why? The answer is simply because 
the Review reaches the highest audience con- 
centration of heavy frequent independent busi- 
ness travellers of any regional publication in Asia _ 
today. And does it more cost-efficiently. 



























































If you'd like to know more about our frequent 
business travellers, write on company letterhead _ 
and we'll be glad to send you a copy of the latest - 
1982/83 6 City Media Phase from the INTRA- 
MAR STUDY independently conducted by In- - 
ternational Travel Research Institute. The facts. 
speak for themselves. You'll see how well-travel- - 
led we are. 


Address your inquiries to:— 
Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 
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i: Sarawak's burgeoning towns, a 
more politicised brand of Dayak con- 
sciousness is emerging 150 years after 
the first "white rajah," Sir James 
Brooke, arrived in Borneo. For about a 
century, he and two descendants en- 
larged Sarawak into a private, if be- 
nevolently run, fiefdom, having origi- 
nally obtained it from the Sultan of 
Brunei. After a short period of direct 
British rule from 1946-63, Sarawak 
joined the Federation of Malaysia. 

The Brooke era made a lasting im- 
pact on Dayak land ownership. The 
rajah's government not only gave itself 
airs — it also gave itself rights to all 
"unoccupied and waste lands" in an 
1863 ordinance. The British narrowed 
customary rights still further in 1949 
and nine years later put the existing 
Land Code into force. 

Under this law, Sarawak has five of- 
ficial land categories: Native Custom- 
ary Right Land, Native Area Land, 
Mixed Zone, Reserved Land and In- 
terior Area Land. The last category 
covers lands lying deep in the interior 
under primary forest. Dayaks may also 
claim customary rights there. 

Apart from legal categories, the 
Dayaks received constitutional status 
as bumiputras when Sarawak joined 
Malaysia. As "sons of the soil," they 
became entitled to benefit from pro- 
grammes to “eliminate the identifica- 
tion of economic function with race," a 
key objective of the New Economic Po- 
licy proclaimed in 1970 as a response to 
Malay economic backwardness in 
Peninsular Malaysia. As an example, 
Dayaks may join the National Unit 
Trust Scheme, which distributes share 
dividends to bumiputra unit trust be- 
neficiaries who have invested in the 
Scheme (REviEW, 23 May). 

As bumiputras, Dayaks also have 
legal protection against losing their 
land to “non-natives,” but most Dayak 
politicians complain more about their 
constituents not having individual 
title to communal land than about los- 
ing it. Dayak politicians contacted by 
the REVIEW criticised the lethargic 
pace of government surveying and de- 
marcation of native land title. “Inabil- 
ity to turn our only resource to advan- 
tage worries us far more than losing 
what we have," a Party Bansa Dayak 
Sarawak (PBDS) party worker said. 

Four broad issues bedevil Dayak 
land ownership. Some have become 
political grievances. First, educated 
Dayaks in particular complain that 
customary land hangs around their 
necks as a dead weight without title to 
it. Farmers cannot get development 
loans without chargeable title to their 
land, and this depends on getting it 
surveyed and demarcated. Dayak 
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politicians want 
more land surveyed, 
and faster. Recent 
state budget alloca- 
tions (and some 
exploratory dealings 
with foreign aerial 
survey firms) sug- 
gest this problem 
is now receiving 
more attention. A 
second problem 
emerges once the 
land receives title. 
Legal prohibitions 
against alienating 
land to anyone ex- 
cept other bumiput- 
ras acts as a break on 
development. 

In Sarawak, sub- 
sistence from the 
land comes from 
shifting agriculture 
plus some intensive 
horticulture. Small- 
holders do the work, 
planting dry rice and 
other foods. More 
permanent cash 
cropping of pepper, 
rubber, palm oil, 
sago and cocoa also 
occurs. Wealth from 
Sabah land comes in other ways: from 
urban property development, plant- 
ation cash cropping or timber conces- 
sions. Most of the first activity occurs 
in Mixed Zone lands, usually owned by 
non-Dayaks. Plantations generally fall 
under outsiders' control (government 
agencies or companies) and timber 
concessions generally give little for- 
malised share of the return to local 
communities. 


үү hile по Dayak politician in Kuch- 
ing has demanded that conces- 
sions should cease (or even be granted 
more sparingly) some signs of unease 
have appeared. In some areas, such as 
Baram in the northeast, logging has 
devastated forest once used as hunting 
and gathering grounds. More than 40 
logging camps are said to impinge on 
remote settlements of minor Dayak 
groupings which include the Kayans, 
Kenyahs, Kelabits and nomadic Pu- 
nans. Iban state assemblyman and an- 
thropologist Dr James Maseng re- 
cently told the legislature that timber 
felling has a "negative effect" on Iban 
society. He cited disruptive effects 
ranging from increasing illegitimate 
pregnancies in communities visited by 
timber workers to pollution of rivers — 
the latter being an issue Peninsular 
Malaysian environmental groups are 
keen to publicise. 
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rosperity" was “perched perilously 
on à very narrow base.” But one of the 
solutions advanced by Moggie — 
exploitation of the 
state's enormous hy- 
droelectric potential 
— will also have dis- 
ruptive effects ac- 
cording to various 
consultants’ reports 
received by the 
state's Electricity 
Supply Corp. 

The federal gov- 
ernment is now pre- 
paring to call tenders 
for a vast hydro 
scheme for the Rajang 
river valley. In the 
first stage, two dams 
and transmission 
equipment costing 
M$8.2 billion (US$3,3 
billion) will block 
theriver'stributaries, 
one at Bakun and the 
other at Pelagus ra- 
pids. First surveyed 
in the 1960s, foreign 
and domestic consul- 
tants have studied the 
plans; in one of their 
"still-confidential" 
reports, a 1982 as- 
sessment said flatly 
that the implementa- 
tion of the projects 
would change com- 
pletely the character of the whole upper 
Rajang catchment area, and “83% of the 
population above the Pelagus rapids will 








| have to be relocated. They will have to 


cope with disruptions of existing social, 
economic and cultural relations.” The 
influx of large number of workers would 
lead to rising prices, “affecting espe- 
cially lower-income groups.” 

The effect of hydro schemes on 
Dayak land also raises a last land-re- 
lated issue. Compensation for lands 
submerged by hydro projects has be- 
come a touchy point in the 1st Division 


| area south of Kuching where a dam at 


Batang Ai was preceded by complex 
payout promises, but Bidayuh politi- 
cian and state assemblyman Langit 
Anak Uming said recently that “com- 
pensation in Batang Ai is far from 
complete. The people are waiting foi 
their money" after three years 

Given their interest in improving the 
material conditions of their people, the 
Dayak politicians of whatever party 
raise no objection to Chief Minister 
Datuk Patinggi Taib Mahmud's plans 
to “re-concentrate” isolated Dayak 
villagers in settlements of 5,000 or 
more — a move which, as Taib told the 
REVIEW, would “enable more economi- 
cal provision of social services." The 
chief minister also said he wanted to 
see тоге mini-estate schemes 
launched in Dayak areas. — JAMES CLAD 
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Uhde’s new membrane cells: 
low consumption figures — utmost Ё 
reliability | — 


Low energy requirements (approx. 
2000 kWh DC/t NaOH) and an exceptio- 
nally high on-stream factor are the 
marked advantages of the new Uhde 
bipolar and monopolar membrane elec- 
trolysis plants for the production of 
chlorine and caustic. 


An example is the highly efficient Tofte 
electrolysis plant which is equipped with 
bipolar membrane cells: 

The electrolyzer elements are of all- 
metal design and thus have a long 
service life. 


The individual elements can be replaced 
quickly and easily for maintenance 
purposes. 


In view ofthe excellent operating results 
so far achieved in commercial-scale 
plants, three further contracts were 
recently awarded to Uhde. 


The 30 years of experience and the 
5 million t.p.a. installed chlorine capa- 
city are proof that Uhde ranks amongst 
the world's leading contractors not only 
for new plants but also for the conver- 
sion of mercury or diaphragm plants to 
membrane cell technology. 


Further information is available on 
request. 


Uhde —a member ofthe Hoechst group. 









Electrolysis plant for Tofte AB, Norway 
equipped with Hoechst/Uhde bipolar membrane cells 
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Engineering with ideas 
Uhde GmbH, Friedrich-Uhde-Strasse 15 
4600 Dortmund 1, Fed. Rep. of Germany 
Tel.: 0231/54 70, Telex 822841-0 ud d 


















































By John McBeth in Bangkok 


he Royal Thai Air Force (RTAF) is 
: likely to have its way in the pur- 
chase of 12 United States-made Gen- 
eral Dynamics F16 fighter-bombers, 
but only after reducing the order from 
16 — as a result of a baht devaluation 
November 1984 — and imposing 
heavy austerity measures on other 
pending. US congressional road 


a 1 May deadline and the only step 
now is for the Thai cabinet to add its 
tamp of approval, making Thailand 
the first Asean state to buy one of the 
most advanced fighters in the US arse- 
al 
Air force commander Air Chief 
shal Praphan Dhupatemeya has 
arently been able to overcome op- 
tion to the purchase from econo- 
ie ministers in Prime Minister Prem 
nsulanond's ruling coalition by pro- 
ucing figures which show the air 
orce can pay for the aircraft out of its 
own budget. The ministers had been 
:oncerned at the prospect of increasing 
he country's foreign debt past what 
ey feel are unacceptable levels. 
. Military sources have been quoted as 
aying that the air force plans to fi- 
ance the purchase by slashing expen- 
/diture to the tune of about Baht 1.5 bil- 
lion (US$55.5 million) a year from its 
nnual budget of roughly Baht 8 bil- 
lion. This will be achieved by suspend- 
Ang new recruitment, curtailing train- 
"ing programmes and overseas inspec- 
tion trips, deferring the proposed ac- 
quisition of four C130 cargo aircraft 
nd phasing out the air force's older 
aircraft — including almost its entire 
fleet of prop-driven T28 bombers and 
ome C123 Providers which have 
erved as the backbone of the RTAF 
‘transport wing. 
» The 12-aircraft package, including 
‘eight F16A single-seaters and four 
16B two-seaters, a two-year supply 
of spare parts and maintenance and 
pilot training, is expected to carry a 
price tag of about Baht 8.5 billion, pay- 
able over five years. Deliveries, ex- 
pected to be made over a 12-month 
period and in cells of four aircraft 
h, will begin in June 1988. Whilethe 
nitial order has been pared down, it 
eems likely that the air force will add 
“to the fleet in coming years. 
The Mach 2-plus F16, used with de- 
vastating effect in Lebanon's Bekaa 
; Valley by the Israeli Air Force, has a 
combat radius of 575 miles and can 
carry a weapons load of up to 12,000 lb. 
Apart from a 20mm, multi-barrelled 
cannon, rockets, Sidewinder missiles 
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blocks to the sale failed to materialise | 








he air force is set to purchase 12 F16 fighters 
after reducing its initial request from 16 


and conventional bombs, the so-called 
Fighting Falcon has been used as a 
platform for radar-guided Sparrow 
and Sky Flash air-to-air and TV- 
guided Maverick air-to-surface mis- 
siles. 

Praphan's determination to push 
ahead with the F16 in preference to 
Northrop's F20 Tigershark interceptor 
is founded on a number of factors. 
Sources familiar with Thailand's tacti- 
cal requirements say much importance 


was attached to the FI6's superior | 


range and its all-round ability in both 
the air-defence and ground-attack 
roles. The Thais did take a close look at 
the F20 — and also five or six other air- 
craft — but planners decided that if 
they chose the Tigershark they would 
then have to purchase another aircraft, 
such as the A7 Corsair, for close-sup- 
port duties. 

Perhaps the most serious argument 
against the F20 as far as the Thais are 
concerned is the fact that so far only 
three have been built. While the Tiger- 
shark carries more up-to-date electro- 
nics than the F16, costs less in terms of 


| hand-made aircraft actually goes into 
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т that can arise oncea new, literally 





production. 

Although Northrop offered Thai- 
land a range of incentives and conces- 
sions, itwas believed these problems — 
and the inevitable costs involved — 
would fall in one way or another on 
Thailand’s shoulders as a first-user. 
The F16, on the other hand, has a solid 
production base with 300-400 aircraft 
likely to be coming off the assembly 
line each year through the rest of the 
decade and well into the. 1990s. “The 
F20 is a real sports car,” said one 
former American combat pilot, “but if 
I was the Thai air force I would be 
looking at.the F16 too." 


ources also point out that if the F20 

hasa much faster reaction time, the 
F16 has the important advantage of 
being able to loiter over the scene of a 
battle with its greater ordnance load 
while grourid controllers measure up 
targets for it to strike with maximum 
effect. At present, the RTAF is only 
able to call on the A37 Dragonfly and 
the Northrop F5 to hit Vietnamese in- 
cursion forces along the Thai-Cambo- 
dian border — the former vulnerable to 
shoulder-launched SAM7 missiles and 
the latter possessing an extremely li- 
mited ability to remain on station for 
any length of time. : 











aging As and Bs. Only now are 
newer models being fitted with inertial 

. navigation systems, head-up displays, 
chaff and flare dispensers and electro- 


nic gear capable of detecting ground | 


and air-launched missiles. The air 
force is also modifying 20 of its F5Es to 


take 30mm gatling-gun pods similar to | 


those installed on the Fairchild A10 
Thunderbolt, the first time this has 
: ever been attempted and an indication 
;they will be called on to play much 
more of a E role. 
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rent, even if the number on order is re- 


latively small. In particular, planners 
look to possible border violations by 
Vietnamese aircraft in future year 
and also to the perceived need to have 
an effective counter to Soviet-built 
MiG23 Floggers, which they are con- 
vinced will soon be made available to 
Hanoi. They also believe the new air- 





| 


craft will make the Soviets think twice | 


about illegally overflying Thai terri- | By Hamish McDonald 


tory — something they have been able | 


to do with impunity because the Thais | 


have nothing fast enough to 
intercept them. 

The F16s are likely to enter 
service in the RTAF about 
the same time as work is com- 
pleted on the first phase of 
a complementary and badly 
needed automated air-defence 
system, designed to improve 
surveillance of Thai air space 
dramatically and provide pi- 
lots with better intercept capa- 
bilities. The first phase, ex- 
pected to cost about US$163 
million, will cover the central 
part of the country, including 
the Cambodian border. The 
second. and third phases, en- 
compassing the northern and 
southern regions, are planned 
to be installed in separate 
two to three-year periods after 
that. 
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rather than punishment 


| Post and T 


| skinned Papuan official 


stock of small arms and mo 


| munition were assembled at I » 
| the closest airstrip to the OPM camps 

























persuasion 


| with indonesia to return 
lrian Jaya refugees 


in Port Moresby 

he Papua New Guinea G 
under Prime Minis 
mare is employing a carrot 
strategy to dislodge its unw 
guests from Indonesia's neight 
Irian Jaya province ~~ some H 
fugees in supervised camps ar 
certain number of armed rebels 
up in jungle hideaways 
Under a scheme worked out wit 
donesian authorities, smal 
refugees are being taken t 
Jaya, in the hope that their 
will convince others that fo 


back home. But Papua Nev 
also stepped up its security operz 
along the border to enforce its policy o 
not providing sanctuary for anti-In- 
donesian rebels of the Orgenisas 
Papua Merdeka (OPM), or the Fi 
Papua Movement. 
An operation involving some 2 
soldiers and a small police ria 
on 8-11 May in the area south of Va 
imo was on a larger scale than the ty 
battalion-strong Papua New Guinea. 
Defence Force had previousty attemp ie. 
ed. It was a belated response to an d 
cident on 8 April near the village of 
New Skotiau. Four empl ; 
elecommurnications D 
ment had landed their helicopter im: 
an OPM camp by mistake. Perhaps 
many as 150 OPM members 
with shotguns, pistols, FUNIS T rif 








and at least one Indonesian arm 
M16 assault rifle detained the helicop 
ter and fiercely interrogated a light 


they took fag: 





i an Indonesian. After two hours, Uh 
| and the helicopter were released 

I was not until 30 April that Papua 
| New Guinea's National Security Coun 
| cil issued orders lor the defence f 
| to push the OPM group across the bc 






der and to return fire if ther 

their ground. A laborious fer 

tion then went into action io take troop 

from the Royal Pacific Islands Regie 

ment's 2nd Battalion at Wewak = 

to the border. using the defence force 

air wing's ОСЗ and Nomad airer 
By the time the 200 soldiers 






the operation was an open seeret ip 
Port Moresby and government au 
thorities felt it necessary to rest 


sion from reporting it. When the sol- 
diers and police closed in on the camp 
they found it deserted. 

Somare conceded that the response 
was slow but blamed it on “the 
bureaucratic structure we are stuck 
with.” 
Julius Chan, leader of the opposition 
People's Progress Party said the 
"bottleneck" was at the top. "Lord 
protect us if we are ever invaded — no 
one else would," Chan said. However, 
some analysts speculate that the out- 
come might not be unintentional. "It's 
certainly convenient," one said. “You 
don't have to actually cope with the 
difficult problems of apprehending 
OPM people and then deciding what to 
do with them. " 

But this suggestion is countered by 
reports that the Papua New Guinea 
troops mounted follow-up raids north 


Former prime minister Sir | 





pulsion of the Australian Broadcasting 
Commission's resident correspondent 
last year and the restrictions on OPM 
operations. 

Cooperation has been most evident 
in attempts to achieve the return of 
Irian Jaya refugees who walked across 
the border or skirted the coast by 
motor canoe after an ill-planned OPM 
uprising in Jayapura in February 1984. 
About 2,700 are camped in West Sepik 
province and about 6,000 inland in 
Western province, according to the 
United Nations High Commissioner 
for Refugees (UNHCR) office in Port 


| Moresby. 


Only about 500 are thought to have 
good cause to fear punishment on their 
return. These include former officials, 
teachers, police and soldiers in Indone- 
sian service and their families. They 
remain in limbo, with Papua New 
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Indonesian army sweep through their 
villages after the February incident, or 
simply because of rumoured military 
action. Papua New Guinea and In- 
donesian authorities clearly hope that 
a patient approach and verification by 
Port Moresby officials will induce 
them to return of their own accord. 


group of 98 refugees returned to 

Irian Jaya on 22 December. How- 
ever, rumours that some had since been 
killed have swept through the 15 
camps, causing fresh misgivings. These 
reports appear to have originated in 
letters which UNHCR officials believe 
could have been an OPM propaganda 
tactic. A second group of 50 left Van- 
imo on 14 May for Jayapura aboard a 
chartered Indonesian cargo boat. 
UNHCR liaison officer Raymond Hall, 
who helped supervise the departure, 











€ 








to Wutung village and had detained 
several Irian Jaya border crossers, 
Some who had earlier been in the 
Blackwater refugee camp near Vanimo 
where the most politically motivated 


refugees are concentrated. 

озге has certainly had to tread 
cautiously. While government po- 
licy supports the political status quo in 
Irian Jaya, the independence cause has 
‘widespread sympathy in Papua New 
Guinea. “Let Jakarta fight its own 
war,” was the headline of one editorial 
in the Niugini Nius, one of Port 

Moresby’s three daily newspapers. 
Somare has denied the border opera- 
tion was coordinated with any Indone- 
sian military manoeuvres, as suggested 
by some local press reports. But a com- 
ment from Indonesian Ambassador 
Imam Soepomo could hardly have 
helped: speaking to the Antara news- 
agency on a visit to Jayapura, the Irian 
Jaya capital, Soepomo praised Somare 
for refusing to bow to pressure from 
other parties on the Irian Jaya ques- 


46 





Guinea reluctant to grant them resi- 
dence and third countries placing 
higher priority on relations with In- 
donesia. 

A prominent Port Moresby lawyer 
and president of the Melanesian Al- 
liance Party, Bernard Narakobi, began 
legal proceedings in the Papua New 
Guinea Supreme Court this month to 
seek a ruling on the rights of Irian Jaya 
refugees under the country’s law. 
Narakobi said that even though Papua 
New Guinea is not party to UN con- 
ventions on refugees, it may still under 
its own laws be obliged to accord them 
a number of civil rights. 

Such a judgment could land Port 
Moresby with a new emigre element it 
cannot keep under wraps at the border 
camps, as at present. Correspondents, 
for example, are required to undertake 
not to attempt to visit the border re- 
gion as a condition of their visa. Per- 
mission for this correspondent to go to 
the border was refused by the Depart- 
ment of Foreign Affairs and Trade. 

The vast majority of refugees have 
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Irian Jaya refugees; Somare: carrot-and-stick strategy. 








said he was satisfied the repatriation 
was entirely voluntary 


Indonesia has not invited the 
UNHCR to monitor the resettlement 
back in Irian Jaya. However, the latest 


| group was accompanied by 10 Papua 


New Guinea officials and two refugee 
delegates from West Sepik camps. 
After watching the return, these obser- 
vers will visit settlements at Tanah- 


| merah and Arso, where the December 


group had been resettled, and then re- 
port back at the camps. 

Papua New Guinea Foreign Minister 
John Giheno said permission for this 
was a "positive development" on the 
part of Indonesian authorities. “A large 
number of Irian Jayans have indicated 
their willingness to return home," 
Giheno said. “However, they have re- 
frained because of adverse reports 
about conditions in Irian Jaya." п 
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A giant step 


—from hula 
to high-rise 


By Bill Wood 


espite a grow 
tourism, Hawaii is sl 1 
skirt image апа stakin 
worthy of its place 
international business centre for the 
Thanks largely t in 


1,600% increase in tourist traff 
came the 50th Am 
Hawaiian Islands haw 
century leaped w 
plantation society i 3 
shuttling Jumbo jets, high-rises a 


Hawaii's gross state product, the 











goods and services produc 
nearly 900% since statehoo 
US$15.5 billion and per 
income of the state's 1 millior 
has climbed more than 60 
US$13.000. one of the highest k 
United States 

Besides its annual 4 
2895 of whom come fror 
Australasia, foreign investment 
major role in fuelling Haw 


growth. A stroll up Bishop Street 
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But overseas investment 
has been in Hawaii's pivot 
with more than US$4 bill 
easily the state's premier 


direct or indirect employer 


440,000-person labour for 
In Waikiki Beach, the industr 
= eseinterests now own most of tf 
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COME TO WAIKIKI BEACH 
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SHERATON WAIKIKI: 1,900 R 


COME TO THE SHERATON WAIKIKI 


Waikiki's flagship hotel. Right 
in the middle of all the action 
and excitement of fabulous 
Waikiki. Swimming pools. 
Cocktail lounges. A selection 
of shops. And dining amidst 
African decor, beside a 
Polynesian waterfall, or on an 
ocean terrace with Diamond 
Head in the distance. Come 
to the Sheraton Waikiki 





COME TO THE SHERATON ISLANDS— HAWAII. 


13 RESORTS AND HOTELS OF ENGAGINGLY DIFFERENT STYLES 1 1 Н 
AND CHARACTER WITH ALL THE BEST BEACHES AND ALL THE BEST LOCATIONS п 


Sheraton Hotels, inns & Resorts Worldwide 


= spitality people of ITT 
OAHU WAIKIKI Sheraton Woikiki, Royal Hawaiian, Sheraton Surfrider, Sheraton Moana. Sherator Princess Kaiulani MAKAHA: Sheraton Makaha Resort and Country Club KAUAI Sherator Kauai, Sheraton 
-oconut Beach-Kaual, Sheraton Princeville (August 1985) MAUI Sheraton Maui MOLOKAI Sheraton Molokai HAWAII Sheraton Royal Waikoloa, he Voicano House 








TRAVEL PLANNER OR SHERATON IN YOUR CITY. 


^ HAWAH | 
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state, the 1,800-room Sheraton 
Waikiki. Not far from Osano's 
Sheraton-operated hotels is the 
newest and poshest entry on the 
world-renowned beach, the 
Halekalani, which was bought 
two years ago and totally rebuilt 
by the Japanese trading giant, 
Mitsui & Co. ; 

Оп the three principal islands f 
neighbouring Oahu, which | 
houses the capital city of Hono- 
lulu, foreign investment, again 
largely Japanese, is nearly as 
pronounced. 

On Hawaii, the largest and 
southernmost of the island chain, 
the Tokyo-based Tokyu Group 
is developing the 2,000-acre 
Mauna Lani Resort, a complex 
of hotels, condominium apart- 
ments and golf courses carved 
out of the ancient lava flows that 
streak the sun-baked leeward 
coastline. 

On Maui, the next northern 
and second-largest island in the 
archipelago, Tokyo's Seibu 
group of companies is developing a 1,000-acre resort at an area 
called Makena, a stretch of pristine beaches tucked into the lee- 
ward fold of 10,000-ft Haleakala, a dormant volcano. Further up 
Maui's western shore, overlooking Kaanapali, Hawaii's largest re- 
sort area outside of Waikiki, Japan’s Ohbayashi-Gumi is building a 
luxurious residential subdivision. 

On the northernmost of the major Hawaiian islands, Kauai, 
Ohbayashi-Gumi owns the Sheraton Hotels—operated Sheraton 
Kauai, the largest hotel in one of the island's chief resort areas, 
Poipu Beach. Hasegawa Komuten, a major Japanese apartment 
builder and the largest condominium developer in Hawaii, is build- 
ing a hotel in another part of Kauai that will be managed by Hilton 
International Hotels. 

Foreign investment in Hawaii, most of it from Japan but with a 
sprinkling from Hongkong and Australia, is conservatively esti- 
mated at about US$2 billion. But this doesn't include investments 
by individual foreigners in the state's 60,000-unit inventory of con- 
dominium apartments, about one-third of which are located in or 
near resort areas such as Waikiki. 

Most of Hawaii's real-estate development occurred during the 
decade of the 1970s, a period of breakneck expansion for the 
state's economy. Severely restricted by state land-use policies that 
reflect deep concern for protect- 
ing the Islands’ environment and 
traditional agrarian lifestyle, the 
new construction was fed by a 
seemingly insatiable demand 
especially by non-resident in- 
vestors who bid up housing costs 
at a prodigious rate. 

In the early 1980s, however, 
with US interest rates running 
amok, Hawaii's real-estate bub- 
ble burst Almost overnight, 
speculators who had queued to 
snap up virtually anything that 
developers could offer vanished 
from the marketplace and prices 
tumbled. Speculators who had 
leaped at 10% or less deposit 
purchase terms on resort con- 
dominiums on the assumption of 
easy resales at big profits found 
themselves strapped to onerous 
payments with little hope of un- 
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loading their property in a market that was suddenly bereft of 
buyers. With relatively little capital committed, many simply 
walked away from their investments, saddling lenders with 
hundreds of unwanted condominium units that burdened their 
balance-sheets with millions of dollars in non-producing assets 


from the shock and it has emerged a much-changed industry. 

Nearly gone are the speculators who once stalked the resorts, 
chequebooks in hand. Gone, too, is the fever pitch of even the 
most desirable property sales. In 1979, several condominium 
apartment projects on Maui, the hottest of the Islands’ property 
plays. were sold by lottery, in which buyers drew for the chance to 
acquire the units, Some lucky winners in the drawings made big in 
stant profits by simply selling their purchase rights to others who at- 
tended the carnival-like sales. Many of these units were bought 
and sold several times, in each case at a tidy profit, before their 
construction was completed. 

Recently, the first lottery sale since the boom years of the 1970s 
was held at Maui's Kapalua Resort, a stretch of rocky coastline and 
sheltered beaches just north of the bustling Kaanapali area. On 
sale were house lots overlooking the spectacular seascape and the 


| t has taken Hawaii's real-estate market fully five years to recover 





HONOLULU 


AMERICAS BUSINESS CENTER IN THE PACIFIC 


LOCATION 


If your markets are in North America, East Asia, Southeast Asia or Oceania, 
the perfect base of operations is Honolulu. Honolulu sits exactly in the middle 
ofthe largest and growing concentration of world commerce with many daily 
direct flights to all major cities in the region and inexpensive ocean shípping to 


all ports of call. 


„© 
Honolulu 


Pago Pago 


Economic Development Corporation 
of Honolulu 
1001 Bishop St., Suite B55, Pacific Tower 
Honolulu, HI, U.S.A. 96813 
Telephone: (B08) 545-4533 
Telex: 508429 ECON DEV 
Contact: Frederick A. Sexton 


Campbell Industrial Park 
Suite 500 

828 Fort Street 

Honolulu, НІ, U.S.A. 96813 
Telephone: (B08) 536-1961 
Telex: 508429 ECON DEV 
Contact: David H. McCoy 


WORKERS 
ا‎ 


Honolulu boasts of high quality and loyal 
workers who come from diverse cultural and 
ethnic backgrounds including Japanese, 
Chinese, Koreans, Filipinos, Europeans and 
mainland Americans. Furthermore, Honolulu 
has the highest level of educated people per 
population than any major city in the United 
States; yet with lower wage scales. 


TAXES 
BURG MCI CM EUER 


Government taxes on business in Honolulu 
compare very favorably with the rest of 
America, There are no unitary taxes and no 
inventory taxes. Corporate income taxes are 
lower than most other areas of the nation while 
real property taxes are among the lowest. 


LAND 
ROVER а QURE CREME 


Campbell Industrial Park situated in a 
developing area near Pearl Harbor, just 15 


minutes from Honolulu International Airport, 
offers an excellent location for commercial 
and industrial operations. With 1,000 acres 
of available land and 1,300 acres already 
occupied it is the largest business park in 
Honolulu. it has a deep draft harbor and will 
Soon become a free trade zone to service 
international shipments. 


BUSINESS 
к сс Ee ST 


Honolulu offers the most developed business 
infrastructure in the Pacific. All utilities 
including the most sophisticated telecommu- 
nications as well as all business services are 
readily available. Many major corporations 
have operations in Honolulu including Hughes 
Aircraft Company, Grumman Aerospace 
Corporation, IBM, Wang Laboratories, AT&T, 
Motorola, Northrop Corporation, General 
Foods Corporation, Johns-Manville; and, 
Honolulu is the birthplace of corporations 

like Dillingham, Castle & Cooke, AMFAC, 
Alexander & Baldwin, and C. Brewer. 
Thousands of medium and small size firms 
make Honolulu their home and the numbers 
are growing everyday. 









resort's lush golf course. Buyers came from as far away as Japan 
and New York to participate. 

In the first hour of the sale, more than US$3 million worth of the 
US$130-285.000 half-acre lots were sold. But, unlike a similar sale 
at Kapalua six years ago, the bidding was sedate. No one was buy- 
ing on speculation. All of those who had submitted personal finan- 
cial statements, credit references and hefty deposit cheques prior 
to the drawing were buying the lots as sites for a second home. 
Despite the lottery, which was held solely to accommodate de- 
mand, these serious, well-heeled buyers were representative of 
Hawaii's new real-es- 
tate market. 

The developments 
are far fewer now and 
the prices typically 
steeper. The emphasis 
is on quality and spa- 
ciousness, both of 
which come dearly in 
the space-short and 
pricey Hawaiian ls- 
lands, where 90% of 
all that is consumed is 
imported over at least 
2,500 miles of Pacific 
waters. The average 
price of a detached 
home in Hawaii ex- 
ceeds US$180,000. It 
has held at about that 
level for the past five 
years, but that’s still 
more than double the 
US average for com- 
parable housing and 
does much to make 
Hawaii the second 
А most expensive place 
to live in America. (The cost leader is Alaska, which is also far from 
the source of most supplies, but has heating costs to worry about as 
well. In Hawaii, where a drop in temperature below 70 degrees F. 
is cause for alarm, almost all housing construction is single-wall. ) 


xL 


Prototype wind-turbine generator 
in Hawaii: in the lead. 


been welcomed by most Island residents, a good share of 

whom found themselves priced out of the market by the 
zooming prices of the 1970s. Still, home ownership remains an 
elusive goal for many residents. Part of the reason is that personal 
income growth has not kept pace with living costs. Adjusted for in- 
flation, per capita income was virtually unchanged during the de- 
cade ended in 1983, a growth rate well below both the US average 
for the period and the earlier years of Hawaii's statehood. Con- 
cerned economists predict a continuation of the recent personal- 
income pattern unless the state's economy generates better in- 
come-producing activities. 

At fault, the economists say, is a fundamental shift in Hawaii's 
job formation and, with it, the state's economy. The traditional ag- 
ricultural foundation, largely sugar and pineapple plantations, 
which still occupy 300,000 acres of the state's choicest land, is on 
the wane. The tourist industry, which already accounts, directly 
and indirectly, for one-third of the state's employment and an 
equal share of its tax revenues, produces work which is both sea- 
sonal and relatively low-paying. With tourism expected to increase 
its share of employment to 50% by the year 2000, the prospects 
for Hawaii's workforce aren't encouraging. 

For this and related reasons, Hawaii's political and business 
leaders have in recent years given top priority to broadening the 
state's economic base by stimulating growth in existing industries 
and throwing out the welcome mat for new ones. 

In the past two years, the state and all of its four counties have es- 
tablished independent economic-development corporations 
whose function is to attract new industry and to encourage the ex- 
pansion of existing businesses. With the urging of a revitalised state 


E ven at such heights, the plateau in Hawaii's housing costs has 
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Department of Planning and Economic Development, the quasi- 
public state corporation and the private county development 
boards have launched a coordinated attack on cutting heavily 
layered red tape from building-permit procedures, streamlining 
antiquated tax laws and otherwise improving what has been 
widely decried as an anti-development attitude among local gov- 
ernment. 

Another prime goal of the boards is the development of appro- 
priate sites for the new technology-based and other light industry 
they are seeking to foster. Currently in planning stages are three 
epis: technology parks, one each on Oahu, Maui and the 
“Big Island" of Hawaii. 

The first of these, at Kihei on the island of Maui, is due to start 
construction later this year and the others within two years. The 
largest, a 547-acre park near the airport serving the Big Island's 
burgeoning leeward resorts, will focus on using, and creating by- 
products from, ocean, thermal and other natural eneray research 
now being conducted in the area. 

In recent years, Hawaii has taken the lead nationally in develop- 
ing natural energy replacements for its oil-generated electric 
power. The state has sponsored development of geothermal 
power facilities on the island of Hawaii, which has two active vol- 
canoes. Power from this source is already being used to cut elec- 


Hawaii can be more than a vacation paradise 
. . . February 12 - 14, 1986, Maui, Hawaii will 
be the managerial and technological transfer 
point for top executives attending the 


Pacific Rim 
Productivity 
Conference 


Participate in this forum for the exchange of 
productivity issues and concerns worldwide 
along with these endorsing organizations: 


* Australian Institute of Industrial Engineers 
* Chinese Institute of Industrial Engineers 

* The Hong Kong Management Association 

* Japan Management Association 

* Japan Productivity Center 

* Institute of Industrial Engineers 

* Institute of Industrial Engineers, Hong Kong 
* Institute of Industrial Engineers, Singapore 
* Maui-Pacific Institute 


For more information, contact: 


KE Institute of Industrial Engineers 
25 Technology Park/ Atlanta 
Norcross, Georgia USA 30092 
(404) 449-0460 


Please give Conference Priority Code PAC 
for quick response. 
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tricity bills on the Big Island, as is 
energy from giant wind 
machines that tap the island’s 
persistent tradewinds 

The Big Island also uses waste 
products from sugarcane pro- 
cessing to burn in place of fuel 
oil to generate electricity. Such 
relatively low-cost alternative 
energy sources now provide 
more than one-third of the is 
land's electricity requirements 

Should the Big Island's vast 
laboratory in alternative-energy 
research become, as expected, 
commercially productive for 
more than its own needs, work is 
under way to link it to other is 
lands in the Hawaiian chain with 
undersea cables, allowing it to 
“export” power throughout the 
state. 

But the most pressing indus- 
try-development needs in the 
state are largely on the poli- 
tical front, where efforts to 
improve Hawaii's business cli- 
mate have already begun to 
bear fruit. 

Two years ago. the state legislature took a step towards achiev- 
ing a long-held goal of establishing Honolulu as a centre of Pacific 
commerce by enabling creation of “international banking 
facilities" by local financial institutions. The IBFs allow Hawaiian 
banks to handle funds for foreign customers without their being 
subject to US tax or reserve requirements. One of the state's 10 
banks has so far established such a facility. It is Bank of Hawaii, 
with US$3.8 billion in assets, the state's largest institution 

The just-concluded 1985 session of the state legislature went 
further than any of its predecessors towards loosening the restric 
tions on business growth by favourably considering administra- 
tion-backed changes in Hawaii's tax code that would remove the 
state's 4% general excise tax from the sale of exported goods and 
from imported industrial equipment. Also considered were mea- 
sures aimed at expediting the land use and building permit proce- 
dures for business construction. Passage of most of these changes 
was, however, deferred to the 1986 session of the legislature 

A key figure in coor- 
dinating the multi- 
pronged campaign for 
economic develop- 
ment is Kent M. Keith, 
a 36-year-old former 
Rhodes scholar who 
for the past two years 
has headed the state's 
Planning and Econo 
mic Development De- 
partment. During his 
short tenure, Keith has 
taken to the hustings 
statewide with a new 
doctrine of economic 
diversification and 
progress. 

Four-square behind 
the campaigning plan 
ning director has been 
the state's veteran 
Governor, George R 
Ariyoshi, who is now 
beyond the midpoint 
in his third and, under 
law, final four-year 
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Governor Ariyoshi: four-square behind development plans. 


Downtown Honolulu: aiming to be the centre of Pacific commerce. 
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term of office. The combination 
of Keith's fresh approach and 
= Ariyoshi's political clout has bro 
* ken the inertia that for years has 
stalled modernisation of the 
state's business-related laws 

Even with the pro-business 
legislation that has just emerged, 
however, some local business 
men feel that the improvements 
are coming too slowly. With the 
break-up of the once-overpow 
ering “Big Five" companies, 
either through overseas acquisi- 
tion or by their expansion to the 
US mainland, Hawaii has be 
come a state of small businesses 
Some 95% of its 21,000 busi 
ness establishments have 50 or 
fewer employees and half of the 
total employ four or fewer peo 
ple 

The cost burden of the state’s 
liberal worker-benefit program 
mes, many of them enacted at a 
time when the Big Five still 
dominated a much smaller, 
plantation-orientated economy, 
has fallen heavily on these small 
establishments and their owners have become outspoken in their 
criticism of the political leadership. While they welcome the 
changes that are finally taking place, they chafe at the slow pace 





ome others, however, have been less slow to recognise the 
progress. Of the three of Hawaii's former Big Five companies 
whose shares are still publicly traded, two have been in 
volved in recent takeover battles with corporate raiders who see 
the chances improving for cashing in on the companies' large and 
undervalued Hawaiian landholdings. One of these companies, 
Castle & Cooke Inc. (annual turnover US$1.5 billion) sought the 
protection of a "white knight" in spurning the advances oí an un- 
wanted suitor and is now merging with New York-based Flexi-Van 
Corp.. a concern one-fifth its size but with a deep pocketbook 
The other recent combatant, Alexander & Baldwin Inc. (annual 
turnover US$486 million), successfully fought off a control attempt 
by a major shareholder, but only after a costly proxy fight 
In each case, the 
main attraction of the 
raiders was their 
targets’ vast Hawaiian 
landholdings, which 
are carried on the 
companies’ books at 
historic costs that are 
a fraction of current 
values. Castle & 
Cooke owns 150,000 
acres of Hawaiian real 
estate which it reports 
at an average value 
of US$226 an acre 
Alexander & Baldwin 


shows a value of 
US$398 for each of its 
96,600 acres of 


Hawaiian land 

Amfac Inc., the third 
and largest remaining 
member of the Big 
Five (annual turnover 
US$2.4 billion), car 
ries its 59,000 acres at 
an average US$2,776 





Our international banking connections 
make us even more attractive. 


First Hawaiian Bank. Surrounded by beauty. 
And supported by a strong international division 
with world wide connections and direct ties to 
financial institutions throughout the rest of the 
United States. We're the oldest, most innovative 
bank in one of the most beautiful, yet 
cosmopolitan places on earth. 

If business brings you to Hawaii, business 
sense will bring you to First Hawaiian Bank 
The financial bridge between East and West 
For further information, contact: 

First Hawaiian Bank, International 
Banking Division, P.O. Box 3200, 


Honolulu, Hawaii 96847. 


Telephone (808) 525-8851 
FIRST HAWAIIAN BAN 


We say yes to you Member FDIC 


Overseas offices: Guam-Agana, Dededo * Tokyo * 
Grand Cayman, BW. 








A farseeing energy company 
from Hawaii is already at work 
in your neighbourhood. 








f 3 255 " 7° n 
é. I We E Hout Were Pacific Resources, Inc., 
e : отоши Е oe е . 
Singapore w € 4 — PRI, Наоап 5 international energy 
4 Jakarta” * Y Ies . › 
x б, imerican Samoa — company and one of America’s largest 
ү is industrial corporations. 


From London to Honolulu to 

Singapore and back, PRI's business day crosses numerous time zones. 

From our strategic mid-Pacific location, PRI manufactures, distributes, 
markets and trades crude oil, petroleum and energy products and services. 

Our Hong Kong office markets and trades petroleum products throughout the 
Far East, assisted by offices and representatives in Singapore, Jakarta, Tokyo and 
London as well as Honolulu. 

And with our increasing Far East trade, the best is yet to come. 

PRI will continue to play a growing role in the energy field during the 
dynamic years ahead for the Far East and Pacific Basin. 

We're Pacific Resources, Inc.... PRI. Energy is our business. 
The world is our market. But the Pacific Basin and Far East countries like yours, 
are our neighbourhood. 


The Best Is Yet To Come: Е ril 


Pacific Resources, Inc. 





For more information, contact 


Pacific Resources, Гле PRI Hong Kong Office PRI Singapore Office PRI American Samoa Office 
PO Box 3379 PRI International Ltd PRI Asia Pte Ltd. PRI South Pacific, Inc 
Honolulu, Hawaii 96842 Telex: 78061400 Telex 16525582 Telex: 782510 


Telex: ITT 7430292 PRI 108 








HIGH-TECH IN HAWAII _ 
MAUI - Great Views 


New. Maui Research and Technology Park is situated at the foot of Haleakaia 
mountain, just steps from the oceanside at Wailea. Three hundred acres of prime lanc 
and research buildings available for sale or lease in mid-1986. Terms to suit. Call or 
write Mr. Brennan at Arroyo Development Corporation, 7530 Arroyo Circle, Santa 
Clara County, Gilroy, California, USA 95020. (408) 842-8309. In concert with Maui 
Economic Development Board, Inc. Box 187, Kahului, Maui, Hawaii, USA 96/32. 
~ (808) 877-3839. 


HAWAI|-Oceanfront 


547 prime acres. Hawaii Ocean Science and Technology (HOST) Park is located 
adjacent to Kona Airport and Natural Energy Laboratory of Hawaii. Facilities and deep 
cold water resource designed for ocean related technology and high intensity 
aquaculture. Available for lease in mid-1986. Call or write Mr. Bass, High Technology 
Development Corporation, P.O. Box 2359, Honolulu, Hawaii 96804. (808) 548-8996. 


OAHU -Centrally Located 


Designated Foreign-Trade Zone, the Hawaii Technology Park on Oahu is convenient 
to Honolulu International Airport and planned residential communities. High 
technology work force standing by. Sites on this 256 acre, campus-style park, with 
outstanding views and generous landscaping, will be available for sale or lease in late 
1986. Call or write Mr. Miller, Oceanic Properties, Inc., PO. Box 2780, Honolulu, 
Hawaii 96803. (808) 548-3735. 





It's not hard to decide to come to Hawaii. What 





may give you a problem is deciding which of our 3 new 
technology parks to choose. Oceanside on the Big Island 
of Hawaii. Mountainside on the island of Maui. Or the 
center of action on Oahu. 

Because of its location, Hawaii has long been 
recognized as the perfect place to join businesses frem 
East and West. Businesses dealing in high-technology 


research and manufacturing. The new high-tech parks of 
Hawaii are being developed to accommodate these types 
of operations—large and small. 

Now that more US. business and trade spans 
the Pacific than the Atlantic, shouldn't you consider the 
fantastic year-round climate, the clean, nealthy environ- 
ment, the geographical, linguistic and ct 
of doing business in Hawaii? By 1986, yo 









THE HIGH-TECH PARKS OF HAWAII 





HAWAII 
Keystone of The 
Pacific Rim 
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an acre, but that in- 
cludes some hotel proper- 
ties and other improve- 
ments. Amfac has avoided 
the bruises of a takeover 
battle, but 26% of its 
shares are in the hands of 
just two major holders 
who see untapped value in 
the company's land as- 
sets. 

Unlocking these values 
has in the past been dif- 
ficult. The vast majority of 
the Big Five lands are in 
agricultural use, mostly 
sugarcane, or zoned con- 
servation, and tight-fisted 
government regulators 
have largely rejected con- 
version of the land to 
more intensive use. In 
the few cases where this 
has been allowed, how- 
ever, it has paid big 
dividends. 

For the past 25 years, 
Amfac has been develop- 
ing 1,200 acres of former 
sugarcane land on Maui 
into the Kaanapali Resort 
and now estimates that 
land there is worth around 
US$1 million an acre. 

Alexander & Baldwin 
has a newer resort, also on 
Maui, called Wailea. The 
1,500-acre project, built on 
former pasture land, is only 
half-developed but has al- 
ready appreciated in value 
dramatically. А 26-асге 
parcel zoned for low-densi- 
ty. residential construction 
recently sold there for US$9 million, or US$346,000 an acre 


ith the state's changing attitude towards economic deve- 
Wi: big investors see the grossly understated values 
of some of Hawaii's major land parcels soaring. Alexander 
& Baldwin itself scented change in the tradewinds that massage its 
Wailea resort when last year it bought out its development partner 
there, Northwestern Mutual Life Insurance Co., for US$30 million 
in cash. Now, the 134-year-old, land-rice company gets the full 
proceeds from land sales at the resort and, though the buyout 
added only 1% to its total land inventory, it more than doubled the 
land's book value. 

Like other Big Five companies, Alexander & Baldwin acquired 
most of its real estate generations ago when it used the holdings to 
produce sugar. Now, those sugar lands have become a source of 
deep concern for Alexander & Baldwin and Hawaii's other major 
sugar producers, Amfac, Castle & Cooke and C. Brewer & Co., 
which is owned by Philadelphia-based IU International Inc. 

Hawaii's 150-year-old sugar industry, until the 1970s the 
backbone of the Islands' economy, has been on the skids for most 
of the past decade, ever since the US Congress dropped a pro- 
gramme of import restrictions that for 40 years had protected 
domestic sugar growers against foreign competitors. A federal 
price-support system currently aids Hawaiian and mainland US 
growers, but only at a barely break-even level for average produc- 
ers. And the future of the support programme, which expires next 
year, is in doubt. 

President Ronald Reagan has rejected price supports for the 
sugar industry except at much-reduced levels and whether indus- 
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Hawaiian sugar: no longer the economy's backbone. 
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try supporters in congress 
have the votes to override 
his opposition and con- 
tinue federal assistance at 
even its present level is 
problematical 

Removal of the price 
supports, or even their re- 
duction, would, industry 
officials say, signal the end 
of America's sugar indus- 
try. In Hawaii, which pro 
duces about 20% of the 
country's raw sugar, it costs 
growers an average of 
around 18 US cents a lb to 
harvest and ship their crops 
to mainland refineries. That 
is about equal to the pre 
sent federal support level. 
Less efficient plantations 
operate at a loss even with 
the federal help 

Removal of the supports 
altogether would put US 
producers at the mercy of 
foreign. competitors, most 
of whom are heavily sub 
sidised by their govern- 
ments and dump their 
surplus production on the 
world market at about 4 US 
cents a lb. 

The sugar industry's 
woes have caused Hawaii's 
Big Five producers to cur 
tail production and to sell or 
close two of the state's 14 
plantations. The weak mar- 
ket has also forced many 
smaller, independent grow- 
ers out of business. Any 
further deterioration in 
prices would lead to fur- 
ther shutdowns, the impact of which would be devastating to 
the economies of islands less populated than Oahu, which 
houses nearly 80% of the state's 1 million residents. Most of 
Hawaii's roughly 1 million tons of raw sugar produced annual 
ly is grown on the neighbouring islands of Maui, Hawaii and 
Kauai. 

The prospective collapse of the sugar industry has left the Big 
Five producers looking for alternative crops to occupy their almost 
200,000 emerald-green acres of sugarcane. However, aside from 
some still relatively small-scale speciality commodities such as 
macadamia nuts and guava, none has been found. “About the 
only agricultural use we can find for our caneland is growing 
sugarcane," says the chairman of one of the big sugar com- 
panies. 

Any clear warning of further plantation shutdowns, however, 
would doubtless spur government regulators to lower the barriers 
that have thus far prevented more intensive development of 
Hawaii's lands. In its newly enlightened mood, however, the 
state's political leadership would like that development to include 
much more than resorts. € 
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Hashi. In English, bridge. 

At Bank of Hawaii, you'll find Hawaii's largest 
financial institution standing ready to be your 
bridge to anywhere in the Pacific your company 
does business. Here in Hawaii, our special 
Japan Marketing Group can serve your 
financial needs. And our network of offices. 
throughout the Pacific Basin makes us the only 
Hawaii-based financial institution offering such 
diversity and experiences, including our new 
full service branch in Tokyo. 

For more information about how Bank of 
Hawaii can be your bridge to doing business in 
the Pacific, please contact our Japan Marketing 
Group at (808) 537-8326, or our Toyko office at: 
Akasaka Twin Tower, Main Bldg. 

2-17-22, Akasaka, Minato-Ku, Tokyo, Japan 107 
Tel: 03-588-1251 


Bank of Hawaii 








IN HAWAII, NOTHING 
GROWS BETTER THAN BUSINESS. 


Because of this 
distinct advantage, doing 
business in Hawaii could be 
even more profitable than 
you thought. For more infor- 
mation, please call Mr. 
Homer Maxey, Jr., Division 
Head, at (808) 548-5435. 


We speak your language. 
Hawaii has long been called “home” by 
the people of many cultures—Chinese, 
Japanese, Filipinos, Koreans, Europeans, mainland 
Americans and, of course, Polynesians. This unique 
blending of languages and cultures has made Hawaiian 
business practices comfortable for both the Eastern and 
Western Worlds. 


At the Department of 
Planning and Economic De- 
velopment of Hawaii, we've 
been nurturing all kinds of 
industries, from micro chips 
to potato chips, aquaculture to 
renewable energy, high-tech to 
motion pictures and much, 
much more. We've helped small 
regional offices expand into large 
headquarters-size offices. And, we've encour- 
aged the construction of manufacturing 
facilities to accommodate a variety of products 
and services. 

Our dedication to making Hawaii a place of economic 
prosperity has paid off. For businesses located in Hawaii, for 
the people who manage and work here, for the future of 
Hawaii, and for your future, too. 


Let’s talk business. 
Let's talk about your business, and how to bring it to 
Hawaii. Mr. Ken Kwak, head of our International Services Branch, 
is always available to answer your questions, and to meet with 
you in person. He can show you around Hawaii, help you find a 
place to house your business, and housing for your employees. 
Once you've started doing business here in Hawaii, the 
International Services Branch will continue to help you grow. 
Because it sponsors international trade programs which pro- 
mote Hawaii-made products and services throughout the world. 
Please feel free to contact Mr. Kwak, Branch Chief, at (808) 
548-3048, for more information. 




























Location, location, location. 

Hawaii, situated between East and West, is the 
best location in the Pacific. Its time zone allows you to 
conduct business with the mainland in the morning, 
and the Orient in the afternoon. 

Besides being a paradise for business, Hawaii is 
paradise-on-earth for all who live here. Blue ocean, 
golden sands, lush green hills, gentle trade winds and 
a very friendly atmosphere add up to the perfect en- 
vironment, year-round. 
We invite you to bring your business to Hawaii. 
You'll see just how fast it can grow. 
Slate of Hawaii — The Hon. George R. Ariyoshi, 
Governor / Kent M. Keith, Director, Department of 
Planning & Economic Development / Murray E. Towill, 
Deputy Director for Planning / Linda Kapuniai 
{ Rosehill, Deputy Director for Economic Development 
Our department operates one of the nation's ص‎ | Thomas J. Smyth, Head, Business 
most successful ForeignTrade Zones (where US. and Industry Development Division. „225, 
Federal Customs laws imposing duties, taxes, bonds К Foreign Trade Zone#9, Pier2, sR 
and certain other requirements are not applica- س‎ Honolulu, Hawaii 96813 / Inter: ls | 
ble). The main office is at the Honolulu harbor and 8, | national Services Agency, Se 
there are two subzones for specific manufactur- e —'ÓÀ PO. Box 2359, Honolulu, Hawaii Sz 
ing facilities. 96804, Telex: 7430356 (HISAS) 





We have a Foreign-Trade Zone. 








Changing cultural climate: 


bending to the 


By lan Buruma in Hongkong 


Н ongkone has the distinction of 
publishing at least three political 
magazines which are banned both in 
Taiwan and China. It shows that the 
territory still enjoys relative political 
freedom. It would seem that at a time 
of grace, until Hongkong officially be- 
comes a part of China, such freedoms 
ought to be safeguarded, indeed ex- 


panded, for that will make them more | 


difficult — though not of course im- 
possible — to dismantle in the future. 
Certain recent events point in the 
opposite direction, however. 

In February Hongkong audiences 
were promised a new film entitled 
Ah Fu, as part of a Taiwan film fes- 
tival organised by the government- 
sponsored Arts Centre and the Film 
Culture Centre, a private organi- 
sation promoting serious cinema. 
The film was then presented to the 
censorship board, headed by a 
Canadian, Pierre Lebrun. Unusu- 
ally, the film was withdrawn from 
the festival programme before the 
censor’s verdict came through. 
And, indeed, Lebrun concluded 
that the film could not be shown, as 
it would “adversely effect relation- 
ships with neighbouring coun- 
tries.” 

Hongkong only has one neigh- 
bouring country — China. Before 
deciding whether to back an ap- 
peal, the Film Culture Centre and 
Arts Centre showed the movie to the 
Xinhua newsagency, China's offi- 
cial representative in Hongkong. It 
had no choice but to consider 
the film unsuitable for showing. 
The appeal was not made and the 
film has never been officially 
shown. 

What is the film all about? It con- 
sists of three parts, directed by dif- 
ferent people. Peter Mak, a former 
Vietnamese refugee, made the part 
about Hongkong. It deals with a 
group of rather neurotic young peo- 
ple, aimlessly rushing about on 
motorbikes, worrying about the fu- 
ture of Hongkong. One member isso 
worried that he runs his motorbike 
into the harbour. Albeit histrioni- 
cally, the film at least deals with 
1997, a rarity in the Hongkong 
cinema. 

Law Wai-ming, a young Hong- 
kong director, madethe second part 
about the fate of class enemies in 
post-Mao China. It shows a young 
man returning from forced labour 
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North wind 


in the countryside to his family home, 
now inhabited by total strangers. He 
finds that his former wife is still living 
in the remote village to which she was 
despatched during the Cultural Revolu- 
tion. Shehassince married another man, 
to whom she decides to remain loyal. 
Law explains that his film is as much 
about the relationship between husband 
and wife, as about China and Hongkong. 
Like China, the husband claims back 
his wife (Hongkong), but, according 


e 
‘adverse effects.’ 


dn China: 





to Law, "she has the right to refuse." 

The third part was made by à 
Taiwan director called Li Chi-hua, 
It shows, in an attempt at humour 
which only occasionally comes off, the 
hardship and blessings of private en- 
terprise in Taipei. It is meant as an ad- 
vertisment for capitalism, but fails to 
make it appear too inviting, what 
with Japanese-style slogan shouting 
and callisthenics, and American-style 
greed for the quick buck. It was not in- 
viting enough for the Taiwanese com- 
pany which produced the film, at any 
rate, for it decided the third part had to 
be remade. 

None of this is very controversial, 
though Hongkong's right of first re- 
fusal even in hindsight vis à vis 
the mainland is not an idea Pekin 
would like to encourage. But it prov 
too much for the Hongkong cen- 
sors. What is more ominous, how- 
ever, is that with two exceptions — 
Film Bi-Weekly, a film magazine, 
and a weekly called City Magazine 

no Hongkong critic, writer or 
journalist has protested. According 
to Law, “most people tell me it is 
pointless to criticise the powers 
that be, now things are changing in 
China." 

While all this went on, another 
Hongkong film entitled Homecom- 
ing, directed by Yim Ho, won all the 
major Hongkong cinema awards. It 
was financed by a company called 
Bluebird, and produced by Ian Fok, 
son of the famous pro-China busi- 
nessman Henry Fok. It was shot in 
China, with a mostly Chinese cast, 
and the script was written by a 
Chinese who had never been to 
Hongkong 

The film is about a Hongkong girl 
visiting her native village in China. 
She is everything the Chinese ex- 
pect a Hongkong girl to be: un- 
happy, promiscuous, and up to her 
neck in financial problems, involv- 
ing lawyers and other such repre- 
sentatives of spiritual pollution. It 
is a well-made film and certainly 
more than simple propaganda, but 
it cannot but help “relations with 
neighbouring countries.’ 

Lee Yee, editor of The Nineties, 
one of the Hongkong journals ban- 
ned in China and Taiwan, wrote a 
fascinating article analysing why 
criticism of Peking seems to have 
almost disappeared in Hongkong 
since the Sino-British agreement 
was signed last year. According to 
Lee, few people want to read criti- 
cal opinions on China and Hong- 
kong's future because Hongkong 
people are realists, who are pain- 
fully aware they have no choice in 
the matter. "Hongkong is a busi- 
ness town," he said, and people 
"expect to make a lot of money in 
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Phis mercantile attitude is under- 
M standable in view of recent trade 
figures . China has now surpassed the 
United States as Hongkong's main 
trading partner. Exports, imports and 
entrepot trade with China have quad- 
pled since 1979. Lee points out that 
expanding China trade depends on 
rmation from and good relations 
| Peking. Business depends on con- 
fidence and Hongkong is perhaps the 
only place in the world where a 
pitalist government (Britain) and a 
mmunist one (China) are entirely on 
same side; both want to keep busi- 
ticking over in Hongkong. 
Mavericks with a need to voice their 
Jack of confidence in public are bad for 
iness. This is what is meant by pre- 
ing “prosperity and stability." 
d as an editorial in the influen- 
] Chinese-language newspaper 
ngbao, said: “Anything that goes 
ainst the aim must be avoided." 

— This makes it almost impossible to 
find financial backing for films likely 
to put British or Chinese — especially 
the latter — hair out of place. To try is, 
in the words of a local filmmaker, 
“commercial suicide." And Taiwanese 
ba icking, the only alternative, is tan- 
ount to political suicide, as the un- 































ёё 
nes 
































| | MEDICINE 


le 3y Bunny Suraiya in Calcutta 


smart young sales executive re- 
commends garlic pearls as insur- 
| ance against coronary problems; a 

айат! bride endorses age-old 
methods of skin care; a housewife 
onfides her reliance on a herbal 
tonic to keep her family 
Such testimonials in the media re- 
garding the efficacy of traditional 
medication are becoming increas- 
ingly common in India where the 
malaise affecting the conventional 
| medical establishment, undermined 
| by periodic shortages of drugs, 
budgetary constraints, insufficient 
| trained personnel and limited 
| facilities, has created a new and 
| growing demand for indigenous re- 
| medies. 
| With its ancient system of 
: T ayurveda (the science of life) which is 

| said to have originated about 2000 
| BC, India has a rich heritage of tradi- 
` | tional medicine. During the Middle 
| Ages, 
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critical 











healthy. 


ayurvedic principles were 
d synthesised by the Arabs with the. 
| Graeco-Roman discipline and the re- 


intellectus! 
climate than hard 
commerce. As many 
critics, notably Mar- 
garet Ng, columnist 
of the Hongkong 
Standard, have point- 
ed out in the past, 
Hongkong Chinese 
are highly vulnerable 
to Chinese patriotism 
— a sentiment clever- 
ly exploited by Pe- 
king. It is a feel- 
ing eloquently ex- 
pressed in a new 
stage play, performed 
by the ‘Chungying 
Theatre, a govern- 





The performance: comic-book history. 




















ment-subsidised com- 


pany specialising in "educational 
theatre." Chungying performs mostly 
at schools. 


The play, entitled I Am Hongkong, is 
a collage of Hongkong history, offering 
the usual and now quite safe carica- 
tures of Blimpish British colonials, 
avaricious Chinese and so forth. It gets 
interesting towards the end, when it 
deals with the question of Hongkong 
identity. Two scenes in particular are 
revealing. One shows a Hongkong ex- 


[Reviving traditional remedies 
land the ‘science of life’ 


sultant unani system (from Yavana, 
the Sanskrit word for Greek) was 
later brought to India by the Moghuls 
and continues to be practised today 
along with ayurveda. 

In recent times, the rural market 
for traditional cures has expanded to 
encompass urban areas and sophisti- 
cated advertising campaigns extol 
the virtues of a range of formulations 
including ayurvedic tonics for debil- 
ity and hypertension, odourless gar- 
lic capsules to help reduce cholesterol 
and herbal cosmetics for the natural 
look. 

While a number of such products 
are no more than fashionable fads, 
the revival of interest in traditional 
remedies has reportedly led to signi- 
ficant research and development, a 
large part of it government-spon- 
sored, Investment in this field is ex- 
pected to be stepped up and the In- 
ied Council of Medical Research is 

roposing to invest more than Rs 85 
million (US$6.8 million) over the 
next five years to develop and extend 








change student in New York, who says 
at one point: “I am afraid when I hear 
the word communism, but I cheered 
every time Chinese athletes won med- 
als at the Olympics." 

The same student goes to an interna- 
tional students' party, where every- 
body sings their national anthem in 
turn. The Hongkong student, alone, 
has no idea what to sing — he has no 
nation. Then he hits upon an idea; he 
sings a Chinese folksong in Mandarin. 


the pharmacopoeia of шр 
drugs and techniques. 

An extract from a local plant, com- 
mophora mukul, mentioned in ayur- 
vedic texts as an effective treatment 
for arthritis and inflammation, is re- 
portedly undergoing clinical tests at 
the Central Drug Research Institute 
in Lucknow before being introduced 
on the market next year as a remedy 
for high cholesterol. Researchers 
claim that this will be the second 
major contribution of ayurveda to 
modern medicine since the introduc- 
tion 30 years ago of the antihistamine 
reserpine, derived from rauwofia ser- 
pentina. Work is also in progress to 
develop an ayurvedic technique for 
treating fistula, a common Indian 
disease which often proves fatal for 
want of medical attention. 

A herbal remedy to remove urinary 
stones without surgery is also report- 
edly being developed, as are indigen- 
ous treatments for filariasis, bron- 
chial asthma and severe burns. The 
Nehru Institute of Opthalmology in 
Sitapur is said to have identified a 
plant extract which is an effective 
cure for trachoma and the All India 
Institute of Medical Sciences has 
evolved a herbal therapy for ulcers 
and other digestive disorders. 

Ayurveda may even have an ans- 
wer for what many consider to be 
India's biggest and most persistent 
disability — overpopulation. An In- 





The, programme: pro crisis. 





г а сэн 
that “personal suf- 
fering is nothing 


compared to the pros- 
perity of the nation 
And Hongkong, after 
all, is Chinese terri- 
tory.” After this, the 
cast, who had been 
speaking Cantonese 
throughout, celebrate 
Ithe bright future by 
|breaking into exub- 
erant Mandarin. 
According to Hardy 
iChoi, one of the play's 
authors, “nationalism 
is the only thing to 
carry us through the 
transition period.” He 
also pointed out that 
being critical of Chi- 








He has discovered his identity, if 
not yet his nation. Everybody ap- 
plauds. 

Then comes 1997. In the last scene a 
pipe-sucking Englishman, obviously a 
retired civil servant, gives us his view: 
“1997? Hongkong will be all right. I'll 
stay." This is followed by the closing 
speech by a Tai-chi teacher who came 
from the mainland after the Cultural 
Revolution. He is still limping from a 
leg wound sustained in those heady 


dian plant, vidarihand (puereria 
tuberosa) which is being tested at the 
Regional Research Laboratory in Jam- 
mu and Kashmir, could prove to be a 
reliable and safe herbal contraceptive. 

A large perennial creeper growing 
wild in many parts of the country, the 
plant is commonly consumed as a diet 
supplement by tribals in Assam and it 
is believed that its hormonal effect 
has not only helped regulate the local 
population but has also contributed 
to the wrinkle-free complexions of 
the women of the region. The plant is 
mentioned in a 14th-century treatise 
. as a rejuvenating agent, blood 
purifier and aphrodisiac. 


| esearchers stress that the greatest 
advantages of such drugs and 
_ treatment is that they are cheap and in- 
volve no harmful side-effects. But so- 
called “alternative” medicine can be 
as prone to misuse and malpractice as 
its conventional counterpart. Some 
time ago, there were disquieting re- 
ports of the alarming growth in the 
number of unqualified practitioners 
of indigenous medicine in the coun- 
try. According to a survey conducted 
by the Central Council of Indian 
Medicine, unqualified ayurvedic and 
unani practioners in Delhi far out- 
-numbered technically competent 
ones. 
In a country where there is one re- 
-gistered practitioner for 1,500 peo- 
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senter, in which case “one has one's fu- 
tureto worry about." In China, today as 
much as in the past, one cannot be à 
patriot anda dissenter at the same time. 
(Ironically, Lu Xun, China's most fa- 


mous 20th-century author, was a con- | 


stant dissenter but is still revered in 
China as a great patriot.) Traditional 


Chinese rulers had an interesting idea | 


of loyal opposition: one could protest 


but at the cost of having one’s head | 


lopped off. Only thus could the pro- 


ple, quacks can make quick profits 
and do a great deal of harm, particu- 
larly in the field of indigenous 
medicine where the patients tend to 
be socially and economically more 
vulnerable. A recent study by the Na- 
tional Ayurveda Academy revealed 
that a number of mass-produced 
traditional medical preparations sold 
in the country contained spurious 
and possibly harmful ingredients. 

Sample analysis is said to have 
shown that in order to prolong shelf- 
life and increase sales many formula- 
tions are treated with preservatives 
and other additives which could re- 
duce the efficacy of the preparation 
and have adverse reactions. A popu- 
lar herbal tonic was discovered to 
have an extremely high alcohol con- 
tent and was alleged to be a highly 
addictive placebo formulated to get 
around anti-drinking laws. 

Another preparation, recom- 
mended for children and elderly peo- 
ple, was found to contain a strong al- 
lopathic drug while several brands of 
capsules were discovered to be coated 
with a gelatinous extract derived 
from cattle bone, which could offend 
the religious sensibilities of many 
consumers. Such abberations, how- 
ever, have not jeopardised the resur- 
gent growth of a venerable school of 
medicine, the rejuvenation of which 
resembles a dramatic cure by one of 
its own miraculous elixirs. 


na marksone as a dis- | 





| ming's argument that 





tester show hi true loyalty. ie West- 
‘ern idea of loyal opposition never | 
existed in China and Hongkong intel- 


lectuals are not about to introduce it, — 
“We have enough © 


As Choi puts it: 
problems.” 


he more influential media such as 


TV and newspapers appear to echo: 
this feeling (REVIEW, 28 Oct. '84), Inthe 
past year, there has been a conspicuous 
number of TV documentaries ӨП 
life in China, stressing the progress 
being made in that country. The 
Chinese-language Hongkong press has. 
stifled almost all its former criticism of 
China, Louis Cha, editor of the 
Mingbao newspaper, used to be known 


for his acerbic columns. But now his 


enthusiasm for the 
systems" 
"system applicable to the whole world; 


"one country, two 


a dictum which will teach 100 genera- ` 
this optimism, Ве 
stated that most Hongkong "artists | 


tions." Despite 
and intellectuals are either afraid or 
opportunists. The opportunists will 
play a large role in the future and puta 
lot of pressure on freedoms.’ 

Perhaps the intellectual as critic isa 
fundamentally European notion. It is 
certainly not one promoted by the 
brand-new Hongkong Institute for 
Promotion of Chinese Culture, funded 
with Henry Fok money. The idea, ac- 
cording to its director, Paul Yeung, is 
to “find a way out for Chinese culture 
by making it relevant to the modern 
world.” Social and political criticism 
are not part of this, for, he said, 
“Chinese regard themselves as part of 
one large family. No Chinese would 
protest like European intellectuals. 
The Chinese way is reconciliation by 
compromising and narrowing down 
differences. We promote culture by 
narrowing down the gap between 
Hongkong and China.” 

There are at least two problems with 
this line of thinking. If China is опе 
large family, how can it reconcile two 
radically opposed social, political and 
economic systems under one roof. Two 
systems — three, if one includes 
Taiwan — involve different loyalties 
and different definitions of patriotism. 
Secondly, the cultural propensity for 
compromise does not explain the many 
rebellions, reform movements and civil 
wars in China's colourful past 

Still, maybe Hongkong people will 
be better off in the future by sticking to 


| the age-old penchant for bending with 


But filmmaker Law Wai- 
"we should now 
use our energy to strengthen our bar- 
gaining position for the future" also 
sounds eminently reasonable, espe- 
cially in the light of Cha's pre- 
diction of opportunists taking over. 
Law is certainly right to say that op- 
positional politics is one thing Hong- 
kong intellectuals never learnt from 


the wind 


| the British. He politely refrained from 


saying that the British never bothered 
to teach them. п 


idea is such that he called ita _ 
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an by Charles Lindholm. Columbia 
Iniversity Press. No price given. 


his is to be suspicious. The Pathan 
е5, sprawled along the border of 
hanistan and Pakistan, are already 
hly romanticised in certain English 
tings, and here we have an Ameri- 
¿anthropologist claiming that his 
y among them was “unique.” The 
hor tells us that ^no outsider, as far 
I know, has ever lived inside a 
than) household." 

his yet another episode in the Fas- 
ing Adventures of the Great 
e Man among the Natives? Suspi- | 
oned, you read on, and steadily 
from this first impression. True. 
idholm seems to have been dazzled 
the Pathans. But Westerners who 
е lived among them (as opposed ta 
n their households, as Lindholm 
during the past 150 years have 
| been dazzled. 

the book unfolds you find a plea- 
sensitive, modest anthr opologist 
ey relishing his time among the 
.(20 months spread over 10 
and constantly telling you how 
ires and apprecíates them. He is 
ing. but a Great White Sahib 
ing in a tenure among the “na- 


dholm made three trips to Swat, 
hern Pakistan, prior to writing 
cellent book, First, as a travel- 
еп аза businessman, and finally 
recently graduated anthr opologist 
asystematic investigation of local 
ture in his sights. On that third trip 


ighter and the three of them shared 
ouse for 12 months with a Pathan 
he had met on the first visit. This 
was somewhat unusual in that he 
d in his ancestral village but sepa- 
ly from his father. So, without the 
eetions of elders and brothers, he 
able to take the Lindholms right 
у his small nuclear household, from 
ere they did their research. 
is was no small opportunity. Pur- 
the veiling of females, keeps al- 
1 Swati women completely со- 
1 the streets and keeps all but 
mately connected men out of the 
But Lindholm's opportunity 
not unique, Several Europeans 
i ing around Swat at the time 
П do. But if the claim to 
k Lindholm's re- 






took along his wife and small | 


ne's first reaction toa book suchas | 


` View from the inside. 


Swat Pukhtun of Northern Pakis- | the beautiful Swat Vae north of 


| 


| 
| 








Peshawar, moves into a lengthy des- 


| cription of how the Pathans there live 


and die, gives a full explanation of the 
social structure of the area and con- 
cludes with an interesting hypothesis 
about friendship and hospitality in an 
otherwise warlike and fierce commu- 
nity. 

The Pathans form one of the largest 
tribes in the world and are, to a man it 
seems, totally unawed by the West. 
From their northernmost settlements, 


| intheSwat valley,to hundreds of miles 


south, a visitor in the poorest Pathan 
village finds none ‘of the obsequious- 
ness common in many other parts of 
the Subcontinent. Rather, he is con- 


fronted with: a virile people who ` 


treat him as an equal, entertain him 
with tea and hefty portions of meat and 
rice and send him оп his way with an 
impression of generosity and dignity. 
However, as Lindholm points out, 
this tea and rice co-exists with rifles 
and pistols. Behind the warmth shown 
to travellers there is a dark, struggling 
side to the Pathan. There must be very 
few homes in the Swat valley where 
there is not at least one shotgun or pis- 
tol, roughly made in the ungovernable 





| Afghan border 
Апа, while Swat as å whe le as been ~ 





peaceful for.decades, it has been vio- 
lent and unsafe in the more distant 
past and even today feuds end in seri- 
ous bloodshed. For example, a man may 
die ima quarrel about which group has 
thérightto put up political posters on a 
particular wall. Another may be shot 
defending his land against a powerful 
land-grabber. 

Still another may give a runaway 
stranger shelter in his home in keeping 
with an ancient Pathan custom, only to 
have his house razed and his wives and 
himself shot‘dead by the irate enemies 
of the fugitive, Women may be fatally 
burned in kitchen “accidents.” And 
virtually every wife is beaten either by 
her husband or his mother whom she is 
brought in to serve by marriage. 

[: is this strange contrast that Lind- 

holm sets out to understand. He pro- 
poses that “human beings have an ir- 
reducible emotional structure which is 
certainly moulded in its expression by 
culture, but which in turn moulds cul- 
ture as well. If the culture does not 
allow easy expression of certain inher- 
ent and necessary emotions, then they 
must be expressed in rituals or ideol- 
ogy. The whole structure of Swati so- 
ciety, it seems, presses against dem- 
onstrations of affection and attach- 
ment, and ѕо these emotional relations 


SCIENCE 


Imitation widens the gap 


Aborted Discovery: Science апа 
Creativity in the Third World by 
Susantha Goonatilake. Zed Books, 


London. No price given. 

D: Susantha Goonatilake, director 

M? of research at the People's Bank in 
Colombo has written an original and 
incisive account of the crisis in which 
Third World science and technology 
finds itself. He argues that imitation of 
the West rather than creativity is the 
hallmark of science in Asia, Africa and 
Latin America, which fosters con- 
tinued underdevelopment instead of 
closing the gap. 

Goonatilake, already well known for 
his earlier book Crippled Minds: An 
Exploration into Colonial Culture 
(Vikas 1982), brings an inter-discipli- 
nary approach and vast knowledge 
of both European and Third World 
science to this short but thought-pro- 
voking book. He defines science in its 
broadest sense — as the search for 

j ns of physical reality 
-has existed in all 










civilisations at all times. Even in the 
earliest tribal societies the gap be- 
tween concepts and reality is filled 
with detailed knowledge about the be- 
haviour of plants and animals. 

He bases this argument on a detailed 
historical account of science in South 
Asia from the earliest days of the Indus 
Valley Civilisation. Here bronze tech- 
nology and flood irrigation produced 
indigenous technical and scientific ad- 
vances. Similar advances developed in 
China, Africa and Latin America from 
the earliest times. Goonatilake's bril- 
liant analysis of the growth of Euro- 
pean science demonstrates that it took 
in a great deal from China, South Asia 
and the Arab world. However, the pro- 
digious growth of European science 
after the industrial revolution took 
place at the same time as colonial ex- 
pansion, 

European countries took their sci- 
ence to the colonies and superimposed 
it on them, creating a new edu 
system, cultural mo 
pursuit mode 














EE" 


Tp кортын RIP SEPTEM T I ; 


find their release 
in hospitality and 
the dream of The | 
Friend. This is | 
[my] argumentina | 
nutshell." 

His closing 
words show the 
strength with 
which he holds it 
“I claim there is a 
universal pattern 
of emotions, a 
dialectic between 
love and hate, 
union and separa- 
tion, community 
and individual, 
that must find ex- 
pression in every 
society Friend- 
ship and hospital- 
ity in Swat can 
then best be under- 
stood astheexpres- 
sion, in a world of | 
hostility and fear, | 
of the necessary 
counterweight to 
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| Pathan girl: generous yet jealous. 

















the [Pathan] man’s 
inevitable sense of isolation: love.” 

Two comments on the book are in 
place in closing. Lindholm's findings 
came out of a strong relationship with 
one man. He admits that this cut him 
off from serious research among that 


man's enemies. It also limited his 


metropole. Consequently, local science 
and technology was ignored or dis- 
dained and the new elites in the col- 
onised countries extended these cul- 
tural implants from the West, instead 
of integrating them with their own 
local scientific knowledge. 

India today has the third-largest sci- 
entific workforce in the world but the 
science it produces, according to the 
author, is largely imitative of the West. 
Scientific research and output is dic- 
tated by the centre in Europe and 
the United States. The thing that counts 
for most scientists is being published 
in Western periodicals and to be in- 
vited to conferences in the West. They 


are, in effect, more in tune with the de- | 


mands of Western science than with 
the special needs of their own com- 
munities . 


Caec gives а fascinating 
example of how Western technol- 
ogy is transplanted without any con- 
sideration to different conditions in 
the Third World. It concerns the fa- 
mous “Green Revolution” in the 1960s, 
when US-funded institutes developed 
new hybrid seeds. These seeds did raise 
crop production but depended on a 
capital-intensive technology, model- 
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| deepest study to only one village from 
| which he has had to generalise about 
| Swat. So we find Pathans just a few 
| miles up the road from Lindholm's old 


| home performing many of the routines | 


of life quite differently from the villa- 
gers Lindholm saw. 


needed the expensive inputs of fer- 
tiliser, irrigation and mechanisation 
while agriculture in the Third World is 
primarily based on rain-fed land and 
labour-intensive techniques. So in- 


| led on US farming techniques. It 


seeds were made more productive 
under expensive conditions. 

In such countries as Pakistan and 
India the Green Revolution led to mas- 
sive social imbalances on the land. 
Large landlords who could afford the 
Green Revolution squeezed out small 
farmers; land reforms were reversed 
and unemployment in the countryside 
grew as more and more peasant farm- 
ers became landless, leading to the 
flight to the cities. 


indigenously based science in Third 
World countries where scientists 
should resurrect their past achieve- 
ments in technology and science and 
mix it with advances in the West. 
Above all, Third World science should 
develop an interdisciplinary approach, 
which takes into account the com- 
plexities of the societies in which the 
scientists are working. 

These arguments are persuasive. 
The severe droughts that have struck 





stead of improving the work of man, | 


The author argues for a much more | 


SAS SF TS ea T EFER 7 | 


Furthermore, Lindholm has failed to 
impress upon his readers how stultify= 
ingly religious Swat is. There are moss 
ques everywhere (not always easily 


spotted by the casual visitor because of 
a design tradition that builds them 
much like ordinary houses) and on Fris 
days they are full for the mid-day 
| prayers; virtually every adult man at- 
tending in the rural areas. In the vil- 
lages religion is a constant background 
to much of the conversation and is the 
direct focus of much of the discussion 
in the bazzars 

Yet only two of the photographs in 
the book have any connection with the 
Islamic faith and there is no major sec- 
tion on Swati Islam in the text. Admit= 
| tedly, the index refers to a good 
| number of religious entries. But the 
| impression of religion one gets "on the 
ground" in Swat is absent in the book, 

These are light criticisms, however 
and reluctantly made. Lindholms 
book is a first-class description of the 


yt 





essential Pathan: generous yet jealous, 
The book is a valuable complemen- 
tary work to both Fredrik Bath's solid 
Political Leadership imong Swat 
Pathans (1965) and Akbar Ahmed's 
Millennium and Charisma Among 

| Pathans (1976). It draws a clear picture 
of the tribes whose poet h id: “A 

| man of honour has onl ilterna- 
tives; either he will achieve his obje, 
tive, or he will be destroyed in the pro~ 
cess." LEN MCGRAN 





Africa are as much the fault of the wea- 
ther as of the failure of governments 
and scientists to base development on 
indigenous needs and resources, 
India's current pursuit of high technol- 
ogy from the West will only further 
cultural implants from the West, giv- 
ing rise to more imitation instead of 
original ideas. The fact that India is 
still unable to provide adequate food 
and clothing for such a large segment 
| of the population — despite its huge in- 
dustrial base and pool of scientifie 
manpower — demonstrates the failure 
| of scientists to come up with original 
answers to the country's unique prob- 
lems. 

Pakistan has found it politically 
convenient to import technology and 
science from the West. Despite the 
rhetoric of Islamic science, Pakistan; 
in fact, has brought to a halt almost all 
original research in its universities, 
| forcing the best scientists to find jobs 
abroad. Science built on local customs, 
traditions and resources ultimately be- 
comes intensely political because it 
can only flourish in an environment in 
which free thinking is possible — a 
condition conspicuously absent in 
most of the Third World. 

— JAMAL RASHEED 
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lose Galang in Manila 


Philippines is on course to- 
ards its goal of reducing its de- 
pendence on imported energy to 
b the end of this year. This will 
à major improvement in the 
rey trade balance as only 42% of 
total energy consumption in 1984 
e from domestic sources, accord- 
“to the Ministry of Energy, This 
her improved to about 47% by the 
| of the first three months of 1985, 
Review has learned. 

he big turnaround has come in the 
amercial production of electricity 
re a switch to indigenous generat- 
sources from imported oil has been 

acular. 

For an economy which suffered a 
vere shortage of foreign exchange 
year (which in turn also partly ac- 
nted for the general drop in pro- 
on activity and, thus, energy con- 
ption), the cut in energy imports 
га big relief indeed. Actual oil im- 
s during 1984 reached 52.7 million 












































nting to US$1.45 billion, down 
the 1983 imports of 63.5 million 
Is of FOE worth US$2.13 billion. 

he 1984 oil imports; according to 
Energy Ministry, would have 


ergy sources which it tapped last 
: to the extent of 39.3 million bar- 
1s of FOE. The lower oil imports also 


illion in 1984. 


ompted the drafting of the Philip- 
ne energy programme — 
ing domestic energy production, 


Timports and 11% of total exports. 


ed oil reached US$2.5 billion, 
equivalent to 30% 
ut 40% of exports. 

Among indigenous energy sources, 
ydro and geothermal energy emerged 
with the biggest shares of total con- 
sumption in 1984, accounting for 9.05 
million and 7.81 million barrels FOE, 


Is of fuel oil equivalent (FOE). 


ached US$2.5 billion had the coun- | 
not succeeded in developing local | 


ed reduce the overall trade deficit | 
$$2.48 billion in 1983 to 058679 | 


The deterioration in the country's | 
е balance owing to the sharp 1п- | 
‘ease in oil imports in the early 1970s | 


aimed at | 


couraging more energy conservation | 
generating more investible funds | 
thin the sector. In 1973, for instance, | 
e country depended on imported oil | 
f 92% of its overall energy require- | 
ents. The oil-import bill for 1973 of | | 1 
188 million represented 13% of | | th 


881, after the second wave of big | ^ 
price increases, payments for im- Î 


of total imports and | 


























respectively. 
for a quarter of total commercial elec- 


| tricity consumed in 1984; Total install- 





ed hydro-generating capacity should 
grow a further 12% to:1,861 mW this 


year. 
Power plants, using geothermal 
energy (steam naturally produced 


from the earth's magma and used to 
power turbines), on the other hand, 
now account for а combined capacity 
of 894 mW, the world's second biggest 
such utilisation after that of the United 
States. About 2196 of the commercial- 
power consumption in the country is 
now supplied by geothermal-energy 
plants. 

With the launching of a 300-mW 
coal-fired plant in the province of 
Batangas just south of Metro-Manila, 
coal power should also see advances in 
the near term. The Batangas plant fol- 
lowed a 50-mW coal-fired plant set up 
earlier in Cebu. In 1984, coal consump- 
tion jumped 60% and energy generated 


T. southern iios of bur 
Been | 








Hydropower accounted | 






































from coal (both locally produced and 
imported) reached 5.6 million barrels 
FOE, 

The government enunciated a “free 
market” policy on coal last year which 
allowed users to secure directly their 
supplies from any legitimate local coal 
producer without the approval of the 
state National Coal Authority. The 
agency, which previously exercised 
control over all coal trade, will remain 
a trading body. Major users of coal, 
aside from the two thermal plants, in- 
clude the 16 local cement plants and a 


few mining companies. 
D lacklustre, with the 
few offshore wells operating 
turning out 3.5 million barrels last 
year. This output compares with total 
imports in the same period of nearly 53 


omestie production of crude oil 


| million barrels. The low price of oil, 


compounded by predictions of further 
softening, have continued to dampen 


à expressed at pn Biine in- -ih 


-terest in looking for oil in. 
Plains and Siwalik foothill 
Himalayas yale ill bi 











PHILIPPINE POWER CONSUMPTION 


(Million barrels of fuel oil equivalent) 





Indigenous energy 


Conventional 
Oil 
Coal 
Hydro 


Geothermal 


Non-conventional 
Bagasse 
Agriwaste 
Alcohol 
Coconut oi] 
Biogas 
Producer gas 
Solar heat 
Wind 


Nuclear 


Imported energy 
Onl 
Coal 


TOTAL ENERGY 


* Minimal 
Source: Ministry of Energy 





oil-exploration in many countries, in- 
cluding the Philippines. 

The country will have to attract 
more activity in oil exploration if it is 
to achieve in the transport sector the 
same gains it had made in electricity 
generation. Import substitution in 
electricity generation has been effec- 











Seism 


some interest in getting Nepalese oil 
for this remote region, which would 
be cheaper than oil brought in from 
eastern China. 

Laws and regulations governing 
oil-related work in Nepal have been 
amended to facilitate foreign com- 
panies' involvement. Contractors 
will have the right to export entitle- 
ments of petroleum, and will not have 
to pay any customs duties for neces- 
sary imported equipment. Firms in- 
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| Linesmen: off oil. 


tively undertaken with the installation 
of various power plants using avail- 
able domestic energy sources. Im- 
ported oil accounted for 83% of power 
generated in 1973; today this has gone 
down to 22% 

Energy Minister Geronimo Velasco 
told the REVIEW that the Philippines 





volved in the search will have the 
right to repatriate funds and their tax 
liabilities have been specified: they 
will pay a royalty of no more than 
12.5% and income tax on 50% of their 
net income, and will be subject to an- 
nual surface rentals and miscellane- 
ous general fees. 

Exploration will be divided into 
three phases of a total of eight years. 
The first four years will be given over 
to exploration, with two possible 
two-year extensions (the second and 
third phases) The exploring com- 
pany must relinquish 50% of the con- 
tract area at the end of the initial four 
years, and another 25% after the first 


| | could aim for a maximum оѓ! 


SEARCH IN THE FOOTHILLS 


Petroleum 
exploration areas 


»-90% of 


total electricity generation from non- 
oil resources. Total replacement is not 
viable as it would be uneconomic to 
search for and develop energy ree 
sources in some of the country's small 


and isolated islands. A programme to 
cost about P80 billion (US$4.3 billion) 
providing for new facilities and infra- 
structure for power distribution im 
some of these areas has been set for the 
five years to 1988 


he energy requirements for the 
transport sector appear to be 
tougher for the government 10 


meet. Government planners believe 
that only a major oil discovery will 
help ease the cost of energy consumed 
by the transport sector it uses more 
than a third of the country's total oil 
consumption. The recently inaugus 
rated 14-km Light Railway Transit 
(LRT) cutting through Metro-Manila's 
main artery sho of help, but only 
if the petrol- and diesel-gi ng jeep- 
neys are taken off the LRT's route 
Aside from developing alternative 
fuels for vehicles, such as aleogas (a 
mixture of nd petrol) and 
coco-diese! (coconut oil and diesel 
fuel), a project to replace pe trol-en- 
hancer tetra-ethyl lead with locally 
produced alcohol is currently being 


tld be 





alcohol 


two-year extension. 
The balance will re- 
vert to the govern- 
ment after the last 
two years. Only areas 
which are under pro- 
duction permits will 
be exempt from this 
schedule. At the end 
of each phase, the 
contractor has the 
option of continuing 
or terminating the 
agreement. 

There are no fixed 
spending require- 
ments, though if the 
work is not perform- 
ed as agreed, the government can call 
for certain payments — which must 
be secured beforehand by a bank 
guarantee. 

The costs of exploration must be 
borne by the firms, which are expect- 
ed to recover them from their alloca- 
tion of oil. The exported crude is to be 
valued according to average world 
spot-oil prices. The contractor will be 
entitled to 87.5% of the oil produced 
on his concession until he has recover- 
ed his costs; afterwards, his allocation 
will vary depending upon produc- 
tion, according to the individual 
agreements reached with the govern- 
ment. 








RE VIEWMAP by Frank Tam 













"Japanese Overseas. Economi 

tion Fund for financing, fol- 
an apparent failure to persuade 
Vorld Bank. The World Bank has 
rtedly insisted that the project be 
ertaken wholly by the private sec- 
forit to win bank assistance. 

he Energy Ministry is finalising a 
jor marketing programme that will 
unched next vear in major oil 
es of the world to attract oil-ex- 
ration capital into the Philippines. 
that campaign, data taken from a 
tinuing acromagnetic survey of the 


















Bruce Roscoe in Tokyo 


Jutheast Asia's terms of trade in 
ropical hardwood are unlikely to 
rove significantly in the short term 
sult of the formation of theInter- 
nal Tropical Timber Organisa- 
TTO). But the new grouping ap- 
certain to undermine any re- 
ng usefulness of the much-trou- 
south East Asia Lumber Produc- 
sociation (Sealpa). 
an, which accounts for about 
of the world’s tropical-timber 
as been the driving force be- 
he establishment of ITTO, first 
sing the grouping 10 years ago to 
ited Nations Conference on 
e and Development. The Interna- 
il Tropical Timber Agreement, 
h was formulated in Geneva in 
and which came into force on 1 
i this year, is the legal framework 
e new organisation. 
pan is also campaigning vigor- 
‘to -be selected as the site of the 
“headquarters, in» competition 
ance, Holland, Britain, Bel- 
reece and Indonesia. Japan has 
Yokohama as the headquarters 
and pledged grant funding of 
8 million (US$1.6 million) to set 
the headquarters. It has also offered 
oulder all headquarters running 
. The matter will be decided at 
TTO's first executive committee 
g in Geneva starting on 17 











om Japan's point of view, the 
О, as a government-level body 
prising both hardwood consuming 
. producing nations, presents а 
ore sensible forum than the privately 
n Sealpa, even for the producing 
intries whose log prices Sealpa was 
iginally intended to prop. up. 







dramatic gains in the use of non-con- 
ventional energy resources — includ- 
ing bagasse (the pulp that is left from 
sugarcane after the juice is extracted), 
various agricultural wastes, solar heat, 
biogas and windmills. Total energy 
generated with these resources 
reached nearly 15 million barrels FOE 
in 1984 which, in terms of fuel oil dis- 
placed, was worth about US$430 mil- 
lion. 








Sealpa — formed in 1975 and made. 








A nagging problem hanging over the 


A rival logs on 


ew tropical-timber grouping seems unlikely to influence 
umber market despite heavy Japanese involvement 


up of Indonesia, the Philippines, Ma- 
laysia, Sabah (in its own right), and 
Papua New Guinea —— is said not to 
have met formally for more than two 
years. It is universally regarded by the 
Japanese timber industry as being 
styled after Opec. But it is felt the In- 
donesian-led body has never worked 
properly, and of late has not worked at 
all. It is seen to have been thwarted 
first by a division in its ranks between 
countries which wanted to, or could 
only, export logs, and those which 
could afford to hold back easy log sales 
for the sake of developing sawn and 
other processed-timber exports. It ap- 
peared to have lost its last hope of 
unity with Jakarta's implementation 
of a ban on all log exports from 1 
January. 

Insofar as the ITTO states among its 
objectives the. attainment of prices 
which are remunerative to producers, 
improved. market. access, added-value 
processing of tropical timber before 
export and the supply of market intel- 
ligence to ensure "greater transpa- 
rency" in the international tropical 
timber market, it overtly usurps the 
role of Sealpa. There is no provision in 
the ITTO agreement for any consulta- 
tion.or even liaison with Sealpa. 

Other ITTO objectives, such as 
working to assure a continuity of 
hardwood supply by, for example, 
reafforestation, and maintaining prices 
that are "equitable" for buyers, hold 
particular attraction for consuming 
countries. 

But ITTO, given the current pattern 
of Japanese trading in hardwoods, can 
expect to be least effective in influenc- 
ing pricing of either logs or timber in 
the foreseeable future. It will not, for 
example, be able to set prices, and will 


rforn : 8. 
offset to some extent Бу 





























5, the plant. cone. 
| target of opposition 
from: various groups which have ex- 
pressed concern about the safety of the 
its operation. 


ork on the nuclear-power 
plant, started in 1976, had 
twice been stopped to include 


additional safety measures and de- 
signs. With these incorporated, oppo- 
nents are now questioning the capabil- 
ity of the state National Power Corp. to 
run the plant, The Philippine Atomic 


WHERE THE POWER LIES 


(Votes of ratifying country members 
of the International Tropical 
Timber Organisation) 


Votes | Producer 
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Signed but not yet ratified ITTA _ 
or Y Er aN ICE 
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Notes: 1. - 
1,000 votes for 36 p ч 
1,000 votes for 33 asuming countries, 
Members entitled to their quota of votes. 
once they have ratified the International 
Tropical Timber Agreement 
2. Vote allocations at 30 Apr. 1985. 
Source: International Tropical Timber Or- 
ganisation, 

















































find. it extremely difficult to guide 
them up or-down. Japan insists that 
traders keep this prerogative. ITTO 
employees must not haveany commer- 
cial stake in the tropical-timber trade. 
Its staff — mainly economists and mar- 
ket researchers — are expected ini- 
tially to focus on compiling supply and 
demand forecasts, planning afforesta- 
tion projects and advising on forest 
management. | | 
Efforts to control pricing would face 
immediate defeat by the determination 
of some producing countries, particu- 
larly Indonesia, to export only process- 
ed timber, specifically plywood. For 
Indonesia to compete in the Japanese 
plywood market, 16 must undercut the 
prices of domestic plywood manufac- 
turers. At present, despite the 20% 
import duty Japan levies, Indonesia is . 
doing just this, at prices around 20% 


















designated as the sole body tha 
authorise the operation of the plant, 
will be holding hearings in June to de- 
termine whether the plant is indeed 
safe to open or not. Meanwhile, ex- 
penses on the idle plant pile up at the 
rate of US$355,000 daily — for interest 
on loans acquired to set up the facility. 

After succeeding in cutting its de- 
pendence on imported energy to 50% 
this year, the Philippines can hope to 
displace a further 10 percentage points 
of its oil imports before the end of the 
1980s. Energy usage is projected to 
grow by about 4-5% a year as the econ- 
omy turns around from its recent deep 
recession. 







pricing: The 






ppines is a high 
energy-cost area. This has resulted in 
the government's dependence on the 
sector in raising funds for its own pro- 
grammes. It is estimated that about 
30% of the government's revenues are 
from taxes levied on various energy 
products. The tax component of some 
oil-products prices, for instance, aver- 
age around 40%. This effectively 
penalises whatever advantage the 
Philippines has in labour costs and will 
certainly militate against the country's 
efforts to attract foreign investors 
looking for competitive locations for 
their industries. п 








lower than Japanese manufacturers. 

In reponse, the manufacturers are 
demanding, and winning, substantial 
price cuts from other Southeast Asian 
log suppliers. This is a vicious circle, 
considering Japan turns about 80% of 
tropical log imports into plywood. 

The main casualties so far have been 
Sabah and Sarawak, both taking log 
price cuts of around 30% earlier this 
year. Meanwhile, Indonesia, which last 
year shipped about 14.65 million m2 of 
plywood to Japan compared with just 
2.55 million m2 in 1983 (boosting its 
share of total imports from 17% to 
82%), plans almost to quadruple ex- 
ports this year. Log prices will have to 
fall further if Japanese plywood mak- 
ers are to stay in business. 


obbyists such as the aptly named 

Japan Plywood Political Federa- 
tion, whose members on recent morn- 
ings have been breakfasting with mem- 
bers of the lower house of the Diet, are 
fighting against any reduction of the 
plywood duty. The Japanese Govern- 
ment, however, has already promised 
that it will lower both the 20% duty 
on plywood made from tropical tim- 
ber, and the 15% duty on plywood 
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made from softwoods, from April 1987. 

It has not indicated how far it will 
lower the duty. The size of the reduc- 
tion is expected to depend on the ex- 
tent to which it is prepared to meet the 


demand of the plywood federation for | 


a subsidy of ¥30 billion in the event 
that the duty is cut at all. 

More troubling in the longer term for 
tropical timber producers has been the 
growing efficiency of the Japanese 
construction industry, together with 
the development of some new materi- 
als, which have combined to cut 


Japan's demand for tropical logs and | 


timber (mainly from Indonesia, Malay- 
sia, the Philippines and Papua New 
Guinea) from 23.07 million m? in 1979 
to 13.73 million m? last year. Traders 
say even Indonesia's log-export ban 
has gone unnoticed; certainly log 
prices have not risen as a result of any 
shortfall in supply. 

These are the market factors ITTO 
will have to tackle as it attempts to im- 
plement its objectives on pricing. 
Japan, with its half-share of the global 
trade, last year 
US$1.76 billion of tropical hardwood, 
inevitably sets the pricing pace. But 
the some 60 Japanese companies — 
importers, wholesalers and plywood 
makers — which control the trade are 
not grouped into any specific buying 
cartel for tropical hardwood and 
therefore are unlikely to be swayed 
uniformly by attempts at centralised 
trade policy-making. 

If anything, the players in the trade 
are becoming more diverse. The share 


of imports held by Japan's top nine | 


trading houses has fallen from 70% to 
less than 50% in 10 years; importers 
include companies which are not mem- 


bers of the Japan Lumber Importers’ | 


Association. 

Any influence the ITTO does exert 
on tropical-timber trading patterns, 
government and trading officials 
agree, will come slowly. It has taken 10 
years for the organisation to find its 
feet, and some major Japanese traders, 
appear to believe it may be equally 
as long before the ITTO is able to 
achieve even a few of its ambitious 


goals. п 


importing about | 
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“HOTEL NEW OTANI SINGAPORE 


























The Hotel with a hot water 
maker in every room, with Tea, 
Coffee and even Instant Chicken 
Noodle Soup! All compliments of 
the The New Otani Singapore. 

A small thing but it’s special, for 
the traveller who has just arrived, 
or the guest with that urge to get 
up at 4 a.m. to do his paper work. 
The New Otani Singapore has 
many small yet special things for 
you to enjoy. Discover them all. 
Single Room from approximately 
US$75. 

Double Room from approximately 
US$84. 


3% govt tax and 10% service charge 



















On the banks of 
the historic Singapore River 
Hotel New Otani Singapore 
177A River Valley Road 
Singapore 0617 
Tel: 3383333 
Telex: RS 20299 Sinota 








For reservations and information, please contact 
The New Otani International Sales Offices tn 
the United States (800)421-8795 Toll-Free 
California (800)252-0197. Toll Free. Hawaii 
(808)923-1555, United Kingdom (01)731-4231, 
Japan (03)264-1672. Reservations are also 
available through Utell International. Int'l 
Airlines or Travel Agents throughout the жог. 















































fter a decade of losses, the state-run 
Bangkok Mass Transit Authority 
MTA) is looking for someone to take 
e Thai capital's troubled bus service 
its hands. Inefficient management, 
or service and difficulties experi- 
d in raising fares have left the 
SMTA in the position of running un- 
omic services with an obsolete 
; for its more than 5 million com- 
iters. 

When the Thai Government recently 
ited private investors to bid for a 
ckage deal involving a capital infu- 
combined with a management 
ntract, practically nobody was sur- 
If àny serious bidders are 
, it would represent a long-term 
tion to the 10-year old problem. 
MTA has been financially insecure 
m its inception. After a hurried de- 
ision by the then government of Kuk- 
Pramoj to nationalise the bus ser- 


‘budget was inadequate. Its finan- 
I position continued to deteriorate 
he years passed. 

MTA has accumulated 
jS and debts. After government 
idies totalling more than Baht 3 
on (US$108.7 million), including a 
ht 1 billion payment of long-over- 
oil bills in mid-May, it is still sad- 
d with some Baht 4.3 billion in un- 
id loans and interest. Most of that is 
ed to the government-owned Krung 
Bank and savings banks. Al- 
gh new equipment is badly 
eded, further subsidies cannot be 
ected under the government's au- 
rity programme. 

instead of being a part of the 
nekok Metropolitan Administra- 
n (the city government), BMTA is 
der the Communications Ministry's 
isdiction and has thus been sub- 
ed by the central government. In 
ect, this has meant that the relative- 
affluent Bangkok residents are sub- 
ised by the taxes of poorer upcoun- 
people. While transfer of the bur- 
‘to the city government has been 
ussed over the years, any radical 
ange appears unlikely given the 
ntry's complicated legal structures. 


ative, but to no avail. Communi- 
ions Minister Samak Sundaravej 
dona trial basis fo privatise a small 
rtion of the city bus routes in late 
but the move was stalled by stiff 
Our-union resistance. 

. With so many constraints, awarding 
n investment and management ¢on- 





ice, the agency had to borrow to com-. 
nsate private bus operators because. 


massive. 





e managers of Bangkok's bus о look for relief 


By Paisal Sricharatchanya in Bangkok 


tract to a private concern — while re- 

taining the BMTA’s status and person- 
hel — appears a logical proposition, 

especially given its improved cash flow 
in recent months. 

Reacting to a proposal made nearly 
two years ago by the Belgian firm, Van 
Hool, the cabinet invited tenders 
which attracted: five international 
groups including a British consortium 
led by Leyland Bus, Singapore Motor 
& Leasing (SML) the French car- 
maker Renault, theSpanish bus manu- 
facturer Picasso and Van Hool. Pend- 
ing cabinet approval, the Leyland con- 
sortium and SML have been. short- 
listed — with Leyland on top. | 

At a glance, the proposals differ vas- 
tly in financial terms. According to a 
January press statement, Leyland in 
essence proposed to supply 4,500 new 
buses (nearly half of which would be 
Olympian double-deckers); create a 
network of bus-maintenance depots, 





with the capital cost repai 
the agency's accumulated deficits 
eliminated in 10 years. 

According to informed sources, the 
Leyland package was scaled down to 
about 4,000 buses at a projected Baht 
12 billion investment after negotia- 
tions in April. The price tag is subject 
to an additional Baht 4 billion for im- 
port duties on equipment. Under the 
plan, up to 500 completely built units 
would be imported in the initial stage, 
while the rest would be locally assem- 
bled from imported kits. 


M eanwhile, the proposal by SML — 
a Singapore-South Korean-United 
States joint venture — calls for a Baht 
6.1 billion investment for 3,000 new 
buses plus the re-furbishing of another 
1,900 from BMTA's current fleet. En- 
gines and chassis for the new buses 
would be imported while’ bodies and 
all other accessories are to be produced 
locally and assembled. This plan envis- 
ages an eight-year recoupment and re- 
habilitation period. 

Despite the enormous cost differen- 
tials, the Leyland bid is said to have re- 
ceived higher marks both in technical 





= ECONOMIC MONITOR 
Devalued benefits 





espite last November's devalua- 

tion, Thailand has made little 
headway in reversing its trade imbal- 
ance caused by a persistently depress- 
ed world market in basic commodities. 
The Bank of Thailand (BoT — the cen- 
tral bank) originally projected a Baht 
10-12 billion (US$370-440 million) de- 
valuation-induced reduction in the 
trade deficit. However, it now appears 
that the calendar 1985 deficit may be 
down by only about Baht 4 billion from 
last year's Baht 70 billion. 

Those which have benefited least 
from the devaluation include eight 
traditional major export items (nota- 
bly farm commodities such as rice, 
tapioca, rubber and maize plus 
prawns). Against the nearly 15% cur- 
rency depreciation, export earnings 
from these products, which aecounted 
for slightly more than half the aggre- 
gate total, rose only 6% in baht terms 
against an 11% decline in US dollar 
terms. These figures represented first- 
quarter 1985 performance compared 
with the corresponding period in 1984. 

Aside from the depressed world 
market which further dampened prices, 
the overall poor performance was 


blamed on quota restrictions (in the 
case of tapioca) and cumbersome ex- 
port procedures. (in the case of rice). 














The only item in this category that saw 
a major jump in exports was rubber. 

Only manufactured items, lumped 
under the "other exports". category, 
performed well in the first quarter. 
Comprising mainly integrated circuits, 
canned pineapples and canned tuna 
and other seafood, aggregate earnings 
from this category showed a 36% gain 
in baht terms and an 18% gain in US 
dollar terms. This reflected strong de- 
mand in the United States and Europe, 
which constitute the major markets. 

The Baht 49.5 billion total export 
earnings during the first quarter re- 
presents a 17.8% improvement (in baht 
terms) over the 1984 period; but in dol- 
lar terms, the position remains roughly 
unchanged. The devaluation's impact 
on discouraging imports and con- 
sumption is perhaps more evident. For 
the period, aggregate imports rose 
nearly 11% in baht terms but declined 
8% in dollar terms. l 

Much of the baht-denominated im- 
ports rise, was accounted for by oil, 
particularly refined products such as 
high-speed diesel. Oil imports. have 
traditionally accounted for more than 
a third of the total import bill, but the 
share has now dropped to less than a 
quarter in the wake of stepped-up 
domestic, oil and | gas production 
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Conjested Bangkok: ап efficient bus fleet could help. 





and financial terms. Both bidders are 
to undertake financing arrangements, 
with Leyland and the Singapore joint 
venture promising annual interest 
rates of about 9% and 8.5%, respec- 
tively. All loans are to have Thai Gov- 
ernment guarantees. Besides, the 
BMTA has seen a steady cash-flow 
improvement since director Pichet 
Sathirachawal, a veteran business 
manager formerly with the Siam Mo- 








1984 Ist qtr 


4th qtr 
1985 Ist qtr 


Source: Thai Government 


Government planners are increas- 
ingly concerned over the sharply rising 
consumption of diesel and liquefied 
petroleum gas, the only two products 
which are still subsidised. Imports of 
these items have climbed steadily in 
the face of inadequate local produc- 
tion. A recent attempt by the Finance 
Ministry to raise taxes on the twoitems 
was stalled for fear of political reper- 
cussions. 


he marginal expansion in the baht 

value of non-oil imports reflects a 
substantial fall in the import volume of 
selected intermediate goods, particu- 
larly parts and accessories for the 
transport equipment and electrical- 
appliance industries. The evident 
slowdown of these industries, offi- 


cially regarded as producing luxury | 


goods, corresponds with the govern- 
ment's broader austerity drive 

Despite the initial uncertainty in the 
immediate post-devaluation period, 
imports of raw materials picked up to 
register a 16% expansion. This led to 
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tors group, took over last September 
Combining a series of cost-cutting 
moves, public-relations exercises and 
improved services (all-night service, 
more buses during rush hours and 
plans for a students-only service), 
Pichet succeeded in legitimising the 15 
February bus-fare increase. (The gov- 
ernment last decided on a fare hike in 
late 1982 but had to back down in the 
face of student and labour protests.) 


the belief in some government quarters 
that manufacturing in. general, and 
export-oriented industries in particu- 
lar, are on healthy growth patterns. 
Against last year's 6.8% expansion, 
BoT planners maintain that the 6.5% 
growth target for the manufacturing 
sector this year is attainable. But this is 


viewed as unduly optimistic by many | 


businessmen. Medium and small-scale 
industries have complained of slack 
sales since the devaluation. In view of 











recent tax increases (REVIEW, 18 Apr.), | 


a gloomy picture on general produc- 
tion, wholesale and retail trade looms 
for the rest of 1985. 

Official claims of healthy private- 
investment growth are also questiona- 
ble. During the first quarter, the Board 
of Investment received some 84 ap- 
plications for tax-exempt promo- 
tional status involving a combined 
Baht 28.4 billion proposed investment. 
This represented a marked improve- 
ment on the 74 applications with Baht 
7.9 billion proposed investment in the 
comparable 1984 period. 

But if several gigantic projects — 
notably a potash exploration and 
development scheme, a long-term ven- 
ture calling for up to Baht 17.2 billion 
investment, plus two downstream pet- 
rochemical plants — are taken off the 
list, the aggregate size of the remaining 
ventures is smaller than last year's. 

— PAISAL SRICHARATCHANYA 
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From a Baht 8.3 million daily re- 
venu@ (which translated into a net 
operating loss of more than Baht ? mil- 
lion daily) last year, daily income is 
projected to rise to Baht 10.5 million 
dating from the opening of schools on 
17 May. That would be barely breaking 
even on a net operating basis. How- 
ever, the accumulated debt must be 
serviced at a cost of Baht 1 million à 
day. As Pichet stated: "The improves 
ment so far is only short-term; it 15 МБ 
relevant if the agency's long-term well 
being is taken into account 

BMTA has been operating in rented 
premises and maintenance facilities, 
Although it owns about three-fifths of 
the nearly 5,000 buses now running, 
most are old. Some 1,200 buses which 
can be considered in good shape are 
rented; another 600 are under contract, 

A well-disciplined and efficient bus 
fleet could help improve Bangkok's 
nightmarish traffic. Despite more 
stringent disciplinary way- 
ward bus drivers criss-crossing out- 
side the designated bus lanes or stop- 
ping in the middle of streets are still 


action, 


adding to traffic bottlenecks. There 
has been. no authoritative study, but 
the cost of the traffic jams to 


Bangkok's business community is 
thought to be enormous 


espite the long-term savings 1n en- 
hanced efficiency offered by an ar- 
rangement like that proposed by Ley- 
land, most analysts are sceptical that 
the massive debt burden involved 
would be readily agreed to by the gov- 
ernment, or specifically the Ministry of 
Finance (MoF). Under the broader au- 
sterity policy, authorities have been 
consciously trving to slow down the 
growth of external debts, which stood 
at just under US$11 billion at end 
1984. The tightened polices has seen, 
among other things, the scaling down 
of industrial projects under the much- 
touted Eastern Seaboard programme, 
which has higher priority than the re- 
vamping of the Bangkok bus system 
Samak — a tough politician known 
his fiery oratory and whose 
Prachakorn Thai Party controls the 
majority of Bangkok constituencies 
is expected to make a strong pitch 10 
support the proposal. But as one in- 
sider put it: "There is no guarantee 
what would happen if the stated objec- 
tives are not achieved. It's likely to be 
rejected by the MoF once it reaches the 
cabinet, which should happen 
shortly. The subject, said this source, 
may then be referred for “further 
study.” Since Prachakorn Thai would 
gain politically if the bus proposal is 
implemented think 
other parties in the ruling coalition 
may also manoeuvre to push it aside 
Others not« 
costly project to build an elevated-rail 
system for Bangkok. in 
ment chose to invest only 


some observers 


however, thata epal ite 
vhich the govern- 
25% (REVIEW; 
17 Jan.), may also be delayed as part of 
the drive to keep debts down п 
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Taipei's approval of a foreign purchase of equity in a locally 
quoted car firm may encourage more foreign investors 


By Саг! Goldstein in Taipei 
A agreement between publicly 
quoted Yue Loong Motor Co. and 
Nissan Motor Co. for the Japanese car- 
maker to buy a 25% equity interest, 
worth NT$2.6 billion (US$65 million), 
in Taiwan's largest car company has 
been approved in principle by finan- 
cial authorities in Taipei. Formal ap- 
roval, however, is not expected for at 
east a month. 
The agreement between Yue Loong 
and Nissan is intended eventually to 


lead to exports of whole cars, a long- | 


Standing policy objective for Taiwan's 
economic planners. But the main 


thrust of the venture, according to in- | 


dustry executives familiar with its de- 
tails, is not towards exports. 

For Yue Loong, the linkup would 
mean a much-needed infusion of capi- 
tal, management and technical exper- 
tise. For Nissan, it would represent not 
only a long-sought after, direct foot- 
hold in the growing domestic car mar- 
ket, but also, through Yue Loong's full 
or part ownership of many of Taiwan's 
parts suppliers, a piece of à growing 


export business. Exports of compo- | 


nents topped US$300 million in 1984 
and could reach as much as US$2 bil- 
lion in 10 years, according to some 
forecasts. 

Nissan also will gain full access to 
Yue Loong's Engineering Centre, a 
modern research and development 
facility which is equipped with CAD/ 


CAM design aids. Although neither | 


company will comment publicly on the 
proposed accord, local industry 
sources said Nissan feels that with the 


low-priced, but still highly skilled, en- | 


gineering talent available here, the 
facility can become a major design 
centre for the Japanese carmaker. 

The government's hopes of seeing a 
car export industry develop have been 
frustrated by the small size of the 


domestic market (170,000 vehicles in | 


1984) and inefficient production prac- 
tices by local companies bred by years 
of high import barriers. 


A plan for Toyota Motor Co. of Japan | 


to build an export-scale plant in 


Taiwan collapsed last September after | 
two years of negotiations because of | 


disagreements between the govern- 
ment and Toyota over export levels 
and local-content rates (REVIEW, 27 
Sept. '84). Another company, Ford Lio 
Ho Motor Co., the local subsidiary of 
Ford Motor Co. of the United States, is 
expanding its production facilities and 
says it plans to begin exporting cars in 
May 1986, with exports of 30,000 units 
a year by 1987. But the government's 


70 





reluctance to grant the company low- 
interest loans and other sought-for as- 
sistance may threaten that goal. 
Taiwan forbids Japanese car im- 
ports because of the trade deficit it 
suffers with Tokyo — US$3.3 billion 
in 1984. Imports from other areas 
are discouraged by 65% tariffs. A 
new plan announced in February, 
which is intended to encourage do- 
mestic makers to modernise 


their 





1978 — on sales of NT$8.83 billion — to 
NT$224 million (pre-tax) last year. 
Yue Loong's full 1984 results are not 
yet available, but the company's trea- 
surer said that in 1984, as in the previ- 
ous two years, investment tax credits 
should result in the company paying no 
income tax 

Yue Loong's cash flow is being 
further squeezed this year by sales of 
more than 20% below 1984 levels, 
when the company sold 70,000 vehi- 
cles. As a result, the company was 
willing to enter into a deal that 
would include Nissan executives tak- 
ing over key positions at Yue Loong. 
Three high-level production and 
quality control experts are already at 
work at the San Yi 





Yue Loong plant; Wu Yen: 
end of drift. 








tariff rate to 30% 
over а six-year pe- 


riod. | 
Yue Loong has been |[ў 


1 
plants, will reduce the | 





plant. More will likely 
be brought in when the 
agreement is formally 
approved. 

Some industry observ- 
ers said they hoped the 
agreement would mark 
the end of the drift they 
said had been evident in 
the company since Yen 
died in 1981. His wife, 
Vivian Wu Yen, was 
named chairman of the 
board when he died. She 
and other family mem- 
bers are said to own 60- 
70% of the company's 
stock. 

Sources at the Invest- 
ment Commission and 
the Securities Exchange 
Commission, both of 
which must approve 
the agreement, say the 
delay in announcing the 
approval has to do with 
the mechanics of the 
proposed stock pur- 
chase. Most likely, the 
bulk of Nissan's invest- 
ment will be for newly 
issued shares. The price 
is still being negotiated, 
but NT$20 a share has 
been prominently men- 








assembling Nissan 


knockdown kits since 1957. Each of the | 


other five domestic car manufacturers 
have licensed-production arrange- 
ments with foreign companies as well. 
Industry sources said Nissan had been 
unsuccessfully seeking a direct stake 
in Yue Loong for years. But the results 
of a heavy spending programme for a 
new factory complex and the research 
centre that Yue Loong founder T. L 
Yen launched in the late 1970s cut pro- 





fits drastically and left the company | 


more than NT$6 billion in debt. Also, 
since 1981, Yue Loong has spent as 
much as NT$200 million a year to de- 
velop a car of its own design. Proto- 
types are now undergoing tests 


| attitude 





tioned. Yue  Loong's 
closed on 20 May at 


share 
NT$17.20. 
Although the government's positive 


price 


towards the Nissan—Yue 
Loong agreement is partly the result of 
a desire to upgrade the domestic car in- 
dustry, the decision to waive the rule 
against direct stock purchases by for- 
eigners also appears to reflect a recog- 
nition that the stockmarket could 
benefit from a more active role by 
foreign capital. 

The Cathay banking scandal, which 
erupted in February, exposed glaring 
weaknesses in Taiwan’s financial sys- 
tem. One of these is the rigidity of 
banking practices, п 
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How The Morgan Bank brings 
innovative financing techniques 


to Asia-Pacific eleni 





Some Asia-Pacific managers and specialists at a Morgan strategy meeting in Hawaii. From left: Osamu Toba, New York 


Robert Wynn, New York; 
Thaddeus Beczak, 


The more financial markets around the 
world change, the more interdependent 
they become. The Morgan Bank's strat- 
egy is to make this development work 
for clients in the Asia-Pacific area and 
around the world 

We're especially well positioned to do 
so for several reasons. 

We take maximum advantage of our 
role as a principal in the world’s finan- 
cial markets to create innovative, cost- 
effective solutions to financing needs 

Our recognized strengths—over 
$4 billion in primary capital plus one of 
the highest capital-to-assets ratios among 
major U.S. banks and a “ААА” credit 
rating—enable us to implement solutions 
advantageously 

And because Morgan officers are in 
constant communication wherever they 
are based, we can act quickly to structure 
financings under all market conditions 


John Garber, 
Hong Kong; Ann Patton, 


Tokyo; Thomas Ketchum, Hong Kong; Senior Vice 


New York; Fock Siew-Wah, Singapore 


Clients have long relied on Morgan’s 
expertise in traditional wholesale bank 
ing. Lending in local and Eurocurrencies 
Syndications for major borrowers. Project 
and export-import financing. Interna 
tional trade services. Foreign exchange 
and foreign exchange advisorv services 

Designing growth strategies 
We're particularly strong in helping inter 
national companies plan and execute 
growth strategies: conducting industry 
and countrv analvses; guiding clients into 
new markets in the U.S. and elsewhere 
evaluating, structuring, and financing 
corporate mergers and acquisitions 

Investment banking services 
Today our clients increasingly ask us 
and our investment banking subsidiary 
Morgan Guaranty Ltd, to devise capital- 
raising alternatives: Eurobond under 
writings, floating-rate notes, convertible 


and hedged issues, private placements 


The Morgan Bank 


President and Groug 
Thomas 


David 
Exe john О 
ind James Hi 


иом 


Aylward, Seoul 


Our clients value our exper 
know-how in such techniq 
market rate and currency sw 
floating-rate notes, dual-cut 
deferred rate settings, equi 
sues, insurance-backed off 
known as a pioneer in desi 
managing unique ппапси 
ploit intermarket arbitrage op} 


In fact 


t independe 


а recen 
participants in the world’s | 
dicated loan markets rank« 
the number one innovator 

Tell us your needs 
talk with the Mí 
banker who calls on vou, or 


J. Wynn, Senior Vice President 


[о learn more 


Guaranty Trust Company Wal 


New York, NY 
lauer, Senior Vice President 


0015; or Arthur 
Guaranty Trust Company 


#30-01, Singapore 010 


Why should half the world’s tin 


Half is as good a guess as апу 
other. It is impossible to know 
exactly how much timber is 
destroyed prematurely through 
decay or the gnawing of insects. 
Certainly too much. We do know 
that. 

Wood is an essential build- 
ing material especially in tropical coun- 
tries and that’s also where the losses due 
to decay and termites are the worst. Trop- 
ical forests are decreasing at an alarm- 
ing rate — wood consumption must there- 
fore be controlled. 

The answer here is wood preser- 
vation. Thanks to it we make wooden 
structures last 5 to 10 times longer. 

Kemira’s Kemwood unit aims to 
find the best preservation method for 
each species of tree and for the special 
conditions in each country. 99 


MIKKO LAHTEENMAKI, DEVELOPMENT M 
KEMIRA CHEMICALS DIVISION 





























HOW TO MAKE WOOD ENDURE 
Decay is caused by dozens of 
different fungi that thrive in humid 
conditions and nourish themselves 
from the wood. Timber can also fall 
prey to any one of the thousands of 
insect species which simply attack and 
devour wooden structures. 
That is, if the timber hasn't been 
preserved. Through pressure impreg- 
nation, the impregnating agent pen- 
etrates right through to the heart- 
wood. In some cases, surface treat- 
ment is sufficient. The right chemical 


ser become rotten or get eaten? 


1 


can spoil the appetite of even the | 
griest termite. 

Kemira has 40 years of expeti 
ence in wood preservation; 
perience that gains in importance 
the time throughout the world. ( 
know-how even extends to prot 
ing timber against its worst enen 
fire. 

THIS IS KEMIRA 

Kemira is a Finnish mult 
duct chemical company and ons 
the world’s leading manufacturers 
fertilizers. We want to do more tl 
just sell our products: we want 
ate solutions to basic human nee 
One way is to help increase wot 
food production. 

But we are not so large as to ox 
look minor aspects of life. We apy 
our chemical expertise to solve o 
customers’ problems. Can we sol 
your problem, too? 


Kemira Oy, Fertilizer Division: f 

cides. Chemicals Division: indust 
specialty chemicals. Säteri Divis 
fibres. Mineral Chemistry Divisio 

oxide. Vihtavuori Division: explosis 
equipment. Kemira Engineering: lic 
eering and equipment for the chemical 
Turnover with subsidiaries: USS 1 billion. І 
nel: 11,000. For further information plea 
to our President: Dr. Yrjö Pessi, F 
Malminkatu 30, 00100 HELSINKI 
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OF FINLAND 
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more than a Tokyo 
Representative Office 
n May 21: mnm 


With the opening of 

Banco Exterior de Espafa’s 
| Tokyo Representative Office, 
| trade opportunities between 
Japan and Spain are 

closer and better than ever. 
Through more than its 450 
offices in Spain and over 

100 worldwide, Banco Exterior 
de España offers a degree 


of specialized trade financing 
in Spain unmatched by any 
other bank. 

This expertise is now only 
a telephone call away. 
Please feel free to contact 
our Representative to learn 
how Banco Exterior de España 
can help you. 








Banking without frontiers 


BANCO EXTERIOR DE ESPANA 


Hibiya Kokusai Bldg., 1413, 2-2-3 Uchisaiwaicho, Chiyoda-ku, Tokyo 100 
Telephone: (03) 591-1321, Telex: J29863 EXTJAP 





Established: 1928. Head Office: Madrid, Spain. Network: Domestic, more than 450 offices; Overseas, 4 Branches, 13 Representative Offices, 15 Affiliate Banks, 
3 Associate Banks, 2 Finance and Trading Companies. Employees: 9,000 
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Ua 2 PN % To attend the pick of the region’s best 
uw T {© , 7 conventions is easy. Just mail the coupon below. 
A It's your connection to everything a 


Singapore convention or exhibition has to offer. 
The exchange of skills, expertise and 
t _. technology. The right contacts. 
тик меу: Р |ы You'll find a Singapore convention 
A a most rewarding experience that offers 
so much more. 
World-class hotels, with service to match; 
a shopper's paradise; a gourmet's delight with 
cuisine from more than 30 countries; all in a city 
that's safe, clean and cosmopolitan. 
Whatever your profession, you'll find 
that conventions that meet in Singapore meet 
with your approval. 
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WITH US, NO REQUEST 
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Cotton; oil-seed; grain: efforts to reduce high subsidies. 
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also intervene by sel- 
ling stocks if prices 
rise too high 

But it is apparent 
that not everything ts 
going according to 
plan. By 25 April, only 
61% of peasant house- 
holds in Sichuan had 
signed grain and oil 
purchase contracts. 
Contracted grain pur- 
chases so far, 6.56 bil- 
lion jin (1 jin = 0.5 kg), 
represent about only 
62% of the target for 
provincial purchasing 
departments. The lag 
in signing contracts is 
apparently due to re- 
cent increases in mar- 
ket grain prices. 

Peasants and rural 
grassroots cadres do 
not fully understand 
the new purchases 





Back to the market 


China has terminated compulsory state purchases of key 
crops as part of an effort to reduce costly subsidies 


By Robert Delfs in Hongkong 
hina's dismantling of compulsory 
purchases of grain, cotton and oil- 

seed crops this year is a fundamental 

change affecting the most basic aspect 
of the state's economic role in the 


country. The system of compulsory de- | 


livery quotas for grain and other 


foodstuffs (also known as the *state | 


unified-purchase policy") was initiat- 
ed in the early 1950s to ensure 
adequate supplies at fixed low prices 
when urban demand soared in the 
years of post-Revolution economic 
recovery. It has been maintained 
virtually intact ever since, though 
grain imports and policies of restrict- 
ing urban population since the mid- 
1960s have tended to dampen urban 
demand. 

The only significant modifications 
prior to this year have been allowing 
free-market sale or bonus payments 
for above-quota production since 1979 
and increases in procurement prices 
paid to farmers during the 1960s and in 
1979-80 which, since they were not 
matched by adjustments to retail sale 
prices, created a heavy subsidy burden 
for the central government. 

High subsidy costs (including hous- 
ing, transport and energy as well as 
food), estimated at approximately 25% 
of all government spending, are clearly 








a major reason China's leaders have | 


decided to make fóod prices the first 
item on the price-reform agenda. In 


the government is also allowing the 
price of pork, live pigs, beef and dairy 
products to float in major urban mar- 
kets including Shanghai and Peking 
(REVIEW, 16 May). This will apparently 
be extended to other cities in the 
course of 1985. 

Another reason for moving on 
grain procurement at this time is that 
planners believe that the large 
surpluses accumulated in several suc- 
cessive years of bumper harvests have 
made rapid upward price swings less 
likely. 


The state plans to purchase 75-80 | 


million tonnes of grain (approximately 
20% of anticipated total grain produc- 
tion) this year through voluntary con- 
tracts at two price levels: 30% is to be 
purchased at the old base price for 
mandatory state purchases and 70% at 
the old price for purchasing surplus 
(above-quota) grain, though it is appa- 
rently possible to negotiate adjust- 


ments to these prices according to | 


quality. 

The remainder of marketed grain, 
approximately 5 million tonnes, will 
be sold at market prices and subject to 
market-price fluctuations, according 
to an article explaining the new policy 
by Premier Zhao Ziyang in the Feb- 
ruary issue of the party journal Red 
Flag. If necessary, Zhao wrote, the 
state will step in and purchase any 
surplus grain at the base purchase 


addition to changing the procurement | price if market prices fall below state- 
system for grain, cotton and oil crops, | purchasing prices, and the state can 
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contract system. A 
Sichuan provincial radio broadcast 
monitored on 30 April explained: 
“Fearing that they would suffer losses 
after signing grain and oil purchase 
contracts, some peasants are still 
watching the rise and fall of graim 
prices on the market and have not 
signed contracts even after stalling for 
a long time." Perhaps Sichuanese 
peasants understand markets and cons 
tracts only too well. 

To sweeten the deal, provincial au- 
thorities are offering preferential 
awards to early signers allowing them 
to purchase higher-quality chemical 
fertilisers. Sichuan provincial aus 
thorities will also put 400 million jin of 
grain on the market at the "negotiat- 
ed" base price level in an attempt to 
drive prices back down 


his method failed in Hunan. The 

free-market price for medium-grade 
paddy in Hunan's main rice-producing 
area around Dongting Lake rose from 
Rmb 5 (US$1.77) per 50 jin in early 
March to Rmb 6-7 by the end of the 
month: in mountain areas the price 
reached as high as Rmb 8. Provincial 
officials continued to sell paddy at the 
negotiated base price of Rmb 5.80 until 


| it was realised that rural traders were 


simply purchasing state rice for im- 
mediate resale at a profit of 20% oF 
more, according to Jingji Cankao (Eco 
nomic Reference) on 9 April. Hunan of- 
ficials then halted all sales at the 
negotiated price. Potential buyers 
from other provinces have been turned 
away until officials have a clearer idea 
of how much rice they will actually be 
able to purchase under the new con- 
tract system. 

It is difficult to understand why 
grain prices should be rising in Hunan 
and Sichuan Hunan is China's 
biggest rice producer and both pros 
vinces had extremely good harvests 
last year. Speculation by traders may 
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ww much is success in business and 
industry a function of competitive 
it, and how much is it contingent 
1 less-emphasised virtues such as 
st and confidence? Most textbooks 
economics are still devoid of any 
ence to it, but a majority of busi- 
ansactions, including relations 
hin a firm, presuppose a consider- 
e degree of trust between transac- 
Contracts may specify penal- 
for breach of promise, but busi- 
would be stymied without some 


‘studying the success or failure of 
mies in terms of growth and 
'elopment, it is important to bear in 
nd that different societies perform 
ry differently in breeding a mini- 
i degree of trust between employ- 
and employees, between producers 
distributors, between licensors 
d.licensees and between different 
engaged in regular business 


While trust is a matter of horizontal 
ions between people, it also per- 
rms a very important function in de- 
nining the degree of confidence 
sinessmen place in the future, for 
outcomes of forward-looking ac- 
ns (in particular, growth-inducing 
stment ventures) are greatly de- 
ident on behaviour. 

nvestment is crucial for economic 
th, but explaining investment re- 
ins a sisyphean task of the 
nomist. John Maynard Keynes, who 
roduced the rate of investment as 
rucial variable explaining de- 
cies of aggregate demand and 
ployment in a capitalist econ- 
; had not much more to offer than 
unconvincing schedule of marginal 
iciency of capital. and “animal 
ts" of investors às explanations 
Or the level of investment and its 
novements. 

‘In these days of world recession, 
Japan is the one advanced capitalist 








country which seems. to be riding the | 


БЕ 
én into. account. While 


| some ie loc ез, notably the northeast- 
| ern provirices of Liaoning, Jilin and 


Heilongjiang, experienced difficulties 
in ‘storing and marketing grain, this 
was primarily related to local trans- 
port and distribution problems or in- 
adequate storage facilities and did not 








PARRA and ку varieties 
which are more desirable to Chinese 
palates are in very short supply: There 
is still a shortfall in wheat production 
which is offset by imports, and serious 
shortages of barley and sorghum, the 
raw materials for manufacturing beer 








the economic impact 
of trust and confidence 


storm well. Why have the Japanese 
outperformed most other capitalists in 
long-term investment? What is it that 
makes the Japanese economy behave 
much more like a supply-constrained 
socialist economy than a demand-con- 
strained private-enterprise one? Social 
structures and mores must be examin- 
ed. 

In stark contrast to thatof Japan, the 
Indian economy has grown much more 
slowly than most Indian planners ex- 
pected and Indian economists hoped. 
There is no enigma about the na- 
ture of the constraints binding the In- 
dian economy. In the late 1960s and 
early 1970s, it was unpopular to argue 
that à couple of good harvests are not 
enough to put sufficient purchasing 
power in the hands of the common peo- 
ple, to stimulate private capitalists to 
invest heavily in industry or to release 
public investment from the tyranny of 
deficit budgets and foreign-exchange 
shortages. 

There have been shortages of pro- 
ducer. goods and deficiencies of infra- 
structure from time to time in India but 
most can be traced to past failures in 
public and private investment. Top 
policymakers have now woken up to 
the problem of demand failures and in- 
vestment lapses but, so far, they have 
seemed to put their faith in better man- 
agement methods as a way out. 

Better management in business, 
however, very much involves a durable 
relationship between workers and 
owners or managers. With the excep- 
tion of a few hundred plants around 
India, management-labour relations 
remain mired in mutual distrust. In 
most cases, management has resorted 
io coercion to enforce obedience, and 


has naturally met with rebelliousness | 


whenever the environment has 
changed for the worse. 

Better management in a micro-eco- 
nomie sense is hardly enough to get the 
economy out of a self-fulfilling cycle of 


low investment in expectation of low 








profitability being succeeded by defi- 
cient demand, leading to a low level of 
investment. Private as well as public 
investment did pick up in India during 
the second and third Five-Year Plans, 
in the 1960s, but the rate of growth was 
not spectacular compared “with” the 
recent achievements of the Japanese, 
Chinese or South Korean economies. 
Private investment sagged after the 
mid-1960s and, despite incentives in- 
cluding government subsidies, tax 
concessions and a damad's treatment 
for non-resident Indians, still seems to 
be only ambling along, (A damad is a 
son-in-law, usually pampered within 
the traditional Hindu family system.) 
Not only has investment been insuf- 
ficient in volume, it has also often in- 
volved long lags in gestation or has 
been in an inappropriate form. Indian 
capitalists have tended to practise 
slash-and-burn cultivation with re- 





Dr Amiya Bagchi is Professor of Econo- 
mics at the Centre for Studies in Social 
Sciences, Calcutta. This article is bas- 
ed on his recent Sir Purshotamdas 
Thakurdas Memorial Lecture, an annual 
event under the aegis of the Indian Insti- 
tute of Bankers. 





spect to particular regions and sectors. 
When a sector has become unprofita- 
ble with old product mixes or 
technologies, instead of investing in а 
new product тіх or technology, busi- 
nessmen too often simply offload the 
plant on to a complaisant government 
and move on in search of fresh plots. 


hen à region has become plagued 
f with industrial sickness, instead of 
trying to restore its health it has 
siphoned off funds to other regions — 
including foreign countries. No large 
industrial house, let alone middle- | 
level groups; сап be ‘absolved’ of the 
charge of deliberately slaughtering 
ailing firms. ór abandoning them:to the 
government. ‘ 
The more йена: business groups 
have actively sought modern technol- 
ogy and have made massive technology 












of spirit. 

According to Ji Yecheng, writing on 
grain issues in Liaowang (Outlook) in 
January, the apparent grain sur- 
plus last year is entirely structural, 
that is, “caused by the irrational dis- 
tribution structure and the irration- 
al structure of varieties.” Shifting 
the product structure towards more 
desirable varieties and higher qua- 
lity will inevitably mean higher 
prices. 





not been very good at absorbing it. As 
the experience of such countries as 
Japan and South Korea and the exam- 
ples of exceptional enterprises in India 
indicate, successful absorption of bor- 
rowed technology requires substantial 
in-house expenditure on research and 
development (R & D) and adaptive en- 
gineering. Despite lavish fiscal conces- 
sions from the government, private R & 
D expenditure in India has been low by 
any international standard. 

A number of economists believing in 
the efficacy of private enterprise have 
held up South Korea as a model to 
emulate. But theSouth Korean miracle 
is as much a triumph of dirigisme as of 
carefully fostered private enterprise. 
There are so many systemic differences 
between the two economies that it is 
impossible to make India resemble 
South Korea by minor tinkering, even 
if this were politically and socially de- 
sirable. 

Those who blame the government for 
interfering too much in the Indian 
economy and spoiling its chances for 
South Korean-style growth fail to 
mention the enormous difference be- 
tween the dynamism of private enter- 
prise in South Korea and India. In 
1982, South Korea had a population 
one-18th that of India's. South Korea's 
industrial output exceeded US$29 bil- 
lion, against India's approximately 
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have ri: cantly 

cording to the results of a recent survey 
in Hebei province published in the Pe- 
king Gongren Ribao (Worker's Daily) 
on 8 March. In the three counties sur- 
veyed, the average costs of cultivation 
rose Rmb 15.5 a mu (1 mu = 0.0667 h) 
while the returns on grain cultiva- 
tion actually fell from the previous 
year. As a result, the level of peasant 
investment in grain production de- 
creased. 


US$47.5 billion. The difference in per- 
capita terms, built up over a span of 
some 20 years, is formidable. 

As a pointer to the future, it is in- 
teresting to note that while Indian pri- 
vate-sector R & D expenditure in 1981 
and 1982 amounted to US$138.5 mil- 
lion and US$166.3 million, respec- 
tively (based on Rs 9:US$1), in South 
Korea such expenditure came to 
US$236.3 million and US$283.9 mil- 
lion, respectively. Thus, with lower in- 
dustrial output, South Korean busi- 
nessmen outspent their Indian coun- 
terparts by more than 100% in 1982 
(assuming that all the funds for private 
R & D expenditure in India came from 
private coffers — which may not have 
been the case). 

A standard alibi of Indian business- 
men for their failure to invest and grow 
has been government interference. 
Some would dismiss this, asserting 





€ Indian capitalists find it 
opportune to play on the utter 
poverty of their workers and 
most of their customers and 
keep them degraded. The latter 
find no other language than 
that of class struggle with 
which to confront them. ? 
МАРВ ي‎ e eamm с=т с | 


that by and large the government 
serves the businessman's interests. 
Without taking sides, it may be safely 
asserted that if government decisions 
influence business, businessmen also 
influence government decisions, both 
in detail and in general outline. There 
have been import and quota restric- 
tions in numerous fields; but there has 
also been intensive lobbying by parti- 
cular groups for imposing or retaining 
such restrictions when their interests 
are threatened. 

Under the industrial licensing. sys- 
tem, there have been any number of in- 
stances of businessmen trying to raise 
barriers to entry into certain fields by 
taking out licences and implementing 
them only partially, using the potential 
or actual excess capacity as a threat to 
potential competitors. 

The exporting record of Indian busi- 
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This is not unrelated to large-scale 
shifts of acreage from grain to cash- — 
crop production over the past five 
years, particularly in Sichuan, Hunan, 
Hebei and Shandong, though yield in- 
creases have so far more than compen- 
sated for acreage losses 

This tendency is likely to intensify 
with the end of mandatory gram-oute 


put quotas, particularly when cur- 
rently subsidised prices for fuel and 
chemical fertilisers are affected by 
further price reforms п 


ness, too, has been poor. While China 
bargains toughly every year for ine 

creased textiles and other quotas for 

its exports to the United States, India 

fails repeatedly to fill its own quota for 

exports to the US and the European 

Economic Community. This is despite 

large government subsidies for export? 

ers in various forms 


MZ generally, business callousness 
and opportunism has been as in- 
strumental in sabotaging most anti-poy- 
erty programmes as landlord intransis 


gence. Thus, businessmen have helped 
undermine any prospect of demand 
growth and productivity improvement 


through a better-educated and better- 
fed working class. 

Iamnot suggesting that any national 
group of capitalists deliberately set out 
to improve the condition of workers 
without first encountering a strong 
challenge from the latter. But the 
dynamism of a business community 
confident about the future in most ad- 
vanced capitalist countries led to a 
tighter labour market and through 
mutual cooperation and competition 
different industrialists, to 
progressively rising real wages and а 
gradient of steady productivity 
growth. This has not happened in 
India. Indian capitalists find it oppor- 
tune to play on the utter poverty of 
their workers and most of their cus- 
tomers and keep them degraded. The 
latter find no other language than that 
of class struggle with which to con- 
front them 

This analysis has concerned primar- 
ily the private sector in India. But its 
observations on investment mobilisa- 
tion apply almost equally to public en- 
terprises. Moreover, in discussing cons 
fidence it is necessary to distinguish it 
from mere braggadocio. Despite, for 
example, the dismally poor perform- 
ance of Indian nuclear-power plants 


after lavishing billions of rupees on 
nuclear energy, the technocrats con- 
cerned continue to declaim the virtues 
of India's effort. Confidence must grow 
out of performance, whether in plant 
operation, process innovation or in the 
great task of eradication of poverty: 


Hollow claims can be as damaging ta 
confidence as mutual distrust п 
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iz Carver in Hongkong 


ter two slow years of preparation 
| — and a series of overly optimistic 
'ecasts — no start to trade in stock- 
ex and currency futures contracts 
he Hongkong Futures Exchange 
КЕЕ) is in sight; and HKFE officials 
e stopped making predictions. 
Hongkong is in the unusual position 
having to catch up with Singapore, 
{ose own International Monetary 
change (Simex) was forced onstage 
; determined. government in 1984. 
[е don't care about Singapore: we do 
n thing," said the HKFE general 
ager Joseph So, with perhaps as 
defensiveness as confidence. The 
of problems the Singaporeans 
in getting Simex into action — a 
th of trained futures dealers and 
ait for United States approval for 
link to Chicago's Mercantile Ex- 
ange (CME) — do not exist for Hong- 
18: The territory has plenty of sharp 
rrency and commodity traders and, 
gh the HKFE eventually wants a 
ign link, it will start as a purely 
exchange. 


id for a proposal for a financial fu- 
s.exchange in mid-1983, and got 
han it had bargained for. On the 
‘hand there was the Hongkong 
mmodities Exchange — (HKCH), 
“proposed to add a Hang Seng 
de futures contract to its existing 
nge of commodity-futures contracts. 
the other hand there was a group of 
banks, which wanted a new, inde- 
ent futures exchange, also with a 
ing Seng contract but offering cur- 
ncy- and interest-rate contracts as 
II. Fhe Commodities Exchange pre- 
jled, adopting many. aspects of the 
nks' suggested currency contracts 
d“ renaming itself the HKFE (a 
nge adopted officially on 7 May). 
The bone thrown to the banks was 
mbership in the HKFE, not open to 
em when it was the HKCE (the laws 
e still being revised to allow this and 
her changes). In some quarters of the 
reign financial community, there is 
П resentment over the exchange's 
tory. "There are vested interests [on 
HKCE] holding it up," a dealer 
| a US. commodities house said, 
ting to the likes of Ronald Li, who 
is also involved in the still-to-operate 
Jnified Stock Exchange (which will 
rporate Hongkong's four current 
changes). “А -Hang Seng contract 
draw “money. out of the 
S0: dismisses | these 


е Hongkong Government first 






ongkong's reorganised exchange is mired in uncertainty, 
rhaps missing the chance of regional business 








more markets attracts more business 
[to existing ones]." 

The government, meanwhile, was 
preoccupied with talks on Hongkong's 
future, and with the fall-out from 
the property-market collapse and the 
Carrian scandal. Besides, the existing 
markets (such as that for physical 
gold in tael lots) were serving local 
needs well enough. Futures-trade 
sources speculate that the govern- 
ment may have been reluctant to 
look asif it were pushing around local 
interests during its sensitive talks 
with Peking especially after hints from 
Peking that it was orchestrating the 
collapse of the local stockmarket 





| being agere n 
form of the HKCE (апа. 


| 





being: 
cused of blocking its progress) or being 
accommodating (and seeming to care 
more for speed than integrity at a time 
when Hongkong already had a 
worldwide bad press). The HKCE itself 
had some spots on its reputation, in- 
cluding the April 1983 resignation of 
its then chairman, Peter Scales, after 
his dealing licence was revoked for al- 
leged improper trading. Wherever the 
blame lies, Hongkong may have fallen 
tóo far behind in the race for interna- 
tionally traded financial futures to 
catch up assuming there is à future for 
any of these dérived markets. 


"he speculation now is that the HKFE 
will spring to life with-its. Hang 
Seng Index futures contract (based on 
the most widely. used barometer of the 
local stockmarket) later this year, with 
contracts for local-dollar interest rates 
and other currency futures to follow. 


Ready for market 


Various Asian countries examine the scope for risk 
hedging, putting aside past suspicion of futures 


hile Hongkong is playing catch- 

up to Singapore and to other 
existing futures-trade centres such as 
Sydney, Tokyo and (to a lesser extent) 
Wellington and Kuala Lumpur, it will 
by no means be last off the mark. Pro- 
posals for other exchanges and con- 
tracts are floating around in a number 
of countries, and there are also signs 


that some nations which once steered | 


clear of foreign futures markets are 
ready to trade. 

Governments have often seen them 
as an unacceptable risk, especially 


where money intended for vital food | 
| earlier this year. 


and other commodity imports was con- 
cerned. But economically ^ sound 
reasons, a tinge of national pride and 
an understanding that futures trade 
does not have to mean gambling have 
changed their minds. 

Taiwan traders learned the differ- 
ence between hedging and speculat- 
ing in 1981. Persuaded by a United 
States commodity firm to sell soybean 
futures short (that is, to sell something 
they did not yet own), the country was 
hoping for a big profit. The Taiwanese 
expected prices to fall, and did not 
bother to cover themselves on the buy- 
ing side. Prices rose and the lesson cost 
Taiwan some US$12.5 million. In the 
colourful language of the futures 
trade, what Taiwan’ did was called a 
Texas hedge — exactly the opposite of 
what they should have done. 

Only recently. have the Taiwanese 
indicated that they. might reconsider 


| 
| 
| 





| copper. 


using the markets. Traders at com- 
modities houses in Hongkong say al- 
most every broker has made proposals 
to Taiwan, and some think Taiwan 
Government-appointed trading houses 
may be actively using US markets 
by year-end. The dealers' eagerness 
is easy to understand: Taiwan im- 
ported about US$1.1 billion worth of 
soybeans in 1984, to say nothing of 
commodities such as oil, grains and 
Dealers are also courting 
South Korea, which is said to have 
been putting through "trying orders," 
involving up to 3,000 contracts, since 


There is already plenty of semi-offi- 
cial and unofficial use of US futures 
markets by Asians. A Hongkong com- 
modities dealer describes an Indone- 
sian importer whe uses the US markets 
as a means of getting hard currency out 
of the country. In Taiwan, there is a 
large bucket-shop business (where 
trade based on the prices offered on 
distant exchanges is carried out, often 
by unlicensed firms) similar to that 
which once existed in Singapore, 
where some 90% of all gold trading 
was estimated to be carried on outside 
of the then. Gold Exchange of Singa- 
pore, now Simex. i 

Current low commodity prices have 
much to do with the more official in- 
terest reported ftom places such as 
Seoul and Taipei: Buying futures locks 
in those lower prices, which is a saving 
if prices rise. ot just in terms of a 











rate contracts, which were specifically 
designed for Hongkong institutions 
but will probably draw foreign interest. 

Aside from pure speculation, foreign 
fund managers could use the stock- 
index contract to hedge against the 
performance of their portfolios, pro- 


the КЕ Seng and mime i tereit 


í as the 

baka on the same stocks. Foreign 
banks, which have been unable to at- 
tract deposits on the scale of local in- 
stitutions, could use the interest-rate 
futures to protect themselves against 
the cost of borrowing in the inter-bank 
market. 

There is little doubt in the trade that 











Commodities dealer: searching for a starting date. "= мота ғоз 


the HKFE can 
make a go of 
these contracts. 
The interest is 
there, and Hong- 
kong hasthe well- 
developed cash 
markets which 
bankers and com- 
modity experts 
say are a pre- 
requisite for the 
move to futures. 
But the popular 


that either Hong- 
kong or Singa- 
pore could suc- 


decide where to 
sell his crop and 
the first offers 
may not be valid 
by then. Small 
rice farmers in 
Asian nations 
will not always 
produce crops of 
contract size, but 
that problem can 








tual spending but in foreign exchange 
as well. Using futures to hedge can also 
make possible more accurate spending 
forecasts. 


ut low prices for Asian commodi- 

ties have spurred a movement in 
the opposite direction. “People don't 
like their commodity being priced in a 
foreign market," said Raymond Phan, 
who is with the Hongkong office of the 
London-based International Com- 
modities Clearing House. Impressed by 
visits to the Chicago Board of Trade or 
New York Commodity Exchange, 
Asian officials have begun to wonder if 
perhaps they, too, should set up mar- 
kets. But experts in the industry point 
out that the rationale for futures ex- 
changes is no different from that for oil 
refineries or steel mills: if you do not 
need one, it is not a bargain. “Not 
everything which is technically possi- 
ble is useful,” warns one expert. “There 
has to be an underlying need.” 

The need can be the same for farmers 
in Thailand as for those in Iowa. Even 
in developing countries, futures ex- 
changes can provide what dealers like 
to call “a central mechanism for price 
discovery.” If a farmer has to choose 
among 20 agents’ bids, especially in re- 
mote areas, it may take him weeks to 
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be skirted by 
using marketing cooperatives, perhaps 
on a village level. 


Advanced and liquid agricultural- | 


futures markets can also relieve pres- 
sure on farm-price supports, if the sup- 


port programme is linked to prices of- | 


fered in those markets. When prices 
rise above certain levels, even if those 
gains are inspired by speculators, it re- 
duces the amount of money needed for 
price supports. “It’s the best way to fi- 
nance the farmer,” said Hopkins Chan 
of Dean Witter Reynolds (Hong Kong). 

Among those countries reportedly 
considering futures trade are In- 
donesia, through its new Indonesian 
Commodity Exchange (REviEW, 9 May) 
and South Korea (where the Ministry 
of Finance has commissioned a study 
by economics professors and US and 
Japanese advisers). This month or 
next, a Thai agricultural-products 
group plans to open a live-hogs market 
on the outskirts of Bangkok. 

The trade will be strictly physical at 
first, but the company says it hopes fu- 
tures will evolve. While observers may 
doubt that much can come of such 
humble origins, it should be recalled 
that decades before Chicago became a 
world futures-trading centre, it was 
already the. agricultural marketing 
heart of the US. — LIZ CARVER 


Sr LLL ILS LLL ZQLLLLLGAQ E + ADEE AER Sameer 


Hongkong s nami DES ا‎ 1 








belief has been | 








ment will allow it to make up for lost 
time wher it decides to go interna- 
tional. But a contract link to an estab- 
lished overseas exchange is seen by fu- 


| tures experts as crucial to that transi- | 


tion, and so far, Hongkong has no firm | 
arrangement. | 

Asian futures exchanges need @ 
foreign tie (which has so far meant à 1 
US tie) to provide depth. The links also _ | 
serve as credentials, the theory being 
that if fussy US regulators are satis-- 
fied, all must be in order. Singapore is 
tied to the CME, one of the world v 
ers in the trade and home to some of its 
most-feared dealers, though this lies. 
value still seems to be more theoreti 
than actual, judging by the volume 
business on Simex 


{ 
ydney has a link for its gold contract 
with. the New York Comm 

Exchange — the chief US gold marke 
— which is still pending final US ap 
proval. And Tokyo's possible offshore” 
bond-futures market would probably 
join forces with the Chicago Board of | 
Trade. With the Japanese appetite for © 
foreign bonds, this contract could 
dominate the Asian futures trade. 

There is not much left in the US for 
Hongkong, since it plans some cones | 
tracts which would compete with those | 
offered by other Asian exchanges. The — 
exception is options, popularised im- 
Philadelphia, where the HKFE has | 
been talking to the Philadelphia Board 
of Trade and the Philadelphia Stock | 
Exchange. Options are a step (or two) 
up from futures in complexity and risk, _ 
and traders who can arbitrage tens of 
millions of dollars worth of various 
currencies in their heads can be at a 
loss here — literally. “You need a com- | 
puter to tell your hedge ratio," said _ 
John Finigan of Bankers Trust Co. 

Because it is riskier and more con- 
fusing, development of options has 
generally followed futures elsewhere, 
and Hongkong is not likely to be any 
exception. The options market is also | 
not as large as that for futures, mean= — 
ing thata Hongkong-Philadelphia link 
would be "useful, but not to the same 
degree," Finigan added | 

The exchange is also looking at addi- ^ 
tional contracts, with one for ship-- / 
ping-rate futures mentioned, and а 
range of contracts for Chinese com- _ 






modities, such as tea and maize 
Another option would be futures for 
regional currencies, like the non-con= ^ 
vertible Chinese renminbi. Ingenuity | 
would be required for such a contract: 1 
while the accepted figure is that less 


than 1% of all futures contracts? 
worldwide are physically delivered, 
the underlying asset still has to be 


available — just in case 4 


The HKFE must still resolve the 
issue of a client-compensation fund. In: 
October 1984, the restructuring of the 
exchange was derailed when it was 
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enough for апу but the tiniest ас- 
~ counts. For example; the Hang Seng 
| Index contract will be priced at HK$50 
a point, which at current levels would 
make a contract worth more than 
HK$80,000. A mere dozen contracts 
would bring an investor close to the 
ceiling 
І Uncertainty over the size of the com- 
— pensation fund has made it difficult for 
the HKFE to get new members: firms 
| naturally want to know what their 
— possible liability will be. And the ex- 


| FINANCE 


firms were i 
automatically moved to the HKFE.) 
Many have lacked the interest or the 
funds to trade in recent times, with 
commodity prices at cyclical lows. The 
HKFE cannot legally buy them out: it 
hopes trade will become busy enough 
to reactivate them, or inspire someone 
else to buy them. 

It also hopes that its new offerings 
will indirectly breathe new life into its 
current soybean, gold and sugar con- 
tracts, where low world prices have 


- Aid but no comfort 


` Foreign donors' assistance pledges mean Bangladesh 
сап keep its head above water — but only just 


_ By S. Kamaluddin in Dhaka 


Busen appears reasonably 
‚Ж satisfied with the US$1.68 billion 
— in economic aid pledged at the Paris 
" meeting earlier this month of national 
_ and multilateral aid donors, though it 
— is a small reduction from last year's 
7 US$1.71 billion pledge. 
— . The pledge still fell short of Bangla- 
— desh’s aid requirement for the fis- 
— Cal year beginning 1 July, estimated 
— at US$1.92 billion in a memorandum 
— placed before the donors. But officials 
— point out that, with an additional 
— US$220 million expected from non- 
"consortium sources, total economic as- 
—sistance may reach US$1.9 billion for 
the year. 
L Finance Adviser M. M. Syeduzza- 
T man, who led the Bangladesh delega- 
s tion to the Paris meeting, said that this 
__ years pledge was 4.5% higher in terms 
_ of special drawing rights, but 1.5% 
— lower in US-dollar terms. A highly 
~ placed source in the Planning Commis- 
— sion told the REVIEW that the high 
— value of the US unit, if continued, 
_ Would mean nearly 10% more goods 
could be purchased during fiscal 1986 
compared to fiscal 1985. 
» The Asian Development Bank 
E. (ADB), which committed US$310 mil- 
Р 
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— lion last year, has reduced its commit- 
— ment this year by US$100 million, due 
d to the difficulties it is facing in raising 
— Contributions for its soft-loan window, 
L— the Asian Development Fund. Despite 
— asimilar problem with its Seventh In- 
E ternational Development Association 
— (IDA) replenishment programme, the 
— World Bank has agreed to maintain its 
LE 
[s 


commitment to around US$400 mil- 
lion for fiscal 1986. 

In addition, the World Bank's IDA 
import programme credit of US$130 
million, which was sanctioned last 
year but could not be utilised because 





of procedural difficulties, will be 
available in the coming year. This will 
somewhat compensate for the ADB's 
reduced funding. 


he aid package consists of US$1.02 

billion in project aid, US$431 mil- 
lion commodity aid and US$240 mil- 
lion in food aid. Total disbursement of 
aid during fiscal 1986 has been esti- 
mated by the Finance Ministry at 
US$1.6 billion compared to US$1.5 
billion in fiscal 1985. The World Bank, 
however, puts the disbursement figure 
for 1985 at US$1.4 billion. 





ed eia | 
em fthe HKCE, who 


draw ulators who e 
market liquidity. Futures dealers, al- 
ways ready to back an unlikely sound- 
ing proposition, think low prices can 
be turned to advantage for Hongkong. 
“It takes months to build up a market,” 
said one futures expert. “When it turns 
up, your client base is established.” 
The exchange will, however, have to 
face a certain apathy which is setting 
in among foreign bankers. “Most peo- 
ple would be extremely glad to see any- 
thing at all develop,” said an American 
banker. ü 








According to figures given to the 
Paris meeting, the balance of pay- 
ments, which has been worsening since 
fiscal. 1984 (in part because of in- 
creased foodgrain imports) is likely to 
deteriorate further in coming years. 
The government had to import addi- 
tional foodgrains worth US$250 mil- 
lion during fiscal 1985. Meanwhile, 
other imports, stimulated by the re- 
covery of the non-agricultural sec- 
tor, and domestic-credit expan- 
sion, rose substantially. 

Workers' remittances peaked at 
US$628 million in fiscal 1983, and 
declined to US$525 million in fis- 
cal 1984. They are projected at 
US$450 million for fiscal 1985. Al- 
though export earnings are ex- 
pected to rise above US$900 mil- 
lion, and total aid disbursement 
during fiscal 1985 will reach 
US$1.4 billion, reserves are ex- 
pected to be drawn down by about 
US$150 million — to about 
US$380 million at the end of June. 
Reserves at the end of June 1984 
stood at US$530 million. 

The balance of payments during 
fiscal 1986 will probably worsen 
further, because of substantial re- 
purchase obligations to the Inter- 
national Monetary Fund, repay- 
ment of short-term loans made for 
foodgrain purchases and increased 
import payments.. Reserves are 
likely to be further drawn down to 
US$300 million by end-June 1986, 
the Finance Ministry estimates. 

Bangladesh seems to have com- 
mitted itself to adjusting the 
value of the taka against the US 
dollar-by about 15% between April and 
December 1985. Already, the official 


exchange rate has moved from 
US$1:Taka 26.50 to US$1:Taka 27.09 
as of April. 


Experts believe that, even under 
most optimistic assumptions for ex- 
port growth and national savings, the 
country’s dependence on external as- 
sistance will continue for many years. 
The availability of aid in the im- 
mediate future will largely determine 
the country's growth prospects during 
the next five-year plan (1985-90), due 
to be launched from 1 July. 
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` tin billion Lire) 





















1983 
Capital and Re т 9 
Total Loans anc 42744 
Total Deposits 193817 
Total Assets (exc lug Contra аш, 242138 
Net Profit” | 133. 


* After allowing 77 billion Lire for depreciation and 167 billion Lire 
for Mica ME E. 
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—— Ву Mary Lee in Peking 

К hina's corporate tax net over for- 

eign firms has widened and 

everyone with an office in China who 
| previously paid only individual in- 
come tax may now be caught. New pro- 

- visions announced on 14 May cover 

— previously tax-free offshore earnings 

— arising out of servicing China trade. 

—— "Thenew "enterprise income tax” ap- 

à 

Ё 

h 


p fairly modest. But the problem. 


or foreign businessmen is as much in 
the timing as the general language of 
the law. They have long protested at 
the cost of doing business in China, and 
are already faced with a new round of 
price rises for food, accommodation 
and local office help. Now, commis- 
sions, rebates and fees from consul- 
tancy, market surveys and trade facili- 
tation (which includes business liaison 
апа middleman services) are being 
listed as taxable items. 

According to the tax bureau of the 
Ministry of Finance, there are about 
930 agencies in China engaged in such 
business, of which about 600 are in Pe- 
king. But most would be exempt as 
they receive no income from their 
liaison work. 

Businessmen reacted angrily when 
` the new provisions first appeared, 
— largely because the language of the law 
— Was ambiguous. At first, it appeared 
_ that two new taxes (totalling 20% of 
— relevant revenues) were being im- 
posed, retroactively from 1 January. 
Finance Ministry interviews in the 
Chinese press added to the confusion. 
Only after detailed questioning of the 
— Finance Ministry by diplomats did a 
i | clearer picture emerge. 

; Firms which provide "agency or 
| middleman services" will have to pay a 
`. 5% "industrial and commercial con- 
solidated tax" — called a sales tax — if 
they can supply documentation of tax- 
able income. Such income is from com- 
missions, rebates and fees. Where no 
— documentation is provided, the au- 
_ thorities will impute a profit of 15% of 
revenues and the standard "enterprise 
income tax" — ranging from 20-40% 
will be levied. If a company is engaged 
in sales of products as well as services, 
the different rates will apply. 

The Economic Daily quoted the tax 

ureau's director Jin Xin as saying 
- that "some agencies set up by foreign 

corporations make business contracts, 
supply information and offer trade ad- 
visory services for their customers 
| [and] take in annual payment outside 
| China. These gains have been made 
within China and come from China so, 

in line with international conventions, 
they must pay tax to the Chinese Gov- 
ernment. whether the payments [for 
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China widens the net to catch middleman services 
and causes a good deal of confusion in the process 


Foreign businessmen in China: angry rea 


services] are made in China or else- 





where." 
The new provisions cover “other 
sources" of income hitherto undefined 


in the 1981 and 1982 Tax Law for 
Foreign Enterprises (a term which 
covers management offices, branches 
and representative offices). Under that 
law, income derived from production, 
business and “other sources" are sub- 
ject to the 20-40% tax. At that time, the 
Finance Ministry did not include com- 
missions, rebates and fees. 

However, under the 1981 law, enter- 
prises also pay an additional local tax 
of 10% on the same taxable income. 
The Finance Ministry has not said 
whether this 10% tax will apply to ser- 
vice income. Exempted from the new 
taxes are representative offices ap- 
pointed by Chinese enterprises to act 
as agents "mainly outside China." 


ne confused Japanese trader told 

the REVIEW: "We will of course 
abide by the law. But the law in China 
is often not very clear. The government 
could at least have informed us in ad- 
vance. Not only were we surprised, but 
the tax is retroactive. We're going to 
have to waste a lot of time now work- 
ing out what we have to pay." 

The new provisions contain clauses to 
pre-empt tax avoidance or declarations 
of lower than actual incomes from ser- 
vices rendered. Firms are encouraged to 
supply accurate documentation and 





rate" will calculate * an appropriate 
amount of commission on the basis of 
the business volume realised and assess 
the tax accordingly." Businessmen are 
alarmed that this power to assess tax- 
able income from con- 
sultancy work should 
rest with Chinese au- 
thorities. One Western 
diplomat commented: 
"A vague regulation 
enforced by the Chin- 
ese [whose methods of 
accounting are al- 
ready subject to some 
argument| means 
there will be potential 
for big problems. " 

Several bankers 
told the REVIEW their 
representative offices 
would not be affected 
by thenew taxes, even 
though they provide 
liaison services for 
clients, because they 
are not paid for such 
work. But they may 
be speaking too soon, 
given China's desire 
to net as much 
foreign-currency tax- 
revenue as possible 
from its open door 
and economic liberal- 
isation policies. Be- 
sides, the provisions state that fees 
from head offices are taxable. “It's odd 
that remittances from your own com- 
pany, which is internal accounting, 
should be liable," a business source 
said. Many bank representative offices 
were on the verge of starting consul- 
tancy services in order to recoup some 
of the massive expenses they have in- 
curred in maintaining a presence in 
China. "But they find that the Chinese 
are one step ahead and are going to 
soak them with the new law. Goodwill 
is really going to be strained," the 
source said. 

According to one diplomat, the pro- 
visions involve questions of jurisdic- 
tion as well. They treat the parent com- 
pany's earnings (for example, from the 
service provided in China by a man 
from head office) as taxable offshore 
earnings. "That implies a violation of 
double-taxation agreements which the 
Chinese have concluded with foreign 
governments," he said. 

Diplomats initially said the new tax 
could deter the setting up of new repre- 
sentative offices in Peking. They ex- 
pect some banks and oil companies to 
cease operations, but continue to pay 
rent for an empty office because "The 
Chinese are as hard on letting you 
leave as they areon letting you in." One 
Western source said: "I can see new- 
comers who want to do business with 
China setting up a representative of- 
fice in Hongkong instead. " п 


30 MAY 1985 ө FAR EASTERN ECONOMIC REVIEW 


sei BE. Ua E 





GOOD VIBRATIONS 


From phonograph to stereo to laser disc, the development 
of the “Hi-Fi” has been nothing short of extraordinary. 
And whom should a manufacturer call when shipping such 
complex and delicate products to Europe? ScanDutch. 
We're known for the kind of painstaking, meticulously care- 
ful container transport so essential for audio equipment. 


Our Stowage Advisors are skilled professionals, ou: 
vessels fully state-of-the-art. And, of course, our record 
speaks for itself - a claims ratio so low as to be virtually in 
significant. Get the kind of transport that produces good 
vibrations for you and your customers. Call ScanDutch 


ScanDutch 9 
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The Excelsior, Hong Kong. 
The first word 
in business sense. 


ON 


J 


Hong Kong boasts 
almost as many fine 
hotels as it does camera 
shops. 
Why then, The Excelsior? 
Because The Excelsior strikes a 
brilliant balance between luxury and 
efficiency. And charges for it realistically, 
so that if your visit is to make money 
rather than to spend it, The Excelsior is a 
sound business decision. 
You won't find an orchid or a chocolate on 
your pillow at The Excelsior. But, as a businessman 
you might sleep sounder, knowing there are stock 
market reports available, a 24-hour foreign exchange desk, 
international direct dialling, and a business centre that's a lot 
more than just a token gesture. 
And of course, you could scarcely dream of a better location 
than The Excelsior’s — centrally situated between the 
commercial and the entertainment districts. 


The Excelsior, Hong Kong 


An Associate of Mandarin Oriental Hotel Group 


Hong Kong: The Mandarin. Bangkok: The Oriental. Manila: The Mandarin. 
Jakarta: The Mandarin. Macau: The Oriental. Vancouver: The Mandarin. 
Singapore: The Oriental (1986). Kuala Lumpur: The Oriental (1986). 
Hong Kong: The Excelsior, an Associate of Mandarin Oriental. 

For reservation, call TheJeading“Hotels of the"World or your travel agent. 




















DID YOUR 

COMPANY 

MAKE THE 
‘REVIEW 600’? 


One of the best ways to mea- 
sure the dynamic quality of a 
publication is to examine the 
quantity and quality of the ad- 
vertising pages it carries. Last 
year, when many publications 
were struggling to maintain 
advertising volume, the Re- 
view carried more advertising 
than at any time in its 39-year 
history. 


More than 600 companies 
from every corner of the globe 
selected the Far Eastern Eco- 
nomic Review to promote their 
message representing every 
major category of industry in- 
cluding banking & finance, 
travel, high technology, con- 
struction & engineering, li- 
quor, office equipment, luxury 
products and many, many 
more 


As the world’s premier publi- 
cation on Asian affairs, the 
Review delivers top decision 
makers in business, industry, 
government and the profes- 
sions more cost effectively 
than any other publication in 
Asia. 


To reach the elite, join the elite 
by advertising in the Far East- 
ern Economic Review and join 
the Review 600. 


For a composite of every ad- 
vertisement carried write, on 
your company letterhead, to: 


Ms. Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review Ltd. 
GPO Box 160, Hong Kong 





CME Eurodollar Options: 


Longerm Relief For Shorélerm R 


Options on Eurodollar futures 
are trading now at the Chicago 
Mercantile Exchange, and that's 
good news for those who manage 
short-term interest rate risk. 

:: Here are a few important 
reasons why. 


e CME EURODOLLAR OPTIONS 
ARE AN EXCELLENT HEDGE 
FOR CAP-RATE LOAN 
PROGRAMS 

CME Eurodollar option positions 
can protect the spread in a cap-rate 
loan by locking in the cost of funding 
if rates rise. And they don't set an 
artificially high funding level if 
rates drop. 

Eurodollar options are analogous 
to interest-rate insurance. By buying 
a Eurodollar put, the lender protects 
himself from rising rates. If rates 
rise, the increased cost of funding 
is offset by the increased value of 
the put. If rates fall during the 
course of the loan, funding can be 
accomplished at the lower rate and 
the option can be allowed to expire. 
And the cost of this protection is 
limited to the cost of the put. 


e ACCURATELY HEDGE 
UNCERTAIN EXPOSURES 

Long Eurodollar option positions 
can be the best way for banks to 
hedge uncertain rollover of deposits 
or loans. 

The rollover of deposits and loans 
is always uncertain as to volume, 
rate and timing. For example, the 
borrower always has the opportunity 
to roll over less than the full amount 
of his loan. When options are used 
to hedge this risk, the lender can 
afford himself only the amount of 
protection he needs. 

Moreover, with Eurodollar 
options, the hedger can construct 
a position that provides coverage in 
one direction and minimizes risk in 
the other. If rates move against an 
options position, the hedge is simply 
allowed to expire, and the loss is 
limited to the option premium. 


Nearby Furodollar 
Vs. 3 Month and 
6 Month LIBOR 











wn Eurodollar Future #99 Month (LIBOR) 
= se Month (LIBOR) 


Eurodollar options are based on Eurodollar 
futures. The nearby futures contracts are 
related to 3- and 6-month LIBOR, as well 
as to other short-terin interest rates, 
@ ENHANCE THE YIELD ON 
INVESTMENTS AND REDUCE 
THE COSTS OF BORROWING 

Some institutions might wish to 
consider the benefits of writing 
Eurodollar options. 

Writing options against assets 
produces a cash inflow that improves 
yield. Writing options against 
liabilities produces income that 
reduces cost. 

In both cases the option writer 


forgoes some benefits of favorable 
rate moves, but he does so for a known 
and immediate premium income. 


* ATTRACTIVE TRADING 
FEATURES 

Limited Risk. Banks can maintain 

a hedge against adverse rate changes 
and still benefit from favorable 

rate movements. 

Flexibility. Eurodollar options are 
part of a growing family of short-term 
interest rate contracts at the CME 
that includes Eurodollar futures, 
T-bill futures, six currency futures 
and three currency options. Long 
and short Eurodollar option positions 
can be used in combination with 
these CME contracts to tailor 

a hedging or trading position to any 
given market view. 

American-Style Contracts. CME 
Eurodollar options can be exercised 
on any trading day before expiration. 
Exercise Procedures. Exercising 

a CME Eurodollar option before 
expiration results in a futures position 
and does not require making or 





taking delivery of any cashinstrument. 
Eurodollar.options and Eurodollar 
futures expire on the same day and 
converge to LIBOR. At expiration, in 
the-money options are automatically 
exercised and settlement is based 

on a cash difference. Thus, there is 
no need for hedgers or traders to 
liquidate positions to avoid delivery. 
Contract pricing becomes extremely 
efficient, and all delivery costs 

are eliminated. 

The CME Market. CME Eurodollar 
options are based on the most active 
short-term interest rate contract 
offered by any exchange — CME 
Eurodollar futures. Last year more 
than 4 million Eurodollar futures 
contracts traded. And at the CME, 
Eurodollar futures and options trade 
side-by-side, enhancing liquidity 

in both markets and providing a 
continuous benchmark. of 
comparative values. 


FIND OUT MORE 
CME Eurodollar options are trading 
now. Find out how they can help you 
manage short-term interest rate risk 
more effectively than ever. Contact 
your brokers today. And contact the 
Chicago Mercantile Exchange for a 
free copy of "Options on Eurodollar 
Futures? Overseas, call 312-930-8213. 
Telex: 210214. 
T piense send me more information and z 
copy of the booklet "Ciptions on Eurodoliar 
Futures: A Strategy Guide? 


Name 














—À ү 


Telephone. Telex... 
Send to: Chicago Mercantile Exchange 


} 
i 
Marketing Services Department j 
l 
i 
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30 South Wacker Drive 
Chicago, Illinois 60606 — USA 
53085-65518 





FUTURES AND OPTIONS WORLDWIDE 


30 South Wacker Drive Chicago, finos 60606 BOQ/G31- 3392 


Telex 210214 
67 Wail Street New York 
27 Throgmonon Street Lond: 
Telex 802877 









daily nonstops from Asia to 6 US cities 


As an international businessman, it's good business to know the best way to your American destination. HONG KONG NEW YORK 

To more of America, the fastest way is Northwest Orient. You can connect with Northwest Orient in 10 TAIPEI CHICAGO 

Asian cities. And you have a choice of daily’ nonstops from Asia to more US cities than any other KÜNA RE ai: sou m °° ANGELES 
airline. In America, you've got convenient connections to over 50 US cities. Every time you fly, you SHANGHAI OSAKA SAN FRANCISCO 
can be earning free travel with Northwest Orient's Free Flight Plan. Next time you go to America, go GUAM SEATTLE/TACOMA 
with the airline that's got more going for you. Northwest Orient. OKINAWA HONOLULU 


*Effective June 6, 1985 


Now, it's Northwest Orient. ess, , 
WW NORTHWEST ORIENT 


For reservations, call your travel agent or Northwest Orient: Auckland 794-977 Bangkok 251-8470 Beijing 554175 Bombay 211440 Calcutta 431373 Cebu 92122 Colombo 597138 Guam 477-7811 
Guangzhou 61803 Hiroshima (082) 247-5741 Hong Kong 5-217477, 3-692288 Islamabad 812174 Jakarta 326439 Kaoshiung (07) 272-5505 Karachi 551215 Kathmandu 212552 Kuala Lumpur 
129633 Lahore 417220 Madras 044-87703 Makati 85-66-16 Manila 58-98-14 Nagoya (052) 562-0867 New Delhi 451605 Okinawa (0988) 58-2477 Osaka (06) 228-0747 Penang 29487 Rangoon 81638 
Saipan 7778 Scoul 753-6106 Shanghai 377387 Singapore 336-7666 Sokung 778-0181 Sydney 264-9715 Taichung (04) 220-6643 Taipei (02) 596-5951 Tokyo (03) 433-8151 

















e JIM Slater is dead, long live Jim 
Slater. The heir to that somewhat 
dubious accolade is Ron Brierley from 
New Zealand where (as in Australia 
too) folks don’t seem to have realised 
yet that in the game of musical chairs, 
someone always loses out once the 
music stops. Brierley's latest tender 
offer of shares in his Hongkong- 
based: flagship Industrial Equity 
(Pacific) or IEP is an invitation to 
dance while the music still goes on. 

This is a bit of gamble, to say the 
least. There's no point in looking at 
fundamentals such as the price/earn- 
ings ratio or the yield (a very high 45% 
and a very low 2.4%, respectively) for 
guidance, or even at net asset value, 
which comes out at around HK$5.50 
(71 US cents) a share, give or take, 
compared with a market price of 
HK$21. The only thing investors have 
to go on is the “Brierley factor." 

The Brierley factor is very much 
like the Slater factor. Both Jim and 
Ron built up empires through invest- 
ing in undervalued situations in the 
stockmarket and then selling off 
those stakes to higher bidders (usu- 
ally in the market), or taking over the 
company concerned and selling off 
the whole or bits and pieces. Some of 
Slater's unkinder critics called it 
asset stripping while apologists call- 
ed it industrial restructuring. Either 
way, Slater Walker's share price 
went racing wildly ahead of earnings 
and assets until the music stopped and 
the house of cards folded. 

There are some differences. The 
Brierley companies — New Zealand- 
based Brierley Investments Ltd (BIL) 
and Sydney-based Industrial Equity 
Ltd (IEL) as well as IEP — have not 
scattered shares around so freely to 
buy companies or bits of companies 
as Slater Walker did. They prefer to 
use cash, and then get it back from 
shareholders through regular rights 
issues. But the similarities are 
stronger than the differences, and not 
least in the hysterical way in which 
IEP's share price rose in Hongkong 
from around HK$3 to HK$57 in 1984, 
powered by New Zealand and Aus- 
tralian shareholders desperate to get 
a slice of the action. 

* IEP's only claim to a Hongkong 
listing up to now has been that it was 
born out of the shell of the former 
Shanghai Dockyards company. With 
IEL and BIL owning no less than 
84.4% of the shares (and most of the 
others in the hands of New Zealand 
and Australian fans of Brierley) a 
negligible amount of stock was in 
Hongkong hands. And IEP’s main ac- 
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tivity is warehousing 71 strategic 
stakes in United States and British 
companies plus ownership of the 
Ohio department-store chain, Hig- 
bee. So the local Securities Commis- 
sion began asking questions about 
IEP's bona-fides (REVIEW, 17 Jan.). 

If the 19 million new shares (par 
value HK$1) now being offered by 
tender are fully taken up by outsid- 
ers, the holdings by the Brierley 
camp, taking into account a recent 
rights issue, falls to 68.4% and in 
theory the amount of equity in Hong- 
kong residents' hands could rise to 
19% of the issued capital. In fact the 
claim to give “preference” to Hong- 
kong applicants is fairly meaning- 
less, given that the "striking price" at 
which shares will be issued depends 
upon who tenders highest, more or 
less irrespective of origin. 

Still, if that means that “striking- 
price" Hongkong applicants get only 
a pro-rata allocation, they should 
perhaps not be too heartbroken, 
Whatever IEP says about the true 
market worth of its investments 
being considerably above the pro- 
forma net asset value of HK$5.37 a 
share as Shroff calculates | it 
(HK$5.60 according to issuing house 
Jardine Fleming), what is not at all 
clear is just how that hidden worth is 
supposed to come through in real 
earnings and assets. IEL and BIL's 
business strategy is to build up 
Strategic stakes and sell them out at a 
profit. But such profits are tiny com- 
pared with the massive forward dis- 
counting of earnings. 

IEL and BIL intend putting most of 
their non-Australian and non-New 
Zealand business through Hongkong 
in future. Why Hongkong? Well, 
partly because it's there (IEP that is) 
but also presumably because it will 
be hari to claim non-resident 
exemption from capital gains tax in 
Britain and elsewhere, and because 
dividend income received in Hong- 
kong ‘will not be taxable. Shroff 
would not tender much over net asset 
value. IEP looks overvalued and over- 
geared, 

@ DOWN in Hongkong’s property 
graveyard, the bones are begin- 
ning to rattle. Companies from 
which, it, seemed, all life had 
long departed, refused to die but 
chose to join the undead. Now, 
with  balance-sheets decomposed 
and ghastly to contemplate, they 
stalk back to reclaim old estates, 
craving the curative nourishment 
of equity injections and cash in- 
fusions. Land auctions illuminate 


the scene like 
flashes of light- 
ning: Hongkong's 
City Hall is now 
being booked 
for occasions 
which this time 
last year could 
have been held 
in a telephone 
booth. 

More of a voo- 
doo proposition 
than Sun King 
Fung Develop- 
ment's resurrec- 
tion (page 92) is 
Citicorp's HK$200 milliomwights is- 
sue for Great Eagle Co., the property 
development and holding.company 
controlled 54% by the Lo. family. 
Rights issues are dubious at the best 
of times in Hongkong, where the re- 
lationship between companies and 
shareholders tends to be predatory 
rather than respectful, and where 
even institutional-investment hori- 
zons are notoriously short. Under- 
writers are more likely still to earn 
their fees in situations such as that of 
Great Eagle, where the presence of a 
majority stake makes it hardly 
worthwhile for other shareholders to 
subscribe simply to avoid dilution; 
and where, for that matter, the com- 
pany has been passing dividends 
since 1983, while earnings a share 
have collapsed from 26 HK cents in 
1980 to a loss of 4 HK cents іп 1984. 

Great Eagle's volatile and specula- 
tive trading record badly needs 
underpinning by simple and stable 
financing. Unfortunately, the temp- 
tations of knobs and bells have 
proved irresistible, and a tightly 
priced three-for-five rights issue has 
been gussied up as a preference-share 
issue with detachable warrants. 

Presumably, the warrants will 
have their enthusiasts among invest- 
ors. There must be some Great Eagle 
punters who consider the company's 
ordinary stock, with a price volatility 
of no more than 2,500% over the past 
five years, to be stuffy arid staid, and 
who hunger for more gearing than is 
available from the group's balance- 
sheet. On the other hand, there are 
probably investors too who figure 
that, if Great Eagle's net asset value 
really is the officially stated HK$1.23 
a share, a gradual liquidation might 
be more rewarding than bankrolling 
the directors for another plunge into 
what they nicely term “an active po- 
licy of acquiring properties for deve- 
lopment or investment.” 
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A former Japanese corporate star falls victim to press 
and political attacks, and its share price plummets 


By Bruce Roscoe in Tokyo 

yocera Corp., voted “most excel- 

lent company” last year by Japan’s 
top business daily Nihon Keizai Shim- 
bun, has suddenly become the object of 
bullying by certain Japanese politi- 
cians. And in the ensuing fray Tokyo's 
powerful business press is pulling the 
company to pieces with the same relish 
with which if built it up. 

Widely regarded both at home and 
abroad as amodel of Japan's new high- 
technology companies, the ceramic 
components pioneer is paying dearly | 
for its fall from grace. It has seen its 
share price almost halved from ¥8,550 
(US$34) in, October 1984, to the 
* 4.600 level in May. Although there 
has been a slight rebound, analysts say 
the stock has not yet hit bottom. 

Diet members have begun to air pub- | 
licly some dirty Kyocera laundry. But 
most of the company's business prac- 
tices which are now under fire — rang- 
ing, allegedly, from making compo- 





nents for United States nuclear missiles 
to selling unapproved surgical appli- 
ances — have not been newly discover- 
ed, only newly publicised. It is thus the 
timing of the attacks that points to a con- 
certed effort to bring Kyocera down, or 
shake it up. Some financial journalists 
confide that the series of anti-Kyocera 
articles has not yet run its course, so 
more accusations must be in store. ; 
What went wrong? Political and 
media invective aside, investor confi- 
dence in Kyocera nosedived in Feb- 
ruary when securities analysts revised 
their earnings estimates for the com- 
pany. Growth in sales and earnings 
had been running at 15% a year but 
forecasts for the year to 31 March 1986 
varied from 0-5%. Earnings a share es- 
timates, on a consolidated basis, were 
also scaled down, from ¥266.7 to ¥240. 
These revisions were preceded by 
cancellations of US orders for Kyo- 
cera's ceramic semiconductor packages 








Porcelain ware prized 


Even the antique business seems to have picked up after 
the settlement of Hongkong's political future 


By Elizabeth Cheng in Hongkong 


onfidence appears to be returning 

to Hongkong's antiques market. 
According to the organisers of the an- 
nual, Antiques and Fine Arts Fair 
held in Hongkong on 21-24 May, 
there has been a notable increase in 
people collecting as they become 
more confident about Hongkong's 
political future. But for most of the 
(mainly British) dealers participating 
in the fair, sales were not much better 
than 1984. 

Interest in the fair has diminished 
in the seven years since its inception, 
with less emphasis on porcelain 
pieces and more on the minor arts, 
such as ivory, Chinese textiles, fans, 
bronzes, jade and scholars’ desk 
items. Certainly, the most avidly col- 
lected Ming and Qing porcelains are 
considered by many locals to be over- 
priced, while previously neglected 
minor art items are attracting more 
interest because these are felt to be 
undervalued. Intensified smuggling 
out of China, in the past two years, 
has dampened the prices of some 
Chinese antiques, such as neolithic 
and Han pottery, many of which are 
burial objects. 





London dealers Spink and Son 
suggest that interest in porcelain is 
low because a number of the old col- 
lectors have died and it takes time for 
new and younger collectors to emerge 
to replace them. The younger set, if 
they are interested in porcelain, tend 
to favour Qing dynasty pieces, rather 
than the traditional Ming favourites. 
Jade, especially the 18th-century 
green jadeite variety, has been a huge 
success for Spink. One dealer noted 


| that most of his customers buying 


green jadeite jewellery pieces belong 
to the below-50 age group, while old 
jade (nephrite, commonly known as 
Han jade) is more popular with older 
people. 

Nothwithstanding last year's flat 
market, Hongkong has, in recent 
years, become an important centre 
for international sales in ceramics, 
jade ornaments, old jewellery and 
time pieces. With Tokyo a closed shop 
to foreign dealers, Hongkong is the 
biggest market for antiques in Asia. It 
is particularly important in setting 
the prices of Ming and Qing imperial 
porcelain (traditionally the main in- 
terest of Chinese porcelain collectors 













- d for 43% of sales 
last year. Sluggish US demand for 
office-automation equipment was 
blamed for the cancellations, and also 
the slowdown in Kyocera’s electronic 
components sales. ' 2 

More worrying for Kyocera, and in- 
vestors, was the cut-throat competi- 
tion freshly posed by Japanese makers 
of plastic-based semiconductor pack- 
ages. Dealers say the cheaper plastic 
product — under most conditions -— 
works just as well. *Ceramic packages 
are not really finished, but the impor- 
tant thing is that many investors think 
they are," said one analyst. 


Th day after a leading securities 
house privately circulated (on 15 
February) its revised forecast for Kyo- 
cera's 1985 earnings, it was alleged in 
the Diet that Kyocera's US subsidiary 
was producing ceramic components for 
Tomahawk nuclear-armed cruise mis- 
siles. Such an allegation was bound to 
incite public anger at Kyocera, and led 
to a government investigation of the 
company on suspicion of violating an 
implicit ban against the making of 
weapons or weapons' parts by overseas 
subsidiaries of Japanese companies. 

In March came the charge, also in the 
Diet, that Kyocera had made nearly 




































































in Hongkong), said Sotheby's London 
and International chairman Julian 
Thompson. Hongkong is also impor- 
tant, but not predominant, in Song 
ceramics, he added. . 

Apart from these two sectors, with 
taste broadening to earlier materials 
in recent times, Hongkong Chinese 
are now leading buyers in some minor 
arts such as bamboo carvings and 
rhinoceros horns. New York and 
London remain.the top markets. 

Turnover for the industry world- 
wide is expected to top US$1.5 billion 
this year, with Sotheby's accounting 
for an estimated US$600 million. Al- 
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#500 million from the sale of unap- 
ceramic knee, shoulder and 
‘elbow joints to Osaka Public Hospital. 
The Ministry of Health and Welfare, 
which is suppose to approve these 
items,: launched an investigation. 
Kyocera had been selling the joints 
since 1980. 
t Next to pick on Kyocera was the 
Posts and Telecommunications Minis- 
try, which in April ruled that the com- 
pany's cordless telephones — a pro- 
duct which had been on shop shelves 
since 1983 — were illegal on grounds 
that they had an excessive "electric in- 
tensity." More than 35,000 of the tele- 
phones had been 
sold апа the 
ministry has or- 
dered a recall. 
The timing of 
the ruling on the 
telephones was 
regarded with 
particular suspi- 
cion, since they 
had: begun to 
compete serious- 
ly with a similar 
product of the 
recently "pri- 
vatised" Nippon 
Telephone and 
Telegraph Corp. 
(NTT). More sin- 





though Hongkong would account for 
only about 2% of Sotheby's total 
sales, it accounts for about a third of 
its Chinese art sales. 

Nineteenth century American 
paintings — the best performing 
major sector in the antiques industry 
worldwide in the past 10 years, ac- 
cording to Sotheby’s — has met with 
flat response in Hongkong. 

Chinese snuff bottles also appear to 
have met with lukewarm response 
here, unlike in the United States 
where they have enjoyed a meteoric 
rise in popularity; Old Chinese: em- 
broideries, which attracted con- 
siderable interest in recent years and 
inevitable price ri (up by 100% 
over the past Scar cording to tex- 
tiles dealer Teresa Coleman), may 
have plateaued for the time'being. 


‘Pn general, antiquesand works of art 
Ware not for the short-tertti invest- 
ot. Thompson, who was in Hongkong 
for the company's Chinese ceramics 
auctions, stressed that “works of art 
‘as pure investment is not something 
“we would recommend." As an'exam- 
"ple; he pointed ott that'*though 
‘Chinese ceramics (the second-best 
‘performer after'Amefican paintings), 
‘in US-dollar terms, Wave bettered by 
more than half the Dow Jones'Index’s 
perforníance in the past 10: years, 
Dow Jones has:done better in the past 
three years. Foreign-exchamge ad- 
justments, however; may meafi that 


VAR EASTERN ECONOMIC REVIEWre 30 MAY 1985 





, 8 RANT: S ees 
proffered by some analysts 
ministry’s action was part of a broader, 
NTT-inspired campaign indirectly 
aimed at discrediting Daini-Denden, a 
Kyocera-led grouping of companies 
that is planning to launch a digital- 
telecommunications service. The NTT 
monopoly on such services was osten- 
sibly broken as of 1 April. 

Sources close to Kyocera, however, 
do not subscribe to conspiracy theories 
of this magnitude. A more likely cause 
of much of the damage to the com- 
pany’s image is held to be rooted in the 
discontent of Kyocera staff, particu- 
larly young technicians who have been 
deserting the company in considerable 
numbers as of late — and talking. 

The high staff turnover is blamed on 
such pre-World War II practices as 
early-morning company prayer and 
prep sessions — Kyocera -president 
Kazuo Inamori has widely acquired 
the nickname of “kami-gakari” (god- 
man) — and the rule that employees 
must run from the sessions to work. 
Kyocera has declined all comment. 

On 16 May, Kyocera attempted to re- 
gain some of its lost stature by an- 
nouncing that executives this year 
would take a°10% cut in their bonus 
payments. Kyocera said this was to af- 
firm that the-responsibility for recent 
offerices lay with management. п 





ceramics have appreciated more than 
the index has indicated. 

Sotheby's monitors the antiques 
market through 11 indices on major 
segments of the industry. Each index 
is a representative sample of a market 
sector which is periodically revalued 
by Sotheby's experts as and when in- 
formation on market movements be- 
come available аба result of sales. On 
the basis:of such calculations, 19th- 
century American’ paintings have 
risen nearly six times in value since 
1975and Chinese ceramics more than 
five times. In the 12: months to May, 
Chinese ceramics have remained un- 
changed from the previous 12 months 
when it cHatked up an 8% rise. Ame- 
rican paintings registered a 6% in- 
crease conrpared with a 24% rise in 
the previousiperiod. 

Period American funiture has risen 
rapidly inqvalue in the past three 
years and may have some way to go 
before it peaks. It was the best anti- 
ques performer in the 12 months to 
May, rising by 34% in value. Ancient 
bronzes have appreciated substan- 
tially — about 50-100% in the past 
three yearsii— said Thompson. The 
best time for collecting Ming pieces 
was in the eatly 1970s when they were 
still considerably undervalued, deal- 
ers'noted. The record price paid for a 
Ming was iw:1981 when a blue and 
white jar of the Xuande period was 
sold for £720,000 (US$907,944) (plus 
premium). 
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YOUR FUTURE 
TODAY! 


ROMCONSULT 


Romanian Consulting Institute 


ROMCONSULT provide à wide range 
of consulting-engineering services 


@ surveys: geological, geophysical, 
hydrological, hydrographic, soil, topo- 
graphic 

€ district development plans 

© studies: planning, feasibility, market 
(economic and financial), technical, 
sociological 
designs: architectural and town 
planning, structure engineering, soil 
mechanics, seismic, mechanical, 
electric and industrial 
quantity control, price estimation, 
preparation of bidding documents and 
tender organizing 
supervision: buildings, equipment and 
installations inspection 
technical assistance and consulting 
services 
turn-key projects and management 
civil works, equipment and plante 
rehabilitation 
personnel training 
transfer of technology, licences and 
know-how 


ROMCONSULT capability cover the 
following fields 


agriculture апа rural development - 
construction end materials industry 
education - power - environment - health 
industry - population - telecommunications 
tourism - transportation - urban 
development - water supply and sanitation 


| ROMCONSULT 


| ROMANIAN CONSULTING INSTITUTE 


Б 


70100 Bucharest-Romania 
7, Matei Millo St. 

P.O.B. 1-757 

Telephone: 33 27 20 
Telex: 11 650 Я 

Cables: ROCONS R 
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Hongkong financier Fung King-hey digs deeply into his own 
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pocket to cancel the debts of a'collapsed property company 


By Robert Cottrell in Hongkong 


т proposed reconstruction of col- 
lapsed Hongkong property com- 
pany Sun King Fung Development 
(SKF) is a testament to the deep poc- 
kets and family pride of Fung King- 
hey, founder of the Sun Hung Kai fi- 
nancial-services group, who bought 
SKF in search of quick capital profits 
from the tail-end of Hongkong's prop- 
erty boom in 1980, but who instead 
reaped disastrous losses. 

The debt reconstruction tailored by 
Standard Chartered Asia would re- 
store SKF to positive net worth mainly 
by the forgiveness of HK$161 million 
(US$20.6 million) of shareholders’ 
loans made by the Fung family toSKF. 
The company’s shares were due to re- 
sume trading in Hongkong on 24 May 
after a nine-month suspension, in pre- 
paration for a capital reorganisation. 
One effect of the restructuring will be 
to raise the Fung family's controlling 
interest from 54.2% to 77.9% by 


Causeway Bay before collapsing. 
SKF held only 16% of the joint-ven- 
ture’s equity, but guaranteed the 
whole of a syndicated project loan, 
of which more than HK$200 million 
is currently outstanding. Standard 
Chartered says the lending bankers, 
led by Manufacturers Hanover, have 
agreed to commute SKF's potential 
liability into a fixed payment of 
HK$35 million. 

Tony Fung Wing Cheung, who suc- 
ceeded his father Fung King-hey as 
SKF's chairman last July, told the 
REviEW that the family-financed res- 
cue was “the most responsible way of 
dealing with our 9,000 public share- 
holders." A banker involved in the re- 
structuring agrees: “Fung [King-hey] 
has reached a point where the dollars 
and cents are less important to him 
than his standing. People may have 
various views of him, but they can't ac- 
cuse him of not trying." Another bank- 




















a capitalising a further HK$10 million of | er says that, while SKF may now be 
E advances. viewed cautiously as a borrower, the 
ү SKF would emerge from reconstruc- | reconstruction keeps the necessary de- 
s tion in a smaller and simpler form. | gree of faith with its existing lenders: 
Р Shareholders’ funds, which stood at a | "It's difficult to say how banks would 
Rr positive HK$791 million at the end of | react [to new credit requests]. Proba- 
E 1981, and a negative HK$161 million | bly on an individual project basis. 
" as? plus the Asia Yearbook at the end of 1984, would swing back to | From my point of view, Sun King Fung 
+ ; ] a positive НК$21 million on a pro- | doesn’t stink.” 
» раз e зрте лале ate forma 1984 year-end balance-sheet. Even as reconstructed, SKF will still 
Ай the coupon below and automatically receive the SKF says this figure incorporates Sep- | be highly geared, with debts equal to 
P Yearbook. It gives you Asia minus the mystery. tember 1984 property valuations, and | four times book net assets. In the 
Minus the myth. A country-by-country survey of would rise to HK$50 million based on | longer-term, some form of new equity 
Asia. Everything from Finances & Currencies to an April 1985 revaluation. The old | issue might be desirable both to de- 
D degna =a ol ag Alfaire.. The. only single SKF's assets included smallstakesina | crease gearing and to increase the 
F- | sprawl of ill-fated joint ventures, | number of minority shares. Alterna- 
> Rate: Soft cover US$21.95 or HK$170 (or which had brought it into partnerships | tively, the company may now be small 
F ps pee BH age ico 2 the with two of the main catalysts of | enough to attract a buyer interested in 
к arbook subscription rate shown Hongkong's property slump, the | acquiring a Hongkong stock-exchange 
a د‎ send the total, with the completed || Chung family and Carrian groups, | quotation rather than a going-concern 
D o of OUT largely bankrupt. property business. п 
ES is structured” "WH 
US [| коше enter my subscription or || around a single Uc teg 
$ | C) 3months || large eurrent 
. | 1 6 months | project, the con- 1972: Incorporated as Hongkong and Kow- 
! | 0 1 year | struction of a loon Commercial (Holdings), 
, Please include the Yearbook at extra complex of tower 1980: Sun Hung Kai Securities (SHK) ac- 
" | U8921.98/HK$170. For airmail delivery, bio js { wi quires 88.9% stake, renames company Sun 
please add: USS6/HKS#5 | H c " n e King Fung Development (SKF), reduces 
h 1 Баа езү" ongkong new stake to 51.41% by 1981 year end 
E town of Tsuen. | 1982:SHK reduces SKF stake to 46%, tak- 
d Name =. | Wan, in which ing Кон рыдан, аз реп of a larger 
m» ‹ deal bringing Merri inch into partner- 
М: | me. x E ida ship with SHK Securities moe 
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ч x March 1983: Fung King-hey buys SHK’ 
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а l О Jetspeeded О Surface mail disentangling it- to 54% 
fi р PAM piae 10 Far Ion enone inion encoded || self from the con- August 1984: Shares suspended pending 
Е 1 | To: Circulation Manager | sortium which proposals for financial reconstruction. 
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| | hel: built the family to {Оте dats, raise а 
WONC 0530 oover Centre in 77.9%. 
\ НРА MGs ees аан MM bu qus e | Hongkong's 
Е 92 30 MAY 1985 ө FAR EASTERN ECONOMIC REVIEW 
: E > TaN aut 

















M ANZ lifts profits 


Australia and New Zealand Bank 
(commercial and.savings bank), Aus- 
tralia. Six months to 31 Mar. 1985. 

Turnover A$2.75 billion (US$1.9 bil- 

lion) vs A$1.57 billion. Pre-tax profit 
7 A$291.1 million vs A$255.22 million. 
-After-tax profit A$140.14 million vs 
A$135.96 million. Interim’ dividend 
15 A cents, unchanged. Profits held 
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| Hongkong Telephone (sole telephone 
operator in Hongkong). 15 months to 
.31 Mar. 1985 (previously financial 
year ended 31 Dec.). After-tax profit 
HK$623 3.7 million (US$80 million), 
"up 24% annualised. Turnover 
HK$4.1 billion, up 20% annualised. 
Total dividends HK$2. 2; up 23% an- 
nualised. Record g growth in interna- 
` tional telephone service boosted pro- 

fits. Financial year has been adjusted 
‚ to meet requirements of new parent, 
| Cableand Wireless plc. 





































gion. 


The matrix consists of the 11 regional countries in- 
cluded in the charts, plus the United States, Canada and 
а further 14 countries in Europe. These countries ac- 
. counted for 76%. of world trade (in 1983) and between 
70% and 90% of each Pacific economy's trade. Using | 
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Fhe REVIEW this week begins publishing weekly charts 

showing movements in the effective exchange-rate 
indices for 11 major Asia-Pacific currencies: the Japan- 
ese yen, South Korean won, New Taiwan dollar, Hong- 
kong dollar, Philippine peso, Indonesian rupiah, Singa- 
pore dollar, Malaysian dollar, Thai baht, Australian dol- 
lar and New Zealand dollar. The indices have been 
constructed by London stockbrokers Phillips & Drew, 

г using a matrix specifically designed for the Pacific re- 


wz Forest rodücts аген roduc], 
New Zealand. Year to 31 Mar. 1983. 
| After-tax profit 


NZ$110 million 
(US$50.46 million), up.45%. Turn- 
over NZ$1.1 billion, up 32%. 
Analysts forecast static profits for 
current year in the light of falling 


p pulp prices and slower local demand, 


Suzuki zooms ahead 


| Suzuki Motor (vehicle manufactur- 
er), Japan. Year to 31 Mar. 1985. Net | 
profit 6.03 billion (US$24 million) | 


vs X5 billion. ‘Operating. «profit 
318.03 billion vs ¥12.84 billion. 
Sales ¥580.84 billion vs €524.26 bil- 
lion. Dividend ¥6.5, unchanged. 
Company forecasts net profit of ¥9 


| billion for current year on sales of 
. ¥680 billion, 


Westpac buoyant 


Westpac Banking Corp. (Australia's 
largest banking group). First half to 


31 Mar. 1985. Net profit A$185.42 
million (US$126.6 million) vs 
A$143.52 million. Extraordinary 






















A$2.34 billion. Interim dividend 134 
cents, unchanged. Company faci 
increased competition irom sever 
new banks as a result of recent de 

gulation of the banking i 1 


AHI rises 


| 

| 

| 

| 

| Alex Harvey, Industr 

| building products), › 
| Year to 31 Mar. 1985. Af 
j4 

| 

| 

| 

| 
















NZ$50. 6 million (US 
up 33%. Turnover N ) 
up 37%. Company i is unde: 
bid by forestry company C 
Holdings. 


_ Pusan Steel firms. 
Pusan Steel Pipe Corp: 

ducer), South Korea, Year 

1984. Pre-tax profit V 
| (US$2.1. million) vs Wo 
| Sales Won 158.85 
| 130.5 billion. Divid 
Won 25. Projected sales of 
billion in 1985 are depende 
tinued access to foreign mark 
| ticularly the United States. 
































EFFECTIVE EXCHANGE RATES 


trade weights based on bilateral trade flows and a В 
of England methodology, Phillips & Drew has 
structed a nominal effective inde 
change rate based on the averag 
trade weights are updated annually to reflect the previ 


‚ ous year's trade 
indicators. 
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These indices, hitherto unavailable in this form, rë 
flect the value of a country’s exchange rate vi 
those of its пик and its competitors, on à. 


{ each country’s e 


flows, making these current weight 
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- fort to regain recent lost ground. 


SINGAPORE: The market recovered in active 
trading with the Fraser's Industrial Index add- 
` ing 168.02 points to close at 4,588.45 on 20 May. 
Analysts maintained that the market had con- 
solidated in the previous month or so and posi- 
tive developments in the leadership crisis in the 
Malaysian Chinese Association came as a much- 
needed booster. Major banks have reduced in- 
_ terest rates which has made cheaper financing 
available for investors. The flow of hot money 
into the booming Hongkong market also ap- 
. peared to have slowed down in anticipation of a 
correction there. Gains during the period were 
- made by all sectors except mining and plant- 
ations. A daily average of 12.71 million shares 
_ were traded during the five-day period. 


_ KUALA LUMPUR: In contrast to the dreary 


trading characteristic of past months, sentiment 
. once again rose during the period as traded 
values climbed to M$76 million (US$30.8 mil- 
- lion) from M$64.5 million in the previous period. 
_ Average daily volume also increased to 7.1 mil- 
lion shares from 5.6 million in the previous 
riod, with prices moving up by 37 points on 
r's Malaysia Index on the final day. Corpo- 
| rate developments boosted sentiment. 


` HONGKONG: Sentiment continued on a 


buoyant note with prices rising steadily for most 
of the period. The Hang Seng Index surged to a 
— new four-year level of 1,647.88 on 17 May but 
_ eased on the last trading day on inevitable profit- 
a taking to close at 1,638.47, up some 10 points on 
the period. Turnover averaged HK$335.04 million 
_ (US$42.9 million), down on the previous period’s 
HK$430.82 million. Investors are in a nervous 
~ mood in anticipation of further profit-taking. 
` But favourable news on the property front con- 

tinued to fuel growing confidence in various blue 
(i “chips. А 































— MANILA: А string of trades on Philippine Over- 

. seas Drilling (Philodrill) A and B shares on 17 
" E pushed the combined turnover on both the 
Manila and Makati exchanges to 824.2 million 
shares worth P17.6 million (US$951,000), Total 
— volume was nearly two-and-a-half times the 
1 ` previous period's mark while aggregate value 
was up 52%. The Philodrill deals amounted to 

some P7.2 million, or 40.7% of the period's total 
К P value turnover, and helped push the oil index up 
by 0.016 of a point to its closing 0.664. Also mov- 
ing up were mining prices, sending the Manila 
. mining average on a 2.2% climb to 669.95 points. 
Market leaders Philex, Atlas and Lepanto were 
all gainers. Commercials-industrials remained 
- dull as its index shed 0.76 of a point to:close at 
3 128.96. 


AUSTRALIA: The Australian All-Ordinaries 
` Index crossed the 900 level for the first time early 
` in the period, on the back of promised spending 
cuts announced by the government and a firmer 
Australian dollar. Major indices bounded up to 
record highs and continued to hover there, Star 
performers were the three commercial banks, 
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Fruitful pickings for: most 


BULLS had a field day in Asia in the period to 20 May. All Bat one market — South 
. Korea — chalked up significant gains. Singapore and Malaysia scored most in an ef- 


ї — ET 


with Westpac Banking and the Australia and 
New Zealand Bank announcing first-half re- 
sults. Surging world metal prices and a strong 
Wall Street helped the All-Ordinaries close the 
period 6.2 points higber at a record 904.6. The 
All-Industrials was EA 10.6 poipts to 1,259.7 and 
the All-Resources Index up 6 points to 626.1. 


NEW ZEALAND: Strong profit performances 


accompanied by sizable bonus issues and gener- 
ous dividend increases drove the market higher 
again in the latest period. Bid rumours in the 
background also helped to keep sentiment bul-- 
lish. Overseas buying interest in selected leaders 
was reported, adding further tó the upward pres- 
sure on share prices. The continued upward 
trend in interest rates is still being disregarded 
by the market. 


TAIPEI: After successive declines over the past 
10 periods, the market experienced its first rise. 
The weighted stocks index jumped 22.52 points 
to close at 745.90. The immediate cause of the re- 
bound was a drop in the Unitéd States prime rate 
announced by several major banks. Institutional 
investors took the opportunity to buy at a level 
many analysts thought was close to the bottom of 
the market's downturn. Average daily transac- 
tions were up at NT$493 million (US$12. 3 mil- 
lion). 


" ДАР! 
SEOUL: with worries about the economy at the 
forefront of investors’ minds, the market had 
another bad period. -The. index dropped. 1.21 
points to.131.4, the lowest level of the year. Aver- 
age trading volumes took another fall.down 1.02 
million to 8.35 million, Widespr ead.demonstra- 
tions on university campuses helped, fo sap in- 
vestor confidence and news later in the period 
that economic growth slowed:to 4.1% in the first 
quarter due to sluggish exports had a dampening 
effect on the latter part of the period, 


TOKYO: Electronics, especially semiconduc- 
tors.and related shares, took a plunge, setting а 
downward pace for blue chips across the board. 
Several Makers’ earniags forecasts were low- 
ered, largely because of a depressed office-equip- 
ment market and worries over a slackening of de- 
mand in some overseas markets. Kyocera con- 
tinued to fall though there was a slight rebound. 
Interest persisted in the housing sector. At 20 
May the Daw-Jones Average settled at 12,559.10 
points, the 5:33 mil highest level. Daily volume 
averaged 429 33 million shares, 


BANGKOK: Helped by a strong and consistent 
Siam City Cement, and ba nd finance 
stocks, the Book Club Index Нобай {о 142.02 оп 
17 May. But profit-taking towands the period’s 
end pared ‘some gains. The index closed the 
period at 141.11, up 33 31 points on the prevítts 
close. The major gainer was Bata, while losersin- 
cluded CCC Finance. Volume rose to 2.56 million 
shares worth some Baht 418.7 million (US$16.3 
million), making a daily average turnové? of 
Baht 83.7 million. 
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THAILAND 


Bangkok Book Club Index 
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From the shortest domestic flight to the longest international flight, Lufthansa offers First 
Class service on all its aircraft. 
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Common wisdom had it that, to succeed in 
business, one needed only good connections 
at the right bank. 


Today, it is the bank that needs to have 
those connections; instant access to 
resources and information that will enable it 
to act decisively on behalf of its clients. And 
to do so anywhere in the world, not just in 
that bank’s sphere of influence. 


HongkongBank today, in addition to 
being the most experienced banking group in 
the Asia Pacific region, is one of the largest 
financial organisations in the world, with more 
than 1000 offices in 55 countries. 

So, no matter where in the world your 
business interests may take you, 
HongkongBank connections will keep you 
connected. 


Talk to us today. Anywhere. 


HongkongBank 


Marine Midland Bank * Hongkong Bank of 
Canada * The British Bank of the Middle East 
Hang Seng Bank Limited + Wardley Limited 

Wardley London Limited 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1983 
EXCEED US$60 BILLION. 


2885 





lll LETTER FROM LUBUK ANTU 











h the tradition of "bejalai" — literal- 

ly, going away for a while the 
Ibans (sea Dayaks) of Sarawak, in re- 
cent years, have spread worldwide. 
When not migrating to find work in 
Sarawak's urban centres, they have 
gone off to the job markets of the North 


Sea, the Gulf, Thailand, Indonesia, 
Brunei, Australia and even Vene- 
zuela 


So widespread has been bejalai that 
today's visitors to the famed long- 
houses — the traditional communal- 
family dwellings — find them almost 
deserted. As entire families (no longer 
just able-bodied menfolk) take part in 
bejalai, a few old villagers and young 
children are all that remain of these 
once-busy communities. Iban politi- 
cians in the Dewan Undangan Negeri 
(state legislative assembly) have noted 
the trend with growing concern, par- 
ticularly over “the consequences of 
prolonged male absence in the rural 
communities. " 

Although traditionally a sojourn, 
bejalai in the past has meant more 
specifically the collection of jungle 
produce or trading at considerable dis- 
tance from longhouse communities 
Family stability, however, was en- 
sured since bejalai corresponded with 
paddy cultivation: longhouse-dwellers 


| left during the slack months and re- | 


turned for the busy October-March 
period when the men were needed to 
help with the harvest. Thus, bejalai 
provided an often-lucrative sideline to 
the community's main occupation of 
paddy planting 

In its cultural context, bejalai 
draws on Iban mythology, packed 
with tales of young men who under- 
took hazardous journeys and triumph- 
ed in the end — often a beautiful girl 
was the prize. In that aspect at least, 
bejalai was for the adventurous youth 
who wanted to sow their last wild 
oats before settling down and raising a 
family in the longhouse communities 

Community elders note that “bejalai 
was, and still is, a source of inspira- 
tion for voung men to emulate the cul- 
tural heros, and leave the longhouses. " 
For those returning from bejalai, a 
ritual festival (gawai) is put on, en- 
hancing the returnees' status within 
the community 

In today's context, bejalai is caught 
up with pull factors much stronger 
than in the past, when a man could re- 
turn home more or less when he 
pleased. On construction for 
example, where Ibans are a common 
sight (particularly in Sarawak and 


sites, 


| Brunei), men are employed usually for 


the duration of the project. And for 
those employed on offshore oil rigs, 
where the work schedule provides lit- 
tle if any opportunity of returning 
home, Ibans usually opt to remain on a 
permanent basis, employing others 
back home to help with farm work 
Married men often bring their families 
to stay in a nearby town 

Skilful and reputedly hardworking, 
the Iban are much in demand by multi- 
national oil companies, as derrick men, 
riggers, and drillers on offshore plat- 
forms. Of 17 men recruited recently by 
a West German drilling company for 
work in North Yemen, 13 were Iban 
Back home, Ibans constitute the 
majority of riggers and offshore der- 
rick men in Miri and Brunei 


t is not easy to differentiate between 

traditional bejalai, rural-urban mig- 
ration, or even labour export overseas 
Immigration does not record the pur- 
pose of migration, while the Labour 
Department just maintains statistics 
on Ibans working in Sarawak, not any- 
where outside the state. Illegal migra- 
tion further compounds the statistical 
mess 

It would seem that the intensity of 
the current and prolonged economic 
recession provides the backdrop to 
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present-day bejalai. Both rubber and 
pepper, the main cash crops in the Iban 
economy, have hit rock-bottom prices. 
Average daily earnings from rubber is 
M$10 (US$4) per family. Inclement 
weather, rising production costs, low 
yields from often aging trees further 
reduce earnings. In contrast, heads of 
households can average wages of M$20 
a day for unskilled labour on Brunei 
construction sites. And earnings in- 
crease with overtime. 


A’ inherent danger is that bejalai 
could “destabilise” rural commu- 
nities in Sarawak, even arrest develop- 
ment. Iban on bajalai with their whole 
families could put down new roots 
within an urban context, permanently 
severing their ties with the longhouse 
culture. The Batang Ali Iban are an ex- 
ception. Huge, billion-dollar hydro- 
electric schemes under way, and in 
need of manpower, have forced the re- 
turn of many Iban on bejalai — not just 


for jobs but for compensation 
impounded farm properties 

In general, however, many Ibar 
families remain on permanent bejalai 
or at least for an extended duratior 
especially in Sibu, Bintulu and Miri 
For those in Brunei, the options are 
simple: either return home, to th: 
longhouse, or resettle in urban Sar 
wak 

Squatting and urban erime appeal 
to have increased with the Iban bejalai 
phenomenon. For those working on 
construction projects, make-shift ac- 
commodation is available on-site, but 
not for those working with other com 
panies. In Bintulu, the job boon 
slowed with the completion of the 
LNG plant, leaving many 
workers unemployed and unwilling t« 
return home 

From farming to oil rigs and 
struction sites, the bejalai tradition 
could urbanise the Iban as never be 
fore. With new skills 
Iban on bejalai have carved a niche for 
themselves in the changing workforce 
of Sarawak — JOE FERNANDEZ 
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Fifteen years ago, we designed and 
built Concorde, using technologies never 
previously seen in a commercial aircraft. 

Today, the Airbus remains at the 
cutting edge of technology. The proof : 
Shortly we'll be introducing the 
Airbus A320. The first of a new 
generation of safer, more efficient aircraft. 

In the new Airbus A320, *flying by 
wire" will replace the conventional aircraft 
controls, making life much easier for the 
pilot. In terms of comfort, safety, and 
flight monitoring. 

By means of a mini-stick, the pilot can 
transmit extremely precise commands 
and check they've been carried out on a 
visua! display — part of an entirely new 
concept in cockpit instrument panels 
designed to make all flight data easily and 
immediately available to the pilot. 

At Aerospatiale, high technology is 
our stock-in-trade. That's how we meet 





both the interests of the passengers and 
the economic requirements of the airlir 
And that's what makes Aerospatial 
special. 
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SEE aerospatiale 


that's special.that's aerospatiale. 


Holiday Inn Park View Singapore 
Opening Spring 1985 


Located at the junction of Cuppage and Cavenagh Roads, just off the main 
business and shopping artery of Singapore — Orchard Road 

320 luxurious guest rooms and suites designed for maximum comfort and 
relaxation 

Business centre offering full executive services 

Three well designed function rooms for meetings. seminars and banquets 
Concierge floor with express check-in: private lounge with library and 
recreational facilities, 24-hour butler/maid service and complimentary 
continental breakfast 

Rooftop swimming pool. health club and sauna 


* New Orleans — an elegant restaurant with the jazz-era ambience of 
old New Orleans, specialising in seafood and creole 
dishes 

* Fragrant Blossom — serving the finest in Cantonese cuisine 

* Tandoor — offering a variety of dishes prepared in the 


traditional Indian style. 

* Window on the Park much more than a coffee shop, with an extensive 
menu of Asian specialities, European favourites and 
light snacks. 

Clemenceau's comfortable lobby-level cocktail lounge with dive 
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otday Inn Giant Panda 
needs your help 
tO Survive 
NCE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 


depends for its survival on huge amounts of 
bamboo 








Area Sales Dire 
Republic of Singa 


Actual Park View Room 


But that's just one of the problems facing the 
Panda 


Го ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu 


The Giant Panda is an endangered animal 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 


But WWF needs money ~ your money 
Please send contributions to the WW'F 
National C Jrganisation im your c тту or direct to 


WWF International, 1196 Gland, 
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NOW OPEN 


The hotel that 
you and Singapore have 


been waiting for! 


At last there’s a luxury hotel in Singapore that offers tourists and 
business travellers everything they need and want. Without the unnecessary 
and unwanted ‘extras’ that other luxury hotels offer. And charge extra for. 





| An introductory discount of 35% April 15-September 30, 1985 


* Superb accommodation 

476 spacious rooms and suites 
— all with a mini-bar, a telephone 
allowing International Direct 
Dialling, 5-channel colour TV, a 
well-appointed bathroom with its 
own extension telephone, indivi- 
dual air-conditioning control, and 
24-hours-a-day room service. 


* Fine international cuisine 
Three superlative restaurants: 
The River Palace for Chinese 
delights, Il Giardino for Nouvelle 
Cuisine and other European 
specialities, and Ginga — with a 
Sushi Bar and a Teppanyaki Grill 
— for authentic Kaiseki cooking. 
And a coffee shop.that never closes. 


* Great facilities 
A swimming pool with a pool- 
side bar. A Health Club with a 


sauna — and Shiatsu Japanese-style 


massage on request. A discotheque 


that swings into the early 
mornings. And private rooms for 
parties, large or small. 


* A prime location 

On Havelock Road, by the 
scenic Singapore River — 
convenient for sightseeing, and 
just five minutes away from the 
main business area, Chinatown and 
Orchard Road, with its myriad 
shops and stores. 


* Everything for the 
businessman 

Private rooms for conventions and 
smaller meetings — with full audio- 
visual equipment etc. available in 
house. Plus telex and facsimile 
facilities, secretarial assistance, and 
access to other services. 


The five-star hotel that 
just isn't priced like one 


CRIN ew 
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382 Havelock Road, Singapore 0316. Telephone: 7329922. 
Telex: RS55454 RVHTEL. 
For reservations in Japan, call Asahi View International. 
Tokyo — Telephone: 03-271-9754. Osaka — Telephone: 06-201-1345 
Owned by Keck Seng Hotel Pte. Ltd. 
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R IINE OAK a FAR FASTERN ECONOMIC REVIEVI 


Wherever you're considering 
a pharmaceutical project, Foster 
Wheeler is just what the doctor 
ordered to get the job done right. 

From bulk pharmaceuticals 
to finishing operations, prescription 
or OTC drugs, Foster Wheeler 
has the experience, specialized 
know-how and resources you need. 

For two decades, major phar- 
maceutical manufacturers have 
turned to us for both large and 
small projects. 

Currently, we are responsible 
for the design, engineering, con- 
struction supervision, and overall 
project management of ACDIMA, 
a $335 million grassroots multi- 
purpose bulk antibiotics produc- 
tion and finishing plant in Iraq. 


This state-of-the-art-complex will 
use both fermentation and organic 
synthesis to supply a broad range 
of antibiotics. 

But regardless of size, every 
project is important to us. Our 

“Pharmaceuticals and Fine 
Chemicals Group” is a major 
division of Foster Wheeler SPEC. 
This specialty engineering subsid- 

iary provides the advantages of 
dealing with a small, flexible 
engineering firm backed by the 
worldwide resources of a Fortune 
500 company. 

Every client and every proj- 
ect, large or small, get the atten- 
tion they deserve. And our GMP 
Committee makes sure that every 
jobis in FDA compliance. 


And if you are considering 
the potential of biotechnology, 
Foster Wheeler’s association with 
Applied DNA can provide you a 
fully integrated biotechnological 
service from conception to scale- 
up to a completed plant. 

Whatever your pharmaceuti- 
cal needs, Foster Wheeler has th: 
right prescription. 

We speak your language 


Foster Wheeler Asia Limited 
Hong Kong — Ocean Centre 
Tel: 3-721-1711 Tix: 37512 
Singapore — Shaw Centre 
Tel: 733-5216 TIx: RS39292 


FOSTER (7] WHEELER 


We can fill any prescription, 
in any language. 


tS m E 


(Antihypertensives) 
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Positive Pakistan 


Husain Haqgqani's analysis of the poli- 
tical changes in Pakistan, in Power in 
Pakistan, Enter the Prime Minister [16 
May], is perceptive and encouraging. 
After eight years of military rule, the 
Pakistani people yearned for relief and 
change. They did not merely sit and 
wish as the hardline opposition politi- 
cians would have them do; they acted. 
Through their decisive mandate, the 
Pakistani people have opted for 
change without sacrificing stability. 
The situation in Pakistan is pregnant 
with new possibilities and new oppor- 
tunities. I am confident that the coun- 
try's new leaders, and especially the 
new prime minister, Muhammad Khan 
Junejo, will rise to the occasion. 
Already Junejo is introducing 
changes without tampering with the 
fundamentals laid down by the found- 
ing fathers of Pakistan. This is just 
what the people of Pakistan desire. 
Hongkong M. A. KHAN 


Foreign journalists are almost never 
fair in their coverage of Pakistan, 
mainly because of their aversion to 
Islam and Pakistan's conservatism. 
They tend only to meet those Pakis- 
tanis who are culturally their peers 


LETTERS TO THE EDITOR 





and almost never present the other 
side's case. 

Your magazine is a notable excep- 
tion. As a reader of many international 
newspapers and magazines, I can 
safely say that your Pakistan coverage 
is fair and balanced. Reading Husain 
Haqqani's articles, it was refreshing to 
see quotes of many people whose views 
would never find their way into the 
stories of other journalists. With the 
REVIEW, I know at least someone out 
there holds interviews outside the Ox- 
ford-Cambridge alumni circuit. 

A majority of Pakistanis oppose 
martial law but are willing to give Pre- 
sident Zia-ul Haq and Prime Minister 
Muhammad Khan Junejo a chance to 
establish a democratic system. We 
clearly do not want the return to power 
of feudal politicians who have demo- 
cratic pretences but are likely to estab- 
lish a civilian dictatorship. These peo- 
ple are liked by the Western media be- 
cause they went to Western schools, 
speak in Western terms and are happy 
to share a whisky with the visiting 
newsman. 
Lahore MOHAMMAD NAZEER 
It was gratifying to read your COVER 
STORY on Pakistan. To many Pakis- 
tanis the martial-law era was like a 














in its business 
facilities." 
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“My favourite hotel in Kuala Lumpur 
includes a swimming pool 


Frequent visitors to Kuala 
Lumpur have a special 
regard for The Regent. At 
once you are made 
welcome in traditional 
Malaysian style and the 
anticipation of fine dining 
is always most pleasantly 
fulfilled. With a Health 
Club to keep you fit, an 
Executive Centre to simplify 
your business day, and 
above all, sincerely 
gracious service — is there 
really any other place to 
stay in Kuala Lumpur? 
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pitch-dark tunnel but now it appears 
there is light at the end of it. 

The new civilian government is 
heading towards more and more ac- 
countability to the people, instead of 
the military. And this move was ini- 
tiated with the blessings of a president 
who rode in on a tank. 

Clearly, Pakistan has happier and 
brighter days ahead. The opposition 
should read the writing on the wall and 
let democracy march on. 


Hongkong SYED ALI 


Prophet of gloom 


I have not written to the REVIEW for 
many years: the last time was 26 March 
1973. If you will study the movements 
of the Hang Seng Index since then vou 
will note that clear "sell" signals were 


| indicated by me at that time and what 


followed the above-mentioned date is 
history — the index fell sharply and 
the market was in the doldrums for 
many years. [The market peaked at 
1,774.96 on 9 March 1973.] 

I have studied your market carefully 
over the past 18 months and feel that 
though the circumstances have 
dramatically altered since 12 years 
ago, the signal from the market is 
“sell.” 


London 'HARDBITTEN' 


Reviewing the reviewer 


You owe readers of the REVIEW an ex- 


| planation as to why a Pakistan Gov- 


ernment official has been given space 
for a misleading review of my book, 
The Pakistan Army [2 May]. Col Siddiq 
Salik, when I knew him, was an army 
public relations officer; he is now press 
secretary to President Zia-ul Haq. 
Should you not have selected a truly 
independent reviewer — your own 
Salamat Ali would have been ideal — 
or at least have identified Salik's offi- 
cial status? 

The review is a hatchet job of the 
crudest sort. Salik is the author of a 
book on the tragedy of the Pakistan 
Army in East Pakistan/Bangladesh 
and must know better. I have used his 
own book as evidence of strains be- 
tween Bengali soldiers and West 
Pakistanis. The REVIEW documented 
this at the time. Salik knows that 
60,000 Bengalis were taken into the In- 
dian Army during World War II, and 
many came in as officers — they were, 
however, the only "segregated" pure 
regiment in Pakistan (these facts are in 
my book). He also misleads when he 
writes that the Pakistan Army con- 
tains soldiers from the entire country: 
the Sindh Regiment battalion that I vi- 
sited contained no Sindhis, only Pun- 
jabis; Sindhis are still under-repre- 
sented. The issue is politically impor- 
tant as an unrepresentative army and 
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The Pacific: an incredibly 
buoyant market. 
From aluminum in Sydney 


to electronic wizardry in Tokyo, 


there's a billion opportunities. 
Banque Indosuez is in 

22 countries throughout Asia 

and the Pacific and we ve been 

therealong time. In some cases 

for over a century. 


From Karachi to Los Angeles 


from Wellington to Seoul, 
Banque Indosuez can help you 
confront the challenge in the 
Pacific. 

Banque Indosuez, present 
in 65 countries, opens up a 
whole world of opportunities. 


BANQUE INDOSUEZ 


Head office : 96, boulevard Haussmann, 75008 Paris 
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Youd expect an 








=| No, we haven't made a mistake. We have a 
р-а AN е 
СЦ \ different calendar to you. Ours starts from the 


(J| year 622AD, when the Prophet Mohammed 
5:27" travelled from Makkah to Medinah. 


Our airline, however, started exactly 40 years ago. 


In a country as large as Saudi Arabia, air travel soon 
took off. Now we're expanding so fast, statistics are 
rapidly out of date. 

But here are a few you may like to bear in mind. 

Saudia carry over 11 million passengers a year, flying 
between 23 domestic and 44 international destinations. 

We have a 92-strong fleet that includes Boeing 747’s, 
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Lockheed TriStars and the first 11 Airbus A300-600's. 

14 new aircraft will wear our livery this year, includ- 
ing 10 of the latest stretch-top 747%. 

And we're determined to improve a 93% punctuality 
record. ( Just about any airline would be proud of it.) 

If the figures mean nothing to you, the food will. 

Our in-flight cuisine wouldn't be out of place in a 
top restaurant. 

So isn't it about time we welcomed you into our 
world? Because it looks 


+ ж 
like 1405 is going to be sourli VT 
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another very good year. Welcome to our world. 
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Salik claims that I call Islam merely 
a “veneer” for the Pakistani soldier. 
Not true. In a chapter-and-a-half I dis- 
ss the complex interaction between 
he traditional Indian Army discipline 
d training structure for both jawans 
_ (soldiers) and officers (most of which is 
_ retained in Pakistan), the role of Islam 
as the state ideology of Pakistan and 
the changing social class of the army, 
specially in the officer corps. Some 
fficers are more "Islamic" than 
thers, some still drink; I conclude that 
ough this has created strains, this 
ias not altered the fundamental pro- 
essionalism of the army. The army 
hts because it is "Islamic" but also 
cause it retains its professionalism. 
The Pakistan Army tries to describe: 
the complex апа fascinating debate 
within the Pakistan military on, a 
number of vital issues: Salik would 
“have you see Pakistan through the eyes 
of PR flack, where there are no prob- 
-lems.and any criticism is misinformed. 
is attitude got Pakistan into trouble 
nce before (and landed Salik in an In- 
n PoW camp). Is his review evidence 
at the Pakistan Government still re- 
rds any dissent from the PR line as 
r game for disinformation attacks? 
four own experience with Ali (jailed 
uring the period I was. in Pakistan) 
ould have taught you to recognise. 
he signs. Or does Salik's power now 
extend to the REVIEW itself? 
Illinois STEPHEN P. COHEN 









‚© We regret we did not identify Salik 
as the president’s speech writer (not 
press secretary). However, he is the au- 
‘thor of several important books includ- 


ing one on the aftermath of the third | 


Indo-Pakistan war and is thus qual- 
ified to review The Pakistan Army. 


‘Language of language 


"With reference to James Clad's 
-Maphilindo and Asean [18 Apr.], I am 


Surprised he can state: "Tagalog and |. 


other Filipino languages bear little 
similarity to either the Indonesian or 
‘Malaysian variations of Malay...” 

. Apparently, he is not aware of the 
fact that Tagalog and a few other 
Filipino languages belong to the North 
Indonesian branch of the Malayo- 
Polynesian language family. Nor does 
he seem to realise that whatever re- 
‘marks he is making about dominant 
religious traditions preventing com- 
mon religious identities and "next to 










Hindu-Buddhist influence" are also 


in the least my own 


(| Lam afraid Clad isc 





o-exposure at all to pre-Islamic, |: 


applicable to certain regions within. 
Т i 


using differ- 
ent concepts —- ethnic, linguistic, 
geopolitic; ideological — and tries to 
fit them into the narrow definition of | 
| “Malays” as the ethnic group which 
| once dwelled in Western and Northern 
| Sumatra. They were travellers, mer- 
i chants and poets, and it is thanks to 
them that Malay became the lingua | 
| franca of the. islands. But there are | 
| about 500 languages being used in In- 
donesia today (the Indonesian Bible 
Society has translated portions or the 
whole Bible in around that many), a 
major part of which would also “bear 
little similarity" to the national lan- 
guage of Indonesia-Malaysia. Ап editing ert 


Е à А 5 || ground, on i 
The pluralism and diversity of our | | pines [9 May]. As printed 
| 
| 
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4n. Indone 
(Ejaan Yang Disempurnakan) is o 
| cially called the Prijono-Katop: 
| spelling after the fwch 

committee, former e 















ather, Elvianus 
san Christian and f 
minister of Negars 
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countries (including the Philippines | | and Clark basés 
imperialism ... se 
against foreign pow 


| and others in the so-called Greater 

| Malaysian Archipelago) cannot be em- 

| phasised enough. 

| What is most disturbing to me is the 
equation of: Malay and Muslim. At the | 
Seminar of Malay Writers (Sastrawan | | 

| Melayu) which included participants | | 

| from all Asean countries held in || 

| Jakarta in. December 1979, several of 

| the Indonesian (Muslim) writers pre- 

| sent stated very clearly that this equa- 
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.... ISEAS/ASEAN ECONOMIC 
|. RESEARCH FELLOWSHIPS 


lications are invited from nationals and permanent residents from the 
ASEAN countries for the ISEAS/ASEAN ECONOMIC RESEARCH 
FELLOWSHIPS, tenable at the ASEAN Economic Research Unit, Institute 
of Southeast Asian Studies, Singapore. 

















QUALIFICATIONS: Preference will be. given. to candidates wtih Ph.D. or 
equivalent professional qualifications апа who will. be ira position to complete 
their proposed projects within the stipulated period of each Fellowship award. 


DURATION OF AWARD: Each Fellowship can be for any-approximate length 
of time, ranging from a few. months to a maximum period of one year. 


FOCUS OF RESEARCH: The focus of each of these Fellowships can be any 
topic within the broad areas of Food. Nutrition, Energy, Water Resources, and 
Rural Development in the region. Preference, however, will be given to those 
emphasizing work on Resource-based Industrialization and Rural Development 
problems. 















RESEARCH PROJECTS: Research projects submitted for consideration should 
be well thought-out and be as complete as possible in terms of aims and objectives, 
scope, schedule of work, cost, and so on. 


STIPEND/HOUSING SUBSIDY: Each Fellowship pays a living allowance 
in the range of S$2500 — $$3500 per month, the actual amount provided 
depending on the individual candidate's qualifications and experience, 


OTHER BENEFITS: In addition, there are attractive fringe benefits including 
travel, research and. field-work. allowances, and medical care. 







All. applications, giving full details, should be sent directly to the respective 
ASEAN National Secretariat, of ће nationals concerned. 











_ volved in major demographic surveys. 


sitions at UN Level P5. БЕ. 
1. RESOURCES DEVELOPMENT OFFICER - 


This individual is responsible to the Director of ICDDR,B for all 
“aspects of fund raising. He/She will coordinate with scientific; 
| training and financial staff as well as with the Director to prepare 
and execute plans to develop resources to support the Centre's 


foreign Governments, international agencies, multinational.or- 
ganizations and private donors to insure that sufficient funds are 
raised for the programme activities of the Centre and that all re- 
,ports and proposals are prepared in accordance with donor re- 
quirements. He/She will also be responsible for the Centre's 
ublic relations functions. 3" 


Qualifications and Experience oe 

_ University degree in finance, management development or busi- 
Ness. administration with advanced degree desirable. Knowl- 
ge of health care related training and research necessary. Ex- 
sive fund raising experience with non-profit organizations in- 
luding all aspects of resource planning, analysis and program- 
ning. ; 


xperience in negotiating with senior officials in Government 
and international organizations. The successful candidate must 
have a proven ability to communicate and to elicit financial Sup- 
port for the Centre from all possible sources. Fluency in English 
essential. Knowledge of other languages desirable. 


2. TRAINING, EXTENSION & 

The Senior Training, Extension & Communication Officer (equi- 
г valent to a full Professor rank in a university of high standing) is 
¿responsible for designing and implementing national and inter- 
ational training programmes concerning all aspects of diar- 
oeal diseases but emphasizing research and control. He/She 
-Oversees a multi-faceted communication programme which in- 
‘cludes a library, publications and a medical illustration unit. 


Qualifications and Experience 

. University degree in social or biomedical science required. Ad- 
-vanced degree in Training and Communication desirable. 
"Knowledge of methods for health care research and training 
“necessary. A minimum of ten years training and communication 
experience necessary at least some in a developing country 
Setting. 


other languages desirable. 





INTERNATIONAL CENTRE FOR DIARRHOEAL DISEASE 
RESEARCH, BANGLADESH 


VACANCIES 


ICDDR,B is a non-profit international institution situated in Dhaka, Bangladesh. Its aims are to conduct 
_ research and training in diarrhoeal disease and related subjects of nutrition and fertility, and to develop 
_ improved health programmes for control of diarrhoeal disease in developing countries. It is also in- 





Candidates are being sought for the following two po- 


research and training activities. He/She will liaise with local.and » 





Experience in collaborating with national and international. ore: 
ganizations useful. Fluency in English is essential. Knowledge: 






_ Candidates are being sought for the following position: > 












































graded as Scientist (UN Level P4) equivalent to Lec- 
turer/Associate Professor in a university of high stand- 
ing. 

DEMOGRAPHER 


This individual will be responsible to develop the Centre's re- 


` search and training activities in his/her specific area. Work in the 


Centre's field study areas may be required. 


Qualifications and Experience 


Ph.D. or equivalent in demography with formal training and ex- 
pertise in statistics. The ability to carry out quantitative analysis 
on large demographic data sets is essential and an orientation 
towards population ecology and health would be highly desira- 
ble. | 


Minimum of six years experience with significant number of high 


quality publications in the appropriate field will be required. 


Candidates are also being sought for the following po- 
sition at UN Level P1. 


SUPPLY OFFICER 


` The Supply Officer will be responsible to the Administrative Ser- 


vices Officer for developing, implementing and/or maintaining a 
flexible, sophisticated procurement and inventory management 


' system that will be responsive to the Centre's scientific requiré- 


ments. | : 


Qualifications and Experience 
MBA or equivalent with advanced training in Supply manage- 

ent required. Minimum of seven years experience with interna: 
ional, multinational or NGO organization in areas of local and in- 
ternational procurement of medical supplies and equipment, 


with specific experience in tenders, international trade practices, 


supply logistics and inventory management. Knowledge and ex- 
perience with Computer use in supply function also required. 








Overseas travel may be necessary. __ 
This position is available April 1, 1986. 


к These positions carry a WHO (UN) based salary struc- 
ture depending on qualifications, experience and 


number of dependents: Contract period is for 3 years. 


Applications апа a detailed CV, together with names 
and addresses of references, should reach the Chief 


x Personnel Officer, ICDDR,B, GPO Box 128, Dhaka-2, 


Bangladesh, not later than August 31, 1985. 


All positions except thatof Supply Officer are available 
by July 1986. : m » 





In September, Papua New Guinea will celebrate 
the 10th anniversary of independence. But the 
celebrations may ring a little hollow, since Prime 
Minister Michael Somare’s government still faces 
an array of problems. Some of them are a direct 
result of Australian colonial rule — a massive 
bureaucracy far too fat for the task it faces and 
strong trade unions which shackle the economy. 
Other problems cannot so easily be shuffled off 
— the flagging economy, widespread near-pov- 
erty in the rural areas and rampant crime in the 
towns. Sydney bureau chief Hamish McDonald 
examines these and other problems of the country and its leader. 


Pages 36-42. 


Page 14 

The struggle for Sabah intensifies 
as former chief minister Tun Mus- 
tapha Harun steps up a legal battle 
to oust Datuk Joseph Pairin Kitin- 
gan. 


Page 16 

The Khmer Rouge resorts to vio- 
lence when it goes to the camps 
for volunteers. 


Page 22 

India rushes an anti-terrorist bill 
through parliament, anticipating 
further Sikh violence. 


Page 24 

South Korean students gain pub- 
licity but little else with the seizure 
of the United States Information 
Service library in Seoul. 


Regional Affairs 


Malaysia: Sabah on a tightrope 
Cambodia: Knowing the enemy 
Japan: The Red Army threat 
India: Jumping the gun ——_________ 
South Korea: Echoes of Kwangju —— — 
Taiwan: Test for the KMT ——___ 
Macau: No gamble for Peking 
Cover story: Ten slow, uphill 
years 
Melanesian drift __________L___ 
Army career no stepping stone to 
political power 
Rampant rascals rule the roost 
after dark 
From crime to church 
Interview/Michael Somare: Slicing 
through the maze of bureaucratic 
ron tae clc 
Bangladesh: High price of votes 
China: Frustration pitch . . . 





Cover illustration by Bert Gallardo. 


Page 28 

An opposition walkout from the 
provincial assembly puts Tai- 

wan’s ruling Kuomintang on the 
defensive as it prepares for na- 

tige elections due in Novem- 
er. 


Page 46 
The recent anti-foreign football 
hooliganism in Peking may be 
symptomatic of a bigger social 
problem. 


Page 56 

The Taipei stockmarket will be the 
next to move into the spotlight for 
Asian-oriented investors, with the 
formation of three new funds for 
foreign investors, just as the mar- 
ket appears to be bottoming out 
after a long decline. 


Arts & Society 


Beliefs: Driving inner forces of the 
spirit to succeed in Japan 

Satire: About-face, as the Japanese 
take a humorous look at themselves — 


Business Affairs 


Investment: Making of a market in 

Taiwan 

Time for an upturn ————————————— 56 
Banking: Fame is the spur in Peking — 

The contenders —— — — — — —— — 58 
Industry: Іп word, not deed in Japan — 
Economic relations: Pact points 

the way in Europe 
Budgets: Pakistan's economic 

A ee‏ ر 
Technology: Japan's chipmakers'‏ 

Белен з ————„—2 

High-stakes drama in Seoul ___ 





6 June 1985 


Page 58 

Peking seems to be experimenting 
with competition in banking by al- 
lowing the relatively new China 
International Trust and Invest- 
ment Corp. to match the functions 
of the long-established Bank of 
China. 


Page 62 

Pakistan’s new civilian govern- 
ment brings down a budget aimed 
at stimulating private industry and 
making a starting to cut the red 
tape restraining the economy. 


Page 69 

While industry has watched the 
apparently unstoppable rise of 
Japan as a maker of sophisticated 
computer chips, the Japanese 
have also quietly stolen a march 
on the manufacturers of chipmak- 
ing equipment. 


Page 74 

The president of the Securities Ex- 
change of Thailand has an- 
nounced her resignation, throwing 
into doubt plans to bring foreign 
investors into the market. 


Page 82 

Hongkong newspaper magnate 
Sally Aw Sian announces a com- 
plex deal to shift control of her em- 
pire to Australia. 


Investment: A lady not for turning 

n Mk PAINE E : 
Litigation: Hongkong 's brothers in law — 
Companies: Judge in, Aw out — 
Shipping: Out of register in Hongkong .. 


Regular Features 


Letters 
Briefing 3 
Intelligence Ы 
The Week 
The 5th Column ——— 2 
Travellers Tales — 

Books As = 
Economic Monitor: Hongkong — 
Shroff a ae 
Company Results ___ 
Exchange Rates 
Stockmarkets —— 
Prices & Trends a 
Backpage Letter: Tanjung Priok 




























Mochtar denies asking for 
n apology from China 
ndonesian Foreign Minister 
Mochtar Kusumaatmadja ca- 
'fegorieally denied a REVIEW 
‘report [23 May] that “Jakarta 
sent feelers to Peking" asking 
for an apology for China's 
purported involvement in a 
1965 coup attempt. 

By not carrying a message of 
apology when he arrived last 
month for the 30th anniver- 
sary celebration of the Ban- 
dung conference, the report 


























































Wu Xuegian had scuttled his 
hances of advancing the nor- 
lisation of Jakarta-Peking 
relations in à private meéting 
ith President Suharto. Just 
before the’ Bandung com- 
emorative, . an — army-af- 
Hated Jakarta daily had ex- 
ressly demanded’ such an 
apology as a condition for nor- 
alisation. 
ut Mochtar insisted that 
onesia would be satisfied 
ith no more than a declara- 
on that Peking would no 
onger support underground 
movements against Southeast 
sian governments. 
— LINCOLN KAYE 


indo-Soviet relations 
reinforced 


Continuity of India's special 
political relationship with the 
Soviet Union, institutional- 
ised through the 1971 Friend- 
ship Treaty, was underlined 
following Prime Minister Rajiv 
Gandhi's talks with Soviet 
leader Mikhail Gorbachov in 
Moscow. This sets at rest all 
speculation that under Gan- 
+ India’s’ 
orientation might change. 
Gandhi is due to visit the 
United States early in June. 
_ — MOHAN RAM 


Dim prospects for 
fghan-Pakistani talks 


_ round of talks on Afghanistan. 
n. Geneva faces a further 
"delay, United Nations sources 
_ Said. UN troubleshooter Diego 
"Cordovez has been shuttling 
between Islamabad and Kabul 
recent days to test the pros- 
“pects of "forward motion” in 
the deadlock over the Soviet 
occupation of Afghanistan. 
Before he left New York for 
Islamabad as the first stop on 
his open-ended mission, Cor- 


going to the area "with the ex- 


‘said, Chinese Foreign Minister | 


foreign-poliey : 


The twice-postponed fourth, | 
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dovez told the REVIEW he was | 


qectation of establishing whe- . 





Aquino), shot the ex-senator 






declined to predict whether or 
when such so-called proxim- 
ity talks between the Afghan 
and Pakistani foreign minis- 
ters would be resumed. ‘The 
fourth round of talks origi- 
nally was scheduled for Feb- 
ruary and then for May, and | 
most recently for June. 

~~ TED MORELLO 


The ‘crying la 
be cross-exami hed 
After a month of legal wrangl- | 
ing, the only civilian eyewit- 
ness to the 21 August 1983 às- 
sassination of Filipino opposi- 
tion leader Benigno Aquino is 
finally expected to face cross- 
examination on 6 June. Re- 
becca Quijano, a co-passenger 
of Aquino on his homecoming | 
flight, said she was willing to | 
defend her . dramatic tès- 
| timony despite "the threats, 
| pressures, blackmail and in- 
timidation" she allegedly has 
received. 

Her testimony (REviEW, 16 
May) debunked the military's 
version that a single assassin, 
Rolando Galman (who was 
killed immediately. after 





on the tarmac. Defence coun- 
sels waived cross-examina- 
tion at the time, but changed 
their minds six days later. 
While the Supreme Court 
has ordered government pro- 
secutors to supply "maximum 
security" for her re-appear- 
ance, Quijano's lawyers say 
they also have arranged: pri- 
vately far bodyguards, 
— GUY SACERDOTI 


Kanaks to participate 
in elections 
Pró-independence -Melane- 
sians of the Kanak Socialist 
National Liberation Front | 
(FLNKS) have decided to par- | 
ticipate in the French Govern- 
ment's latest self-determina- 
tion plan for New Caledonia, 
which calls for elections of | 
four regional assemblies in the | 
Pacific territory in August. | 
FLNKS president Jean- 
Marie Tjibaou announced a 
“consensus” decision on this 
after a closed congress of the 
front’s component parties at | 
Hienghene on 26 May, but said 
the FLNKS was opposed to 
French plans to set up a 
strategic military base at the 
capital of Noumea. On a vi- 
sit in May French Defence 
Minister Charles Hernu con- 
firmed that new naval, air and 
ground installations would be 
built ~ HAMISH McDONALD. 
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Bank Bumiputra unit 
probed in Hongkong 
The chairman of Bank Bumi- 
putra Malaysia, Tan Sri Basir 


kong Government to investi- 
gate the conduct of officers of 
the bank and of its Hongkong 
subsidiary, Bumiputra Malay- 
sia Finance (BMF), in relation 
to the affairs of BMF during 
1979-83. Hongkong Attorney- 
General Michael Thomas said 
in’ a statement on 25 May 
that the request had been re- 
ferred to the territory's Inde- 
pendent Commission Against 
Corruption, and that an in- 
vestigation was under way. 
Any further details, he said, 
"must by law remain confi- 
dential” Hongkong's press 
has been warned that specula- 
tive linking of the BMF probe 
with the affairs of particular 
local customers of the bank 
could constitute contempt of 
court. 

The Malaysian request fol- 
lows an investigation of 
BMF's affairs by Malaysia's 
Auditor-General Tan Sri 
Ahmad Noordin Zakaria, 
whose final report has now 
been passed to Malaysia's 
Prime Minister Datuk Seri 
Mahathir Mohamad, but has 
not been published, 

— ROBERT COTTRELL 


US$350 million CAAC 
order for Boeing 

The Civil Aviation Adminis- 
tration of China (CAAC), 
China’s combined national 
airline and civil aviation reg- 
ulatory body, has placed or- 
ders worth US$350 million for 
another. Boeing  747-200M 
Combi (passenger/cargo), two 
twin-engined 767-200ER (ex- 
tended range) and five 737- 
200 short-to-medium range 
aireraft. Sources in Peking be- 
lieve the order is only the first 
instalment for Boeing this 
year. CAAC director-general 
Hu Yizhou said he expects at 
least US$1 billion will be 
spent on new aircraft this 
year, both for replacements of 
old Soviet equipment and for 
expansion. | —MICHAEL WESTLAKE 


IMF eases conditions for 


| Manila's standby credit 


The International Monetary 
Fund has agreed to an easing 
of the Philippines' monetary 
targets for the rest of 1985. 
The IMF, which" required 
Manila to meet quarterly 
“supply. ceilings. as a 








Ismail, has asked the Hong- | 





condition for a standby cred 
facility, will allow Manila ` 
expand M1 money supply : 
P38.4 billion (US$2.1 billio: 
at the end of 1985, a growth: 
15% from the end-1984 leve 
The Philippines had exceede 
by nearly 3% the M1 ceiling: 
P31 billion in the first qua! 
ter. A raised ceiling of P34. 
billion has been fixed for tk 
end of May, which the Centri 
Bank of the Philippines 

most likely to meet to pave tk 
way for the release of the se 
ond tranche of the standb 
facility. The easing of tk 






| monetary-growth ceilings 


expected to lead to a drop i 
interest rates which, at. the 
current high levels of 30-35% 
have dampened business ac 
tivity over the past year. 

~ JOSE GALAN 


South Korean ship шч 
plan labour cutba 


All four major South ae 
shipbuilders are planning 

number of manpower cu! 
backs due to the protracte 
slump in overseas order 
Foreign orders in the firs 
quarter fell 4% in US dollz 
terms from a year earlie 
After a major management re 
shuffle earlier this yea: 
Daewoo Shipbuilding Co. i 
now planning to cut back it 
workforce, as is Hyund: 
Heavy. Industrial Co. In thi 
depressed climate, the new 
that the Hanjin Group (whic: 
owns Korean Air) placed a: 
order for three container ves 
sels from Hitachi Shipbuild 
ing and Engineering: Co. o 
Japan (because of favourabl 
financial terms) has bee 
greeted with a flood of criti 
cism. — PAUL ENSO 


Simex offer . 
Tokyo index futures 


Singapore's: financial: future: 
exchange, Simex, is likely tc 
become the first market out- 
side Japan to offer contract: 
based on the Nihon Keiza 
Shimbun's Nikkei Avérage 
and Nikkei 500 Average stock 
indices. An agreement witk 
Nihon Keizai was reached or 
20 May by Simex's Americar 
trading partner, the Chicagc 
Mercantile Exchange (CME). 
CME's exclusive right to use 
the Nikkei. averages runs for 
seven years, and allows CME 
to sub-license. trading rights 
to related exchanges. Singa- 
pore’s relative time advantage 
over. Chicago makes-it likely 


‘that Simex will start offering 


the: ne 







` Soviet Foreign Minister Andrei 
Gromyko will go to Pyongyang in 
August on an official visit to 
confirm the recent warming 
trend in Moscow’s relations with 
North Korea. Some observers 

` believe that such a high-level 

' visit — confirmed by North 

Korean Foreign Minister Kim 

; g Namduringhis recent trip 

"to Moscow — presages a major 

greement permitting 

. the sale of Soviet MIG23s to 


Е ase facilities for the Soviet 
navy and possibly its air force. 


' КАЈ RETALIATES 


Indo-British relations are under 
heavy strain, Expressing 
+displeasure at British passivity 
towards the anti-Indian activities 
of Sikh and Kashmiri 
secessionists, India cancelled an 
order for Westland-30 helicopters 
for which a letter of intent had 
already been issued. An irked 
Britain retaliated by cutting this 
year’s aid to India substantially 
and has also postponed 
indefinitely the ministerial-level 
Indo-British Economie 
Committee meeting originally 


AFGHANISTAN 
`, Soviet troops launched a major offen- 
sive in Kunnar Valley near the border 
"with Pakistan and broke an 11-month- 
long rebel siege, Western diplomatic 
sources and Afghan exiles in Islamabad 
‘said (28 May). 


About 5,000 people are feared to have 
been killed by tidal waves following cy- 
/;elones in southern Bangladesh, it was re- 
ported (26 May). The death toll in the tidal 
waves rose to 15,000, it was reported (27 
May). 


„< Two youths were formally arrested and 
charged in connection with the soccer 
riots on 19 May (25 May). 

HONGKONG 

“Brothers Rogerio and Stephen Lam, 
both former executives of the Bylamson 
group, were charged as co-conspirators in 
the Carrian fraud case (24 May). The Sino- 
British joint declaration on Hongkong’s 
future formally came into force (27 May). 


Two. Sikh terrorists shot dead a Hin- 
du shopkeeper in.a Punjab village, the 


ds military access in 
North Korea to evade US- 
Japanese control of the Sea of 
Japan. The Gromyko visit is also 
expected to-put an end to 
| Moscow's long-standing 
reluctance to endorse the 
transfer of power from President 


Il. Gromyko may go on to visit 
Tokyo where Soviet diplomats 
have been negotiating a cultural 
agreement with Japan. The 
Gromyko visit is a serious 
setback to Peking’s efforts to 
persuade Kim to abandon his 
military option against the South. 


due to meet in London in June. 
Taking advantage of the 

| situation, France has offered 
Dauphin helicopters in the place 
of the Westland-30s. 


ONE SMALL STEP 

Hanoi has taken a small step in 
opening a window on 
Washington. In May a 
Vietnamese official arrived in the 





capital to take up the post in the - 


World Bank of assistant to the 
executive director representing 
Southeast Asian nations. 
Although Vietnam has not 


United News of India reported (24 May). 
MACAU. 


China and Portugal announced that 
they would goon begin negotiations on the 
| future of Macau (23 May). 


MALAYSIA 

A woman was injured in a bomb explo- 
sion in a bookshop in Kota Kinabalu, 
| Sabah (25 May). 


NEPAL 

Police arrested about 100 members of 
| the banned Nepali Congress Party as they 
| launched a civil disobedience campaign in 
| 
Н 
| 





Kathmandu, party sources said (23 May). 


PACIFIC 

Kanak separatist groups agreed to take 
part in August elections for a New Caledo- 
nian congress (26 May). 


PAKISTAN 

One man was killed when troops fired 
into a crowd of about 5,000 Pakhtoons at- 
tacking an army headquarters in Karachi, 
witnesses said (27 May). 


| PHILIPPINES 
The Supreme Court approved the re- 
call for cross-examination. of. Rebecca 


Kim П Sung to his son, Kim Jong . 
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received any new 


bank since 1979. and 
be expelled from the: 
International Ma 


| non-payment of arre: 


placing a permaner 
representative in V ashingte 
Hanoi clearly hopes 

ear to the ground, 


INVIGORATING E 

The Burmese Gay T 

create a Min l 

effort to speëg 

and exploitat 

hydrocarbons 

resources. АЛ Ог sen 

is the respon 

Ministry of Indust i 

primarily : 
development, of heavy 

Asthe volume 

increased in bo 

the heavy industr 

the ministry, the gov ernment ; 
thought it necessary to create th 


| new ministry for the sake of 


greater efficiency. Government 
thinking also was undoubtedly 
influenced by the World Bank's 
advice that a potential source of 
toreign-exchange earnings lies in: 
the export of products derived 
from recently discovered offshore 
natural gas. 


Quijano, the only witness to t 

soldier shot Benigno Aquino 
Quijano said she was willing to return a 
be cross-examined (26 May). 


SOUTH KOREA 

About 73 students locked then 
the United States Information Serv 
brary building in Seoul to protest а 
Washington's support of the 
(23 May) Riot police 
| thousands of students demor 
support of their colleagues im t 
(24 May), The students 
(26 May), The North Ко 
legation arrived for talks aime 
ing 10 million Koreans with their families 
(27 May). 


SRI LANKA 
About 20,000 Tamils were forced to qui 
their homes in Vavuniya, 240 n north of 
Colombo, a local community lead 
(22 May). More than 200 Buddh 
demonstrated near parliament 
against the massacre of ; 
Anuradhapura by militant 
May} An American was 
wounded by Sri Lankan securi 
while driving through Colom) 
city-wide power failure, police вам 
May). 















Suhaini Aznam in Kuala Lumpur 


xactly one month after a decisive 
election overthrew a nine-year 
old government and an attemp- 
¿dawn coup fell apart by evening, 
bah politics is again in ferment, with 
enewed power tussle threatening. 
and timber-rich state. But this 
the situation is complícated by a 
blestate constitutional argument 
tened by the concern of the. 
government. 
ince more, Sabah's new Chief 
Minister Datuk Joseph Pairin Kitin- 
political life is in the balance, - 
fter barely beginning to consolidate his 
ition after wresting the leadership 
Datuk Harris Salleh in a fiercely 
ght election on 20 and 21 April. His’ 
n as the only Christian state 
minister in a country where Islam 
official religion makes him even 
ге vulnerable. = 
laving survived an unsuccessful 
lace coup” by his two vanquished 
опепіѕ to snatch the state helm. 
iy "from him, Kitingan . faces 
h's almost legendary former chief 
ter Tun Mustapha Harun in a 
suit which seeks to invalidate, 
gan’s appointment as chief 

































Г. ae 
n.22 May, Mustapha filed a suit in 
Kota Kinabalu High Court against- 
ingan and Sabah Governor Tun 
nammad Adnan Robert — who 
оге in first Mustapha and then 
Sitingan on the same day — claiming: 

at his appointment was "lawful and 
nstitutional" given the chronology 
vents on 22 April. The Sabah con-. 
ution. "does not provide for two” 
ief ministers," he added. 
Mustapha claims that Adnan had no 
nstitutional power to withdraw his 
pointment as chief minister, having 
sworn him in at 5:30 a.m. — 15 hours 
before Kitingan took the oath of office. 
In persuading Adnan to agree to the. 
scheme, Mustapha had the support of 
he newly toppled chief minister and 
Berjaya party chief Harris. 
»Mustapha's United Sabah National. 
Organisation (Usno) won only 16 out of 
he 48 assembly seats, compared with 

tingan's infant Parti Bersatu Sabah 
PBS) which won 25 — making it the 
argest single party. Mustapha's claim 
о power was based on a hurried al- 
iance with his former arch-rival Har- 
ris, plus the fact that the-ruling chief 








minister has the right to appoint six 
non-elected members to the assembly. 
By.adding his 16 seats to Berjaya's six, 
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plus six more, he argued, he had a 
majority over:the PBS. As tension 
mounted in the ensuing deadlock, then 
acting Prime Minister Musa Hitam was 
forced to intercede, and Adnan with- 
drew Mustapha’s appointment by 
evening and. Kitingan was then sworn 
in at 8:30 p.m. 

The court action now pivots on in- 
terpretations of the governor's dis- 
cretionary powers, a8 provided for in 
the Sabah constitution, to appoint as 
chief minister “a member of the assem- 
bly who in his judgment is likely to 
command the confidence of a majority 
of the members." Since the Sabah con- 
stitution does not specifically mention 
the governor's powers to revoke ap- 
pointments once made, the suit will be- 
come a test case. 


separate petition, this time di- 
rectly to the Supreme Court, to 


i р are also under way to file a 


.declare the controversial appointment 


of the six nominated members to the 
assembly null and void. This special 
provision in the Sabah constitution 


-was designed to help avoid a deadlock 


in case no party won a clear majority in 
an election. Mustapha's contention is 
that this clause — on which he himself 


-was relying for his majority — is out- 


dated and should be repealed. 
But for Kitingan, the legal battle 
forms just the tip of thechallenge to his 


'authority. His political battles could 


be far more hazardous. On 20 May, 14 
Usno assemblymen staged a dramatic 
walkout when Datuk Yahya Lampong 


— one of Mustapha's two potential 


successors as party leader — tried to 
challenge Kitingan's legitimacy as 


chief minister in the newly conven- 


ed assembly but was denied a hear- 
ing. 
Kitingan's hold is somewhat tenuous 


partly because the.PBS won only 3796 


of ће total votes cast. Berjaya — 
though routed in terms of seats won — 
followed fairly closely with 29.9% and 


Usno took 26.4%. All Sabah govern- 


ments have had to depend on all the 
major ethnic groups of Sabah for sup- 
port and Kitingan's is no exeption. Al- 


-though Kitingan's.hold has improved 


with three defections from Berjaya 
plus the only member of the United 
Pasok Nunukragang National Organi- 


‘sation, his lack of a majority in terms of 


votes cast is constantly being pointed 
out to Kuala Lumpur. 
Several Sabah-observers: see. Mus- 





ightrope 








convention in 1983. Kitingan арра- 





tapha's challenge as a battle by proxy. 
It is openly discussed in government 
circles that the federal authorities: 
would prefer a Muslim government to 
rule Sabah. Certain factions in the rul- 
ing National Front government, par- 
ticularly in the dominant United 
Malays National Organisation 
(Umno), make little secret of this. Al- 
though technically multiracial, Usno 
enjoys the reputation of drawing most 
of its support from Muslim voters, thus: 
giving Mustapha at least one advan- 
tage over Kitingan. 

Usno itself was expelled from the 
National Front in 1984. At that time, 
Prime Minister Datuk Seri Mahathir 
Mohamad had cited Mustapha's oppo- 
sition to the 1983 constitutional 
amendments and the conversion of La- 
buan island into a federal territory as 
reasons for the expulsion. i 

Since "all the action is in. Kuala 
Lumpur," as a Sabah politician put it, 
the federal government's position is 
perceived to be fairly significant. Mus- 
tapha, Yahya and assorted Usno as- 
semblymen have been in and out of 
Kuala Lumpur — activities inter- 
preted by the PBS as attempts to mus- 
ter support. from ‘various quarters in 
the federal leadership. 

Mustapha himself flew twice to 
Kuala Lumpur in the last week of May, 
as did Yahya, both staying for several 
days at a time. Earlier, Mustapha was 
granted an audience with Malaysia's 
first prime minister and “father of the 
nation" Tunku Abdul Rahman, who 
then arranged for an hour-long meet- 
ing between Mustapha and Mahathir. 


he greatest impediment to the 
untested PBS lies in it being the 


first Sabah government to rule 
without. federal support. Kitingan's 
overtures to the federal government to 
join the National Front and his assur- 
ances that his is an opposition party 
only in name, appear to have been re- 
jected. ; 
Politicians in Kuala Lumpur say 
that personal grudges do not motivate ` 
this seeming hostility against Kitin- 
gan. It is more because he represents 
interests contrary to those of Kuala 
Lumpur — specifically, Roman Catho- 
lic interests. Deservedly or not, Kitin- 
gan.earned his reputation of. being 
something of a "Catholic chauvinist" 
when he challenged Harris, then his 
party chief, during Berjaya's annüal 
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brently asked Harris to allocate the 

Бате amount of funds for Catholic 

missionary activity as that allocated to 
MUIS, the Sabah Islamic Council 
which acts as a Muslim proselytising 
body. 

With national elections due before 
April 1987, Umno cannot afford to be 
seen to support a Christian govern- 
ment, as this would only provide free 
ammunition to the opposition Parti 
Islam in its campaign accusing Umno 
of lack of Islamic zeal, argue Umno 
stalwarts. This fact alone makes it un- 
likely that Umno will accept PBS into 
the National Front. 

The forces of ethnic politics are an 
added consideration. At least one 
Umno stalwart considers the Sabah 
Chinese have grown arrogant in the 
knowledge that they provide the deci- 
sive votes in any election. The study of 
election results shows it was Chinese 
votes which put Usno in office in 1967, 
Berjaya in 1976 and the PBS in April. 
Umno would apparently like to dis- 
prove the theory that Sabah Chinese 
always dictate who rules the state. 


eanwhile, Mahathir's stolid si- 

lence has heightened anxieties. 

The prime minister was abroad 
during the election and its dramatic af- 
termath. In his absence it was Musa 
who stood by Kitingan and the election 
results and reversed the direction of 
the attempted coup. 

By doing so, Musa improved his own 
image as an upholder of democracy 
even though Berjaya, the government's 
coalition partner, was soundly de- 
feated. Musa's reasons for ensuring 
fair play, however, were not entirely 
altruistic, say Umno insiders. Musa 
and Harris have had their differences 
ever since 1981 when Harris supported 
Musa's rival, Trade and Industry 
Minister Tunku Razaleigh Hamzah, 
for the post of Umno deputy president. 
Harris, of course, has no direct say in 
Umno party affairs but can bring his 
influence to bear on delegates. 

Federal attitudes seem to have 
shifted during the intervening months 
since Musa originally stepped into the 
Sabah row. Mahathir's granting of an 
audience to Mustapha and his lack of 
intervention in the latest power play 
has raised eyebrows among Malaysian 
political observers who read silence as 
tacit consent. 

Kitingan has been closely observed 
for discrimination in his month in of- 
fice. Within days of assuming the 
leadership he was accused of sacking 
or transferring several Muslim civil 
servants — accusations Kitingan hotly 
denies. Ironically, the strongest protest 
against the alleged "indiscriminate" 
sackings and transfers have come from 
no less than Agriculture Minister 
Anwar Ibrahim, the Umno Youth chief 
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who had initially defended Kitingan 
against Harris, when Harris had 
threatened to abrogate Tambunan's 
district status — Kitingan’s stomping 
ground — after Kitingan had won it in 
a by-election last December. 

Kitingan has made bifter enemies of 
several former Sabah leaders whose fi- 
nancial activities during their term in 
office have been opened to public 
scrutiny. The most spectacular accusa- 
tion is against Berjaya information 
chief Datuk Majid Khan, who al- 
legedly loaned M$60 million (US$24 
million) from the Sabah Development 
Bank, a state bank of which he was 
chairman, to his own Bena group of 
companies. 


nce more, money politics has 

elbowed its way into Sabah. PBS 

sources allege that Usno plans to 
“buy off” a few PBS assemblymen to 
join Usno in its efforts to pass a no- 
confidence motion against Kitingan. 

Kitingan has maintained at least a 
facade of calm in the face of these con- 
certed attempts to unseat him. The 
PBS countered Usno's no-confidence 
motion by calling for an emergency sit- 
ting of the assembly on 30 May to pass 
a vote of confidence in Kitingan. 

Mustapha’s attempt to counter this 
PBS move failed when his application 
to the Sabah High Court for an injuc- 
tion to stop the emergency sitting was 
dismissed on 28 May. The vote of confi- 
dence is vital as PBS legal sources have 
suggested it is one possible way for the 
party to pre-empt Mustapha’s civil 
suit. 

A successful no-confidence motion 
would almost certainly mean a dissol- 
ution of the assembly with fresh elec- 
tions being called. In this event, it is 
widely speculated that the federal gov- 
ernment would throw its weight be- 
hind Usno in the hope of ensuring a 
Muslim government. 

Understandably, the PBS govern- 
ment is trying to avoid giving the fed- 
eral government the slightest excuse to 
declare emergency rule in the state. 
Whatever the outcome of the court 
case, if tensions spark even minor inci- 
dents of violence, a state of emergency 
could be declared followed by direct 
rule by the federal government. This 
would automatically negate PBS’ hold 
over Sabah, with a possibility of fresh 
elections being called immediately 
thereafter. 

Given the almost equal balance be- 
tween the major ethnic or religious 
groups, Sabah is volatile. On 25 May a 
bomb exploded in a bookstore in Kota 
Kinabalu's commercial district and a 
second bomb exploded in the same 
shopping complex on 28 May. Prelimi- 
nary investigations by police have dis- 
counted political motives as the cause 
of the first blast at least. п 
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| Kitingan: tenuous hold. 
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THE CHINESE FACTOR 


In Sabah constituencies where one 
ethnic group comprises more than 50% 
of the electorate, figures show the fol- 
lowing breakdown 


— تت 


` | Total 


Chinese 


Kadazan | Malay 


In constituencies where no ethnic 
group dominates but where the largest 
group comprises more than 30% of 
electorate, the pattern was 





r- ч 
Total 
seats 
won 


Kadazan | Malay | Chinese 
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N.B. Berjaya won the 48th seat where the Orang 
Sungai — an ethnic group akin to the Kadaza 
with many Muslim member imprised 6% 
the electorate 
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Khao Yai refugee camp: reluctant volunteers. 


г] ists’ radio is an offenc 
in Khmer Rouge areas - 
the "enemy" may possibl 
have been Sihanouk or $0) 
Sann, the third coalitioi 
leader. 

The group was reported]: 
transferred to ә anothe 
Khmer Rouge camp abou 
8 km to the north. Some 
times known as Site 8B oi 
8 North, the camp is said t« 
be predominantly military 
and attached to the Khmei 
Rouge's 320th Division. The 
division is commanded by 
Ny Korn, described by ғ 














CAMBODIA 


Knowing thy enemy 


Violence at the Khmer Rouge’s largest camp on the Thai 
border follows reports of demoralisation among supporters 


By Paul Quinn-Judge in Bangkok 


series of incidents at Khao Yai, 

the largest known concentration of 
Khmer Rouge civilians, indicates that 
much of the population there is de- 
moralised and perhaps disaffected 
with the Khmer Rouge. 

Khao Yai, also known as Khao Ta 
Ngoke or Site 8, is situated south of 
Aranyaprathet, about 4 km from the 
Thai-Cambodian border. While the 
camp’s Khmer Rouge administrator, 
Chhea Rin, puts the population at more 
than 45,000 (Review, 9 May), the Unit- 
ed Nations Border Relief Operation 
says the true figure is closer to 32,000. 
The camp is an amalgam of the smaller 
settlements previously scattered 
around. Phnom Malai, the major 
Khmer Rouge base captured by the 
Vietnamese in February this year. 

The first incident took place on 14 
May. Early that morning, a group of 
Khmer Rouge soldiers, estimated at 
anything between 20 and 50, broke 
into the camp. According to most ac- 
counts, two people were killed and six 
wounded, though the International 
Red Cross said that only one person 
died. The Khmer Rouge were appa- 
rently trying to force a group of camp 
residents to leave, and opened fire 
when they refused to do so. One version 
— unsubstantiated by other accounts 
— said that some of the camp inhabit- 
ants set up  defiant shouts of 
"Sihanouk" when the troops came. 
Prince Norodom Sihanouk, though os- 
tensibly an ally of the Khmer Rouge in 
the tripartite coalition government of 
Democratic Kampuchea of which he is 
president, is regarded with suspicion 
by the Khmer Rouge. 

A second shooting incident took 
place at Khao Yai on 19 May, sources 
said. The incident is described as less 
serious than the first raid, but Khao 
Yai is apparently still tense. 
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A detailed account of the first inci- 
dent, from a source who recently vis- 
ited Khao Yai, said Khmer Rouge 
trucks were waiting outside the camp 
during the raid, and that the troops 
seemed to be trying to herd some of the 
civilians towards them. Before enter- 
ing the camp, this source said, the 
troops fired rocket-propelled grenades 
into the settlement. 

The Khmer Rouge returned three 
days later on 17 May, the source con- 
tinued. This time they came with lor- 
ries and lists of names. Over the fol- 
lowing three days 100-200 civilians 
were taken away. Most of them had 
previously been close to the Khmer 
Rouge, the source said. None, however, 
seemed to be leaving voluntarily. They 
included not only young men of mili- 
tary age but some families, as well as 
others with specific skills such as med- 
ical orderlies. 


hile this was taking place, the 

source said, a Khmer Rouge cadre 
held a series of meetings in the camp. 
He explained that some of those leav- 
ing were going to do military service or 
work as Khmer Rouge porters. (They 
may also have included Khmer Rouge 
fighters who had returned to visit their 
families and had failed to return to the 
front.) 

Others, however, were being taken 
away because they had lost their com- 
mitment to the struggle, the cadre re- 
portedly said, and a third group was 
accused of "advocating talking to the 
enemy." The cadre apparently did not 
name the enemy, but the obvious con- 
clusion is that he was referring to the 
Vietnamese-backed Heng Samrin re- 
gime. But given the very ambiguous 
relationship the Khmer Rouge en- 
joy with their two allies in the coali- 
tion — listening to the non-commun- 





number of sources close tc 
the Khmer Rouge as the brother of Sor 
Sen, the former Democratic Kampu- 
chean deputy prime minister in charge 
of defence. 

Ny Kornis believed by some Westerr 
border watchers to be one of the rising 
stars of the Khmer Rouge. In the early 
and mid-1970s he worked in the area 
around Kompong Speu, in what was 
then the Khmer Rouge southwestern 
zone. When the Khmer Rouge came tc 
power, he was attached to the Foreign 
Ministry, where he was chief of pro- 
tocol and No. 3 in the ministry's party 
committee. Ieng Sary ranked first, 
while So Hong, who now commands 
Khmer Rouge Division 474, is said to 
have been No. 2, 

Ny Korn has in the past been linked 
to the murder of the British academic 
Malcolm Caldwell, who was killed in 
Phnom Penh in December 1978 while a 
guest of Pol Pot, the Khmer Rouge 
leader. A Western Khmer specialist 
has said documents obtained after the 
Vietnamese invasion of Cambodia — 
the alleged confessions of participants 
in the killing — identified Ny Korn as 
one of the organisers of the murder. Ny 
Korn was himself lucky to survive the 
regime. Son Sen was under deep suspi- 
cion from his colleagues in the leader- 
ship. It is widely believed that had Pol 


| Pot not been overthrown, Son Sen 


would have been the next leader to be 
purged. 

Part of the reason for the round-up 
at Khao Yai was probably that the 
Khmer Rouge need large numbers of 
porters to transport military supplies 
into Cambodia. Their supply lines 
were disrupted by the Vietnamese dry- 
season offensive, and the Chinese are 
apparently still sending in large quan- 
tities of weaponry. Another shipment 
is reported to have arrived around the 
time of the Khao Yai incidents. 

The main purpose of the raid, how- 
ever, was probably to warn backslid- 
ers. Several groups of Khmer Rouge 
civilians have tried to escape from 
Khmer Rouge camps in recent months. 
And, as the Khmer Rouge leadership 
pushes its troops deeper into the Cam- 
bodian interior, thereby risking great- 
er numbers of casualties, there have 
been occasional reports of demoralisa- 
tion among the fighters. п 
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If you are one of the world’s few who have reached the top 
(or soon will), you should consider our private banking 
service. Exceptional in many ways, it combines the global 
experience, resources and security of American Express Bank 
with personal financial service that is second to none. 


A: a valued client, you bene- 

fit from a broad spectrum of 
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You got it first from the 
Philippine Plaza — Manila’s 
most preferred hotel. The 
seasonally available Mid-year 
Bonus. Now in its 6th 
fabulous year! 40% off on all 
rooms and suites. What 
better way to enjoy the 
luxurious amenities of 
Manila’s only seaside resort! 


The Mid-year Bonus. A 
premium seasonal offer from 
the Philippine Plaza. In the 
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The Red Army threat 


To Tokyo’s dismay, Israel frees a fanatical Japanese 
terrorist fighting for the Palestinian cause 


By Bruce Roscoe in Tokyo 


eee release from an Israeli jail of 
Kozo Okamoto — a Japanese Red 
Army terrorist who took part in the 
1972 massacre at Tel Aviv’s Lod Air- 
port — has bewildered the Japanese 
Government. Moreover, it has high- 
lighted the futility of Japan's attempts 
to keep Red Army guerillas behind 
bars in any country: all 17 such ter- 
rorists wanted by Tokyo are at large 
today. 

Okamoto, who with two other Red 
Army terrorists used Czech VZ-58 
machine-guns and grenades to kill 26 
civilians and wound another 70 at Lod 
Airport, was freed on 20 May ina swap 
of three Israeli soliders for 1,154 Pales- 
tinian guerillas. Okamoto, now aged 
37, was the sole survivor of the attack: 
one guerilla was caught in the indis- 
criminate fire of his colleagues and the 
other put a grenade to his chest. 

Okamoto has never repented the 
crime, and felt insulted when an Israeli 
court denied his request to be executed, 
instead sentencing him to life impri- 
sonment. He was tricked into confess- 
ing with an offer of a pistol and a single 
bullet with which to take his life. 

On 16 May the Japanese Govern- 
ment received a report that Okamoto 
would be among the guerillas in the 
controversial exchange to be. con- 


ducted in Geneva. On the same day, | 


Japan sought confirmation from the 
Israeli authorities, and urged Israel 
to reconsider Okamoto's inclusion in 
the swap. In the end the Japanese ap- 
pear to have accepted Israel's explana- 
tion that Okamoto's release was un- 


avoidable, given that the Syrian- | 


backed Palestinian group, with which 
the swap was negotiated, had listed 
him as a high-priority candidate. 

After the release, Foreign Minister 
Shintaro Abe expressed Japan's regret 
atthe decision, and the National Police 
Agency put out a “blue notice" 
through the Paris-based Interpol in the 
hope of obtaining information on 
Okamoto's | subsequent movements. 
But Foreign Ministry officials do not 
expect the notice to Interpol will pro- 
duce immediate results. Okamoto arriv- 
ed in Libya to a hero's welcome, and, 
after resting, is expected to join other 
Red Army terrorists in Syria and possi- 
bly Lebanon. None of those countries is 
known to volunteer information on 
guerillas fighting for the Palestinian 
cause. 

Okamoto was the only Red Army 
guerilla known to be jailed abroad, 
though nine Red Army terrorists, in- 
cluding Okamoto’s elder brother 
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Takeshi, have lived in exile in Pyong- 
yang since their hijacking of a Japan 
Air Lines (JAL) flight from Tokyo to 
the North Korean capital in 1970. No 
Red Army member is imprisoned in 
Japan. 

Nobuo Miyamoto, a Foreign Minis- 


try official dealing with international | 


terrorism, gives three reasons for | 


Tokyo's displeasure at the Isreali ac- 
tion. First, it would leave an interna- 
tional terrorist at large. Secondly, it 
could boost the morale of the Red 
Army and other international 
terrorists. Thirdly, it brought into ques- 
tion the correct role of the Interna- 
tional Red Cross, which negotiated the 
prisoner swap. 


M» said there was a view 
within the government that ar- 


ranging for the release of terrorists, as | 


opposed to the exchange of prisoners of 
war, transgressed the basic assignment 
of the Red Cross. He added, however, 
that Japan had not formulated an offi- 


| US$6 million for the safety of 1 


cial position on this aspect of the case. | 


He wouldnot comment directly on local 
media reports that Japanese police 
were likely to be dispatched overseas 
to track down Okamoto, who would 
stand trial in Japan for murder if 
caught and extradited. "Some steps 


Okamoto: hero's welcome in Libya. 





| loss to understand the rationale 





ши 
are being taken in some countries, and 
in other countries they have [already] 
been taken,” Miyamoto said 

Japanese news media also were at a 
for 
Okamoto’s release, The daily news- 
paper Asahi Shimbun pointed out that 
on the occasion of several past hijack- 
ings, terrorists had sought Okamoto's 
freedom and each time Israel refused 
As a possible explanation for Tel 
Aviv's decision this time round, the 
newspaper told its readers the tale of 
the turtle which had offered to ferry a 
scorpion on its back across a river 
Once in midstream, the scorpion stung 
the turtle. As both creatures were 
drowning, the turtlé asked the scorp- 
ion, "Why?" The scorpion replied: *We 
are in the Mideast.’ 

The Japanese Government has twice 
totally succumbed to the demands of 
the Red Army, releasing five Japanese 
terrorists from jail inside Japan when a 
Red Army squad took hostages within 
the United States and Swedish embas- 


sies in Kuala Lumpur in 1975, and a 
further six in the 1977 hijacking of a 
JAL flight between Bombay and 
Dhaka. Such a record, it may be 


argued, weakens Tokyo's case against 
Israel's decision to set Okamoto fres 

In the Dhaka incident, the Japanest 
Government also agreed to a ransom of 
|| pas- 
sengers and crew, and provided the 
terrorists with a number of blank pass- 
ports. At the time, Japan had no fixed 
policy on terrorist acts nor even an 
anti-hijacking legislation, which has 
since been enacted. There was, how- 
ever, the precedent of the West Ger- 
man Government yielding to the de- 
mand for US$5 million by a squad of 
the Popular Front for the Libera- 
tion of Palestine which hijacked a 
Lufthansa Boeing jet in 1972 

Japan's decisions in those inci 
dents and its concern for the where- 
abouts of Okamoto, even 15 years 
after the crime, are perhaps best 
explained by the Japanese Govern- 
ment's reasoning that it knows the 
minds of its fanatical radicals bet- 
ter than any non-Japanese. The of 
ficials knew that theterrorists, who 
were capable of the most brutal of 
tortures and did not blink once at 
the prospect of suicide, were not 
bluffing and that prolonged negoti- 
ations would lead to certain death 
for most, and perhaps all, of the 
hostages at stake 

Perhaps the Red Army's most vi- 
cious work was witnessed at a 
mountain villa in Japan in 1972 
where members “purged” at least 
12 fellow radicals who disagreed 
with them, binding vith 
ropes, stabbing them with knives 
and icepicks, choking and beating 
them, and then leaving them to die 
outside in the icy cold. It is against 
à background of terrorist acts such 
as this that Japanese officials won- 
der where Okamoto might be п 
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INDIA 


Jumping the gun 


An anti-terrorist bill with wide-ranging powers is rushed 
through parliament to deal with anticipated Sikh violence 


By Mohan Ram in New Delhi 

ndian Prime Minister Rajiv Gandhi 

has spelt out a two-pronged strategy 
to meet the continuing Sikh challenge 
to his government in Punjab. At the po- 
litical level it is to be an accommoda- 
tive approach to enable moderate Sikh 
leaders who are amenable to negotia- 
tions with the government to overcome 
extremist 
scuttling every attempt at a dialogue 
and have been encouraging seces- 
sionist violence to stall a settlement. 

Along with the political aim there 
wil be stern, government action 


against violence — which surfaced | 


again in early May in an extended and 
more dangerous form. A new wave of 
anti-government activity is predicted 
for early June, the first anniversary of 
"Operation Blue Star," when the army 
laid siege to the Golden Temple in Am- 
ritsar. To the Sikhs the entry of armed 
forces into the temple is a symbol of 
humiliation and the extremists have 
sworn to avenge this. 

Pleading that the existing laws were 
inadequate to check the spreading ter- 
rorism, Gandhi got legislation through 
parliament giving the government 
sweeping powers in the form of the 
Terrorist and Disruptive Activities 
(Prevention) Act. The law enlarges the 
definition of terrorism and defines 
"disruptive activities" to cover propa- 
gation of secession, dissemination in 
any form or through any medium of 
anything that could cause terror, panic, 
disaffection and discord, and any ac- 
tion that might cause death or injury or 
damage to property or disrupt essential 
supplies and services. 

It extends to Indian citizens abroad 
and to persons in ships and aircraft re- 
gistered in India and prescribes the 
death penalty for terrorist acts causing 
death. Punishments for other offences 
range from life imprisonment to fines 
and include not only offenders but 


those advocating or abetting an of- | 


fence. Even prediction of the death of 
certain categories of citizens (politi- 
cians in office or public servants) is an 
offence. 

The new law gives the police powers 
to enter any place suspected of being 
used for terrorist or disruptive pur- 


poses as well as powers of search and | 
seizure, control or regulation of the | 


movements of individuals, intercep- 
tion or scrutiny of mail and telecom- 
munications, and prevention of imper- 
sonation. This list can be enlarged 
under the rule-making powers given to 
the executive. Offences are to be tried 
in "designated" courts and the pro- 
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liament that the law will not be mis- 
used is causing disquiet because simi- 
lar promises in the past have been bro- 
ken. In the 1970s, the Maintenance of 
Internal Security Act, devised to detair 
anti-social elements, was used essen- 
tially against political functionaries 
and, in its tightened form, was the 
main instrument of then prime minis- 
ter Indira Gandhi's 1975-77 Emer- 
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ceedings will normally be in 
camera at a protected place — 
names and addresses of witness- 
es are to be withheld. The new 
law applies to thé whole country 
(except to the state of Jammu and 
Kashmir, to which it will be extended 
shortly, because the state's special au- 
tonomous position requires that its 
legislature ratify the law). 


aw Minister Ashok Kumar Sen ad- 

mitted that it was an extraordinary 
measure, needed on the statute book 
for two years to deal with a serious 
situation. However, “no democracy is 
worth the name if such a measure gets 
a permanent place in the statute 
book," he told parliament. 

The promise of a tighter anti-ter- 
rorist law was generally welcomed by 
the public, given the current political 
climate, and opposition parties al- 
lowed the government to get the law 
through parliament in just eight hours, 
though there were a few feeble "Nos" 
when it was passed by voice vote. 

However, opposition political lead- 
ers have expressed reservations. Al- 
though meant to combat terrorism, the 
law can be misused to harass citizens 
and to curb legitimate political ac- 
tivities, they said. 

The government's assurance to par- 





gency when about 
100,000 people packed 
Indian prisons. Ѕіті- 


larly, the National Secu- 
rity Act she brought in 
with.her return to power 
in 1980 was trained more 
against trade-unior 
leaders and politicians 
than against smugglers 
and  black-marketeers 
despite an assurance tc 
the contrary. 

One little-noticed as- 
pect of the new law is it: 
surreptiteous encroach- 
ment on the rights of the 
states — which 
hitherto have 
had the primary 
responsibility 
for maintaining 
law and order 
The federal cen- 
tre can set uf 
courts in state: 
in "consulta- 
tion" with the 
state govern- 
ment. But thi: 
does not neces- 
sarily mean with 
the consent of the 
states. The new 
law gives the 
centre a greater 
say in the 
maintenance of law and order in a state. 

Civil-rights leaders think the new 
law is unwarranted, maintaining 
that existing laws are quite adequat« 
to combat terrorism. The government's 
failure, they said, was due to a lack of 
political will and not inadequacy of the 
law. The new law is essentially a pre- 
ventive one, but the government's re- 
cord with terrorist acts, so far, is rather 
unimpressive. Punjab has recorded 
more than 200 terrorist killings since 
mid-1982 but the police have not ap- 
prehended and brought to trial a single 
offender in any of these cases. 

There is little doubt that a sweeping 
law of this nature will curtail civil 
rights and has the potential to be mis- 
used in a malicious and vindictive ac- 
tion against a citizen who might even- 
tually be found innocent. Even the 
media have to worry about the law be- 
cause a magistrate can prohibit the 
"use of photographic apparatus" or 
any other means of "recording of infor- 
mation," or issue orders to ensure "the 
accuracy of any report or declaration 
required of a person." This could well 
mean pre-censorship. п 
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Scene outside the USIS library: pointless to carry on.’ 





SOUTH KOREA 





Echoes of Kwangju 


Students who seized the US Cultural Centre wanted an apology 
from the Americans over a five-year-old grievance 


By Shim Jae Hoon in Seoul 


hen 73 students from five univer- 

sities stormed and seized the 
United States Cultural Centre in 
downtown Seoul on 23 May, they man- 
aged to focus the world’s attention 
once again on a subject that has long 
mortified President Chun Doo Hwan. 
During a defiant 72-hour siege on the 
second floor of the US Information 
Service library building, the students 
pressed two demands on US diplomats 
that have gone to the heart of student 
disenchantment with the US role in 
local affairs. 

The main objective of the the radical 
action was to question the US role in 
the 1980 armed uprising in the south- 
western city of Kwangju which left, by 
official account, 191 killed and 1,000 
wounded. The students contended the 
US should be held responsible for 
these extensive casualties as it was the 
US supreme military commander here 
who “authorised” deployment of the 
20th Korean Infantry Division in the 
‘city to quell the riots. 

Their first demand was that US Am- 
bassador Richard Walker should come 
to them and offer a public apology for 
“connivance in this massacre of 
Kwangju citizens,” they declared. 

The other demand was that the US 
administration of President Ronald 
Reagan should cease “its support fora 
military dictatorship” as represented 
by Chun. In the past few years since his 
rise to power, these perceptions held 
widely by students and other opinion- 
leaders here have troubled Seoul- 
Washington relations. The militant 
students’ action has brought the issue 
into the open. = 

At the end of 45 sessions with the 
students, US diplomats successfully 
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fended off these demands. In the event, 
the protesters decided to end the pro- 
longed siege on their own volition. In 
open letters to the US Government and 
South Korean opposition parties hours 
before their departure — once outside, 
they fell into the hands of waiting 
police — the students said they were 
giving up because “it was pointless to 
carry on meaningless talks with US 
Embassy officials who were not frank 
and candid in admitting responsibil- 
ity.” 

The students added that they were 
also prepared to give up because of the 
imminent arrival in Seoul of a North 
Korean Red Cross delegation for talks 
on reunion of divided families. It is 
understood they did not want to be 
used in communist propaganda claim- 
ing that South Korean students were 
demanding the withdrawal of US 
troops from their country. Their deci- 
sion was welcomed in most circles, 
both government and opposition, be- 
cause of fears of what impact con- 
tinued action might have on Washing- 
ton-Seoul relations. 


hile the opposition New Korea 

Democratic Party and other dissi- 
dents lauded their action as *orderly and 
patriotic," the students made it clear 
that they remained dissatisfied with 
the explanation they received from the 
US on the Kwangju insurrection. 
"Until we [have] received their frank 
apology and ansend to support for the 
present regime, our struggle will con- 
tinue," they said in a statement. 

At a news conference later, US dip- 
lomats pointedly declined to describe 
them as anti-US or pro-communist — 
as they had been freely labelled by gov- 








arp college y 
other country," said one US diplomat, 
"but they had a cause." Commented 
Walker: "We are gratified that an at- 
mosphere of dialogue and conciliation 
has prevailed." 

By refusing to bow to government 
urgings to send in the riot police to evict 
them forcibly — which the students 
warned would lead to them commit- 
ting suicide — Walker and his staff in 
fact won respect from parents and 
school authorities, concerned about 
the impact of any hasty move. 
Thousands of other students were de- 
monstrating in support of those carry- 
ing out the siege and any rash action 
could have touched off a major politi- 
cal explosion. 

But what US officials called the 
"bedrock issue" of Kwangju remained 
unresolved. It was a subject neither 
Seoul nor Washington has taken a 
particular pleasure in discussing. 

In February 1980, Gen. John W. 
Wickham, commander of the Combined 
Forces Command, which has opera- 
tional control over South Korean and 
US divisions deployed along the de- 
militarised zone, faced the situation in 
which the Korean 9th Division was 
pulled out of its position without his 
prior knowledge or approval. Then 
army general Chun used elements from 
this division to strengthen his power 
takeover in Seoul. Faced with a fait ac- 
compli, Wickham had little alternative 
but to accept what had happened, ac- 
cording to US officials at the time. 

Shortly after a declaration of mar- 
tial law in May, citizens of Kwangju 
rose up against Chun, and also against 
the arrest. of dissident leader Kim Dae 
Jung, who was born near the city. With 
days of insurrection resulting in heavy 
casualties and the possibility of North 
Korea taking advantage of the politi- 
cal unrest to create new tension, Wick- 
ham approved the South Korean 20th 
division moving into Kwangju “to re- 
store order,” in the words of US 
sources at the time. 

If soldiers from this division resorted 
to brutality against Kwangju citizens, 
the US could not be blamed, argued the 
diplomats, since it was commanded by 
South Korean officers. As for special 
forces paratroopers who the students 
allege brutally put down riots in the ini- 
tial phase of the nine-day uprising, 
they belonged to the South Korean 
chain of command, constitutionally 
under the authority of then interim 
president Choi Kyu Hah. 

Whatever the truth, five years have 
elapsed since then, with Chun and 
other leading military figures directly 
related to Kwangju now civilians and 
in commanding political positions. The 
government is anxious to avoid any 
more disclosures that would under- 
mine its legitimacy. But the students’ 
siege has impelled the country to takea 
fresh look into the five-year-old 
wounds. п 
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ae 
M3 has been the key month in re- 
AY сепі South Korean history. In a 
| predawn coup 16 May 1961, army gen- 
. eral Park Chung Hee seized power in 
- the name of “saving the nation from 
threats of indirect aggression" from 
— North Korea. During the 18 years of 
- iron-fisted rule until his assassination 
E . by his own security chief in October 
1979, Park sought to enshrine this date 
іп history by calling it “the turning 
. point that awoke the nation from 
slumber and changed its destiny." 
. Less than six years after his demise, 
` growing evidence indicates that histo- 
rians are unlikely to agree with his 
view. Assessing the legacies which 
Park left behind, they point out his 
economic accomplishments are far too 
_ overshadowed by political setbacks he 
` caused. This year, on the anniversary 
of his coup, an editorial in the influen- 
tial Dong-A Ilbo newspaper spoke of 
` “legacies of pain." 
— Park has been followed by another 
military figure in the person of Presi- 
dent Chun Doo Hwan. Ironically for 
| history, he came to power on 17 May 
` (1980) under martial law. On the fol- 
` lowing day, citizens of Kwangju staged 
— à bloody uprising, demanding a return 
` to the pre-Park system of unbridled 
. freedom. 
. "The seeds of these events, all hap- 
| pening in the month of May, were sown 
by Park 24 years ago when he made the 
fateful decision to strike at the con- 
' stitutionally elected government. The 
| question lingering in the minds of 
many South Koreans today is whether 
they did the right thing by allowing — 
| albeit half-heartedly — a general to 
` соте to power, for most judgments on 
| Park today tend to be sobering and 
harsh. Park's economic miracle was 
achieved at the expense of political 
= development. While economically, 
. South Korea represents a case for emu- 
lation by other Third World countries, 
= politically, it is still hovering just 
above the poverty line. 
What helped to consolidate Park's 
coup was its shrewd timing. In a nation 
swept by chronic unrests for nine 
. months following the collapse of presi- 
dent Syngman Rhee's dictatorial gov- 
А ` ernment in face of a bloody student up- 
` rising, Park. represented discipline 
_ where chaos reigned. His programme 
of economic development, symbolised 
by ambitious five-year plans, gave 
purpose where poverty and despair 
ruled. 
А Effete and fractious, civilian politi- 
cians lay prostrate before this show of 
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cost of democracy 
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a new military resolve. Park was the 
first general to seize full power in hun- 
dreds of years of Korea's history. And 
little did they realise that they were 
opening the door to a succession of 
generals in politics, Incapable of clos- 
ing ranks and fighting back, the civi- 
lian edifice crumbled piece by piece as 
they pondered whether to oppose or 
compromise with Park. This spectacle 
was particularly frustrating to the 
United States which at first opposed 
the coup and supported the civilian re- 
gime. Their vacillation has left Wash- 
ington permanently distrustful of 
South Korea's civilian politicians. 
With historical hindsight, almost 
everyone agrees that Park distin- 
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guished the first half of his leadership 
by making some far-sighted decisions. 


Consider for example his 1965 nor- | 


malisation of diplomatic relations 


with Japan, a bitter colonial foe but a | 


fateful neighbour with growing econo- 
mic power in the region. The choice 


ahead of Seoul was whether to carry on | 


its fruitless and often wasteful con- 
frontation or, in realistic recognition 
of the new balance of power in Asia, 


take advantage of its former foe to seek | 
its own economic takeoff. Park wisely | 


chose the latter course. His courage 
and vision impressed many Japanese 
politicians, who resisted the tempta- 
tion to haggle over the size of the repa- 
ration or economic aid that Japan was 
to deliver as the price for rapproche- 
ment. Funds from this source laid the 
skeletal structure for South Korea's 
subsequent industrialisation. 
Similarly, passions rose high against 





his acceptance of the US bid to have | 


South Korean combat troops fight in 
Vietnam — a truly momentous deci- 
sion involving clashes of many in- 
terests which Park took mainly for 
economic reasons. His was a sort of 
"ape Japan" argument, based on the 
example of how Japan successfully 
used the boom resulting from the 1950- 
53 Korean War {0 recover its pre-war 
industrial capability. Foreign ex- 
change earnings from every‘South Ko- 
rean in Vietnam — from éómbat sol- 
diers to construction workérs — sus- 
tained part of thecost of Párk's moder- 
nisation projects. 
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Park: iron-fisted. 




























It was in domestic political leader- 
ship that he faltered badly, especially 
from 1972 when he rewrote the con- 
stitution in a "Revitalising Reform," 
(Yushin), seizing almost absolute 
power at the start of his controversial 
third term in office. A visionary who 
rose from the depth of poverty of Ko- 
rean peasantry under Japanese rule, 
Park carried all his life a love-hate re- 
lationship with his colonial masters 
who sent him as an army officer to 
Manchuria to help guard their in- 
terests. While he hated. their colonial 
control, he admired their toughness 
and hard work. Nothing mattered to 
him except the removal of Korean pov- 
erty, an obsession which to him jus- 
tified the use of harsh dictatorial 
methods. To him, democracy was a 
luxury average South Koreans could 
not afford until they had a sufficient 
standard of living. 


n October 1972, shortly after North 

Korea agreed to start peace talks 
with Seoul, he proclaimed his reform 
programme in the name of uniting the 
South behind him. The programme en- 
visioned *maximising the nation's re- 
sources for economic development." 
He argued this could not be achieved 
without strong national security. He 
then dissolved the national assembly 
and gagged the press. 

Those who knew him and supported 
his move argued that Park, in taking 
such extraordinary steps, was only 
harking back to the country's au- 


| thoritarian political tradition and cul- 


ture, to the model of the Confucian 
patriarchal leader, aloof and distant 
from his people, ruling from the top 
with a stern hand. 

How misguided that interpretation 





was has been amply proven by years of 
unbending struggle put up by the na- 
tion’s intellectual dissidents. Admit- 
tedly, not all supported their agitation 
for restoration of a full democracy — 
most remained on the sidelines with 
their arms folded, watching to see 
which side would emerge the victor. 
But in the 1971 presidential election in 
which civilian politician Kim Dae 
Jung ran, they gave him an impressive 
46% of total effective votes. Before 
Kim, another opposition candidate, 
former president Yun Po Sun, had lost 
by only a fraction of votes to Park. 
These two close contests showed that 
most South Koreans remained com- 
mitted to the democratic process. 

Yet, by providing for an unlimited 
number of six-year terms in office, 
Park's Yushin foreclosed on the chance 
for any more such tests through ballot 
boxes. South Koreans lost their right 
to choose their president by a direct 
universal vote. At the same time, how- 
ever, their per capita gross national 
product rose to some US$2,000 a year 
— a figure much higher than in some 
countries which retain the system of 
direct elections. 

One reason why so many resent the 
Park era is the brutalisation of politi- 
cal processes, often carried out by the 
ubiquitous secret police in defiance of 
all standards of decency. Intrigues and 
bribery were widely employed to keep 
Park’s opponents quarrelling and di- 
vided. Those who resisted tempta- 
tions or refused to knuckle under pres- 
sure met violent treatment, including 
jail and torture. Park frequently chas- 
tised and derided his opposition for 
failing to unite against him and step 
forward with policy alternatives, 
while his agents did everything possi- 





ble to make sure this did not happen. 

The so-called “administrative 
democracy” Park introduced after 
1972 maximised efficiency at the cost 
of consensus. Government depart- 
ments acquired enormous powers by 
making bureaucrats accountable only 
to the president and no one else. The 
national assembly, some members of 
which Park appointed directly under 
the new constitution, was reduced to a 
rubber-stamp. 

Many features of the strict centrali- 
sation of power that marked Park's 
post-Yushin politics remain to this 
day, preventing key social institutions 
such as thepress and trade unions from 
playing an essential intermediary role 
of providing safety-valves against po- 
litical tension. Personalisation of 
power at the top has left South Korea 
politically polarised, offering no 
grounds for compromise or middle-of- 
the-road politics. 

On top of that, one must cite the evil 


6 Park kept on delivering 
bigger and richer rice bowls. 
And so long as their rice 
bowls grew, average South 
Koreans tended to tolerate 

his political excesses. 


effects of the so-called economism — a 
euphemism for the idea that South 
Korea must pursue economic develop- 
ment by whatever means available, ir- 
respective of ethical or moral dictates. 
What was good for Daewoo or Hyundai 
was good for the coüntry, and vice 
versa, Within government as well as 
business, this in turn produced another 
dangerous “can-do spirit" by which 
people resorted to questionable means 
to, achieve unquestioned ends. To 
achieve "targets" set up for exports, 
companies sold and bought quotas. In- 
side the bureaucracy, no one stood up 
to criticise policies even when, for 
example, massive overlapping invest- 
ments were being made in heavy in- 
dustry. 

This system of military-like com- 
mandism did push the economy and 
exports at breakneck speed. Yushin 
enabled Park to better control the na- 
tion's resources and channel its energy. 
His New Village (Saemaul) Movement 
sufficiently organised and motivated 
the rural people to fix their sights on 
improving living standards. During his 
last period in office, Park kept on de- 
livering bigger and richer rice bowls. 
And so long as their rice bowls grew, 
average South Koreans tended to tol- 
erate his political excesses. 

In efforts.to buy hearts with rice, 
however, Park created a highly dis- 
torted economy, whose structure re- 
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sembled a pyramid standing on its | 
head rather than resting on its base. 


While rampant wage increases 
threatened inflation, he continually _ 
fuelled big businesses with more and 
more subsidies to make them respond 
to his policies — cheaper credits and 
tax breaks for specially targeted in- 
dustries. Chaebol, or the family-con- - 
trolled conglomerates, bought land _ 
and other property with their profits, 
rather than re-investing them. They 
moved relentléssly into areas tradi- 
tionally held by small businesses, tak- 
ing them over with government loans. 
A dozen or so chaebol now control — 
nearly half the nation’s GNP. ! 


or the first time in the country’s ` 

history, absolute poverty vanished 
under Park, but the economy now 
Swings between two far-apart poles. 
Despite a fair degree of equity overall, | 
income gaps between the rich in urban. 
centres and rural poor have widened. In 
the words of a prominent sociologist in - 
South Korea: "It's not absolute pov- | 
erty that imperils social stability in — 
South Korea today; rather, it's the — 
feeling of relative deprivation, the — 
feeling that common people are not 
getting the right share of the fruits of 


development." AB 


Economism in South Korea forms an 
interesting contrast to that in Taiwan. _ 
Authoritarian regimes have controlled 
both countries, with Taiwan's being _ 
much longer-lived. Confucian in cul- - 
ture and highly organised, Taiwan, 


too, has made spectacular economic 


strides in recent decades. And yet, 
Taiwan has managed to escape from - 
debilitating political crises, presuma- __ 
bly with the help of a stable middle- 
class created by a fairer spread of na- 
tional wealth. While the South Korean - 
economy is literally controlled by 
mammoth chaebols, Taiwan rests on a 
solid foundation of small, much more 
flexible business enterprises. 

“Here, we have a one-man-one-shop  . 
system," a senior Taiwan official boast- - 
ed to a South Korean visitor not long — 
ago. (He did not say a one-man-one- 
vote system.) By contrast, Park offered 
neither shop nor vote. The shops be- 
came chaebols while the vote lost all _ 
meaning. 

Park disappeared from the stage as — — 
abruptly às he arrived, leaving South 
Korea struggling under the heavy 
weight of his legacies. In a poignant re- 
minder of lingering lessons from his 
troubled era, the streets of Seoul now- 
adays echo to the chants of university 


demonstrators crying for a return to a 
pre-Yushin system of government. 
Seoul's air is filled with the pungent 


fumes of teargas bombs fired by the 
riot police to disperse them. They make 
one ponder about the meaning of May 
in Seoul. п 
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| Test for the KMT А 


Resignations by 14 members of the opposition from the 
provincial assembly add to the ruling party’s troubles 


By Car! Goldstein in Taipei 


A; unprecedented mass resignation 
from the provincial assembly by 14 
non-Kuomintang (KMT) members has 
put the ruling party on the defensive 
and heated up the island's political 
atmosphere in the period leading up 
to elections scheduled for Novem- 
ber. 

The immediate issue that led to the 
walkout on 16 May was a dispute over 
the provincial government's budget for 
fiscal 1986. The tangwai — non-KMT 
opposition — members were protest- 
ing over the inclusion of funds for 23 
provincial commissioners. The Provin- 
cial Organisation Act permits only 11, 
but an executive order has been used 
since 1949, the year the KMT govern- 
ment retreated to Taiwan, as the basis 
for expanding the number to 23. 

The question of the surplus commis- 
sioners has come up many times in the 
past. During budget deliberations last 
year, the entire assembly, including a 
majority of KMT members, passed a 
resolution urging the central govern- 
ment to pass a law bringing the struc- 
ture of the provincial government into 
line with thelaw. 

Many observers say the reason this 
has never been done has to do with the 
KMT leadership's reluctance to change 
the status quo, in which the provincial 
governor — along with the mayors of 
Taipei and Kaohsiung — are appointed 
by the party. The KMT would not be 
eager to allow a tangwai candidate the 
island-wide platform an election cam- 
paign for such a post would afford. 

The dispute highlights the limits of 
democracy in Taiwan. Su Chen-chang, 


. a leading figure among the 14 assembly 


members who resigned, and a Taiwan 
University-educated lawyer, said one 
of their objectives was to focus atten- 
tion on constitutionally guaranteed 
rights that have been suspended under 
martial law — in continuous effect 
since 1949. 

Taiwan has both a central and a pro- 
vincial government because the KMT 
continues to maintain that it repre- 
sents all of China, said to be only tem- 
porarily under communist control. 
Martial law and other emergency 
legislation are also justified because of 
the presumed threat from the com- 
munists, with whom a formal state of 
war still exists. 

The controversy comes at a particu- 
larly awkward time for the KMT, 
which hàs been shaken by major scan- 
dals in the last year. The collapse of 
parts of the Cathay banking organisa- 
tion, one of Taiwan's biggest business 





empires, has turned into a long-run- 
ning exposé of corruption and mal- 
feasance in the country's financial sys- 
tem. 

At the same time, the discovery that 
the chief of military intelligence and 
two aides conspired with notorious 
gang leaders in the murder last Oc- 
tober of Chinese-American author 


Henry Liu, has damaged Taiwan's in- 
ternational reputation. 

The tangwai has tried its best to 
capitalise on the government's dif- 
ficulties. Many opposition politicians 
are eager to use the mass resignation as 






MACAU 


By David Bonavia in Macau 


he visit to Macau by Portugal's 

President Antonio Ramalho Eanes 
on 27-28 May proved to beas much an 
exercise in Portuguese domestic 
politics as in those of the more than 
400-year-old colonial enclave. Eanes' 
talks in Peking with elder statesman 
Deng Xiaoping and other Chinese 
leaders confounded previous official 
Portuguese statements that the visit 
had “nothing to do" with the future 
of Macau. 

Eanes disclosed that he had agreed 
diplomatic talks with China should 
begin in 1986 to solve the Macau 
question. But he would not confirm 
or deny that Macau would revert to 
full Chinese sovereignty in 1997, the 
year when this destiny will overtake 
Hongkong. 

Macau's Governor Vasco de Al- 
meida e Costa, who has nurtured am- 
bitions to become Portugal's presi- 
dent, will be retired from his post 
here by the end of this year, Eanes an- 
nounced. 

Eanes told a press conference here 
that the interests of China and Por- 
tugal were uppermost, but that those 
of the people of Macau would be 
taken into account. He did not have 
any official meeting with the Por- 
tuguese community, whom the local 
Macanese (Eurasians) accuse of rob- 
bing them of high official posts and 
emoluments. 

In a surprise move, Eanes held a 
meeting with opposition figures in 
the legislative assembly and asked 
them not to "create divisions" — an 
admonition which has also been 


NO GAMBLE FOR PEKING | 









rt by personal an 
ideological splits. To register solidar 
ity with the 14 provincial assembl 
members, the six opposition member: 
of the Legislative Yuan staged a walk: 
out and the Pingtung County chief re- 
signed. 

The KMT, no doubt aware of it: 
shaky legal position in the dispute, i: 
trying to prevent it from becoming ar 
election issue. While the speaker of thi 
assembly officially refused to accep 
the letter of resignation of the 14, in. 
tense efforts were being made behinc 
the scenes to persuade some or all o 
them to change their decision. 

Judging by its past performance, the 
tangwai can normally count on the 
support of about 25% of the electorate 
The coming elections are being viewed 
as a test of just how badly KMT's pre- 
stige has been damaged by the scan- 
dals and whether the tangwai can 
overcome its internal conflicts. п 












voiced by Deng. 

The Chinese 
leader told Eanes 
there were “no 
problems” over 
the issue of Ma- 
eau, which has 
been subservient 
to the wishes of 
the Chinese Gov- 
ernment since 
the Cultural Rev- 
olution riots of 
1966, when Portuguese troops shot 
dead a dozen Chinese leftist agita- 
tors. 

The president said that “Chinese 
people" would be trained to take over 
the administration of Macau after re- 
version of full sovereignty to China. 
The Portuguese and Chinese govern- 
ments agree that Macau is sovereign 
Chinese territory under “temporary 
Portuguese administration." 

Bigwigs in the local Chinese com- 
munity were kept waiting for half an 
hour at a banquet while Eanes con- 
ferred with opposition leaders. But, 
on the whole, the atmosphere of the 
visit was one of cordiality among of- 
ficials, with the local Macanese left 
clinging on somewhere in the middle 
and hoping someone would take note 
of their fears and problems. 

About 100,000 out of Macau's 450- 
500,000 population have Portuguese 
citizenship, which — unlike the 
status of British Dependent Territory 
Citizens in Hongkong — bestows the 
right to reside and work in the mother 
country. 
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€ AS Seoul bureau chief Shim Jae 
Hoon points out in this week’s 5TH 
COLUMN, May has proved a turbulent 
month in South Korea's recent politi- 
cal history. I learned my history les- 
son vividly last week as, after inter- 
viewing a Yonsei University profes- 
sor, I walked with the REVIEW's Paul 
Ensor through the campus ground to- 
wards a lively student demonstra- 
tion. On the building to our left the 
words KWANGJU! KWANGJU! 
KWANGJU! emblazoned on a huge 
' banner emphasised that the students 
were not going to allow the massacre 
in that city five years ago — or the re- 
luctant acquiescence by the US in the 
events which led up to it — to be for- 
gotten. 

As we passed the students, we tried 
to look as British (or as non-Ameri- 
can) as possible and were rewarded 
by walking into a thick invisible bank 
of tear-gas. With reddened, stream- 
ing eyes, coughing and spluttering 
into inadequate handkerchiefs and 
with stinging skin, we finally caught 
a taxi and escaped. 
® I HAD spent three days of the pre- 
vious week with my wife on the resort 
island of Cheju, south of the Korean 
peninsula, roughly equidistant from 
Seoul, Hiroshima and Shanghai. 

From Cheju, we decided to spend a 
day at the old Silla dynasty capital of 
Kyongju and booked seats on the 
plane leaving Pusan at 5:40 p.m. on 
Saturday. Our fellow passengers 
seemed largely to be somewhat el- 
derly Korean farmers and their 
wives, most of the women wearing 
the high-waisted Korean traditional 
gown and many of the men wearing 
the plus-four type trousers, stockings 
and curly-toed shoes. The wrinkled 
faces of men and women alike were 
the colour of mahogany. 

On arrival at Pusan airport, we all 
crowded into a small arrival hall 
waiting for the luggage to debouch 
onto the carousel. The farmers and 
their wives looked puzzled until the 
first packages arrived, and then they 
swarmed round the carousel seven or 
eight deep. There was a lot of pushing 
and shoving, and tempers frayed. We 
stood well back, the net result being 
that we had no view of the carousel — 
or the luggage. Finally, I caught a 
glimpse of our suitcase and plunged 
forward, reviving long-forgotten 
rugby skills. A delicate-looking old 
lady, garbed in traditional robe, 
fetched me a kidney blow from an 
elbow which could have passed mus- 
ter as a police baton, while an:oc- 
tagenarian with a wispy beard de- 
livered a shoulder block worthy of an 
American football ace. 
€ BATTERED, we exited, in search 
of the express bus which the 
REVIEW's All-Asia Guide states leaves 


every half hour for Kyongju. In- 
quiries for the express-bus terminal 
revealed that knowledge of English is 
at a premium in Pusan, but finally we 
obtained written directions and a 
friendly taxi which took us all the 
way into town, all the way through it 
(the traffic jams attesting to South 
Korea's economic miracle) and on out 
the other side to a bus terminal which 
looked suspiciously unbusy. By now 
it was after 8 p.m. and, yes, the last 
bus had gone. How much would the 
taxi-driver charge to take us all the 
way to the ancient capital? Answer: 
Won 100,000 (US$120). I staggered. 
The distance to Kyongju was just 
over 60 km, about the same as from 
Narita airport to central Tokyo, a trip 
for which even a Japanese taxi-driver 
would charge only ¥19,000 (US$75). 
But the taxi-driver indicated by sign 
language that he would have to sleep 
at the destination. What about a 
Pusan hotel? He brought the price 
down to Won 85,000. Figuring that 
we'd have to pay for the Pusan hotel 
plus a no-show fee for the Kyongju 
hotel we'd booked, we gave in. 

The taxi drove us back into, 
through and out the other side of 
Pusan — past the airport again. There 
the driver refuelled with LPG gas, 
made a telephone call (to his wife?) 
and visited the toilet. It was as if he 
was preparing for a long journey. 
Then, through a tunnel and, after 
paying the toll, onto a motorway... 
Ф ABOUT 20 minutes later I began to 
feel uneasy. In the sky ahead there 
were the remains of a sunset — and 
Kyongju lies north of Pusan. I re- 
membered the extortionate fare, the 
elaborate preparations . .. Could it be 
... Oh no! Could all that talk on Cheju 
of possible demonstrations at 
Kwangju have led me into naming 
that city instead of Kyongju? Could 
we be headed for the scene of the 
massacre, instead of the Silla capital? 

I asked the driver to stop. We ex- 
pressed our fears. "No, no, OK," he 
said, "we go Kyongju," nodding vig- 


characters for the city. On we drove. 
But very shortly thereafter the taxi 
turned off the highway onto a de- 
serted country road. It was pitch dark 
and raining heavily. We settled back. 
Useless to worry further... but wesat 
up with a start when a traffic sign 
stated unequivocally that we were on 
our way back to Pusan. We stopped 
again. Another conversation, accom- 
panied by sign language and maps. 
Finally, he admitted it all: we had 
been on the road to Kwangju, more 
than 280 km away; we were now re- 
tracing our steps to find the road to 
Kyongju; the fare for that would only 
be Won 40,000. 

It was well after 11 p.m. when we 
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arrived, after much meditation on my 
part on the dangers of imperfect com- 
munications. As all the extra driving 
had undoubtedly been my fault, we 
added a generous tip — and the driver 
departed to sleep at his own home 
that night. 

€ WHEN we got back up to Seoul, I 
was relieved to find that I was not the 
only one to have suffered from simi- 
larly named Korean towns, Ensor 
told me that a year ago he had ar- 
ranged to meet a friend in Chonju, 
and mistakenly took a bus to 
Chongju, half an hour's drive to the 
south, still in Cholla province. As he 
said, fortunately he did not go to f 
Ch'ungju, which is another 200 km | 
north — or for that matter Chinju, - 
which is on the way to Pusan. So 
perhaps we got off lightly. 

€ KYONGJU, which, I had better re- 
peat for the sake of clarity, is the old 
Silla capital, reveals the extraordin- 
ary flowering of Korean culture 
which took place there between 
about 1,300 and 1,000 years ago. A 
marvellous museum contains the 
findings of digs in the royal tombs, 
great hill-like mounds dotted 
throughout the town, including a 
magnificent gold and jade crown. 
Away to the southeast lies the exten- 


| sively renovated Pulguksa temple 
| and a haunting statue of the Buddha 


perched on a mountainside inside the 
Sokkulam grotto. 

Korean culture has never known 
flowering since Silla. 
Nevertheless, there were still suffi- 
cient craftsmen of sufficient genius 


| around in the 1590s to be kidnapped 
| by the invading Japanese shogun 


Hideyoshi and to spark off the glories 
of Nara and Kyoto in Japan 

€ TODAY the cultural flow is in the 
other direction and much of modern- 


| day South Korea has strong Japanese 
| echoes — not only economically. The 


students, the dramas of feudal days 
on TV screens, the advertisements 
which interrupt them. , . and the way 


| the South Koreans take their plea- 
orously as my wife wrote the Chinese | 


sure. At Kyongju we stayed in a hotel 
by a lake, on the waters of which two 
pleasure boats took holidaymakers 
round and round. One of the boats 
was in the shape of a swan, the other 
even more comically like a duck. It 
could have been Lake Hakone 
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Tzn slow, uphill Years 


By Hamish McDonald in Port Moresby 


illiam Nomane's daily bus run 
W from Goroka to Kundiawa takes 
him through a 3,000-ft moun- 
tain pass and into what would have 
been for his father, enemy territory — 


entered on almost certain penalty of | 


death by spears and arrows. 

Nomane’s biggest problem on one 
recent day was a vehicle road-worthi- 
ness check mounted by the police high- 
way patrol just outside Goroka. 
The tangled spaghetti of wiring droop- 





ing out of the bus’ dashboard pointed | 
to problems: Nomane was duly booked | 


for non-operating windscreen wipers, 
headlights, horn and bald tyres, and a 





“defective vehicle” sticker was slap- 
ped on the windscreen. After 20 mi- 


nutes of discussion, Nomane was given | 
three days to fix the faults and pay his | 
Kina 32 (US$30.70) fine, and the jour- | 


ney continued 

To more than a few economists, peo- 
ple such as Nomane are seen as repre- 
senting the free-enterprise future of 
Papua New Guinea. As the bus 
crawled over the 3,000-ft pass, the 37- 
year-old proprietor explained that he 
and his family bought the 24-seat Mit- 





subishi back in 1976 for Kina 18,000 | 


after five years of saving money from 
their coffee garden. 


A.ELANESIAN DRIFT 


apua New Guinea Prime Minister 
Michael Somare has emerged 
from this year’s parliamentary bat- 
tles a greatly diminished leader, de- 
spite the routing of the immediate 
challenge. Somare easily defeated a 
vote of no-confidence on 25 March 
after the defection of his deputy 
prime minister, Paias Wingti, and 13 
other former Somare supporters from 
the ruling Pangu Pati. 
But his new coalition has a dis- 
tinctly ramshackled air. Within a few 


weeks the new deputy, John Momis of 


the Melanesian Alliance Party, has 
been bitterly attacking Somare on a 
controversial national issue, the in- 
troduction of TV. 


Somare is also having to take into 


government other unruly elements, 


most notably the wily Highlands 
politician, lambakey Okuk, who was 





re-elected to parliament in April ina 
by-election after a protracted court 
battle on his eligibility. Okuk’s de- 
liverance of 10 Highlands-based Na- 
tional Party MPs to Somare was cru- 
cial: he will now get his reward in an 
already over-stuffed ministry. 

As deputy to former prime minister 
Sir Julius Chan — leader of the is- 
lands-based People’s Progress Party 
— during Chan's administration in 
1980-1982, Okuk proved a loose can- 
non on the ship of state. The state air- 
line Air Niugini still loses money on 
aircraft he personally ordered, and 
particularly embarrassing were his 
strong anti-Indonesian opinions on 
Irian Jaya, which Momis also shares. 
Such views will sit uneasily with So- 
mare's acceptance of the status quo 
across the border. 

This uneasy coalition of men who 


That investment returns to Nomane 
and his younger brother Topias, who 
works collecting the Kina 3 fare, at 
about Kina 1,500 a month — if no re- 
pairs are needed. While the Nomane 
brothers seem to make no formal al- 
lowance for depreciation, they have re- 
placed the engine once and recently 
put a second bus on the road. 

The 700-km highway which runs 
from the coastal city of Lae up into the 
country's great highland valleys is the 
prime example of how a basic infra- 
structural investment can bring a huge 
population out of a subsistence econ- 
omy and trigger economic growth — 


have no high regard for each other in- 
vites another vote of no-confidence in 
the two years the present parliamen- 
try term still has to run. Wingti main- 
tains he will forbear "for the good of 
the nation" from bringing such a vote 
unless some "extraordinary" cir- 
cumstances arise. 

The lapse of the parliament into а 
scramble for power has probably 
ended a reform move intended pre- 
cisely to keep political minds focused 
on the long term. Thrust aside, 
perhaps forever, are proposed con- 
stitutional changes which would let 
the prime minister call an election 
immediately after losing the confi- 
dence of the parliament, and require 
members who switched party to face 
his voters in a by-election. 

Given that Papua New Guinea vot- 
ers regularly turn out 50% of sitting 
members at each election, these mea- 
sures might have sobered MPs with 
the prospect of a term much shorter 
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even in areas such as the Highlands, 
which were opened to the outside 
world only 50 years ago. 
Unfortunately, this highway also 
stands out because it is so far about the | 
only inexpensive transport link be- 
tween far-flung population centres. 


Apart from short coastal roads, the | 
government has not added greatly to | 


the stock of roads left by the earlier 
Australian administration. Only now 
are plans being made for a Japanese 
aid-funded project to thread a road 


through the country's rugged central- | 


mountain spine between the capital, 
Port Moresby, and Lae, the second 
biggest town. 

Similarly, 
shipping is sparse and expensive 


Movement of people falls heavily on | 


costly air travel provided by the errati- 


cally run state-owned Air Niugini, | 


which manages to lose money for the 
government as well as help keep up 
transport costs for everyone else. 


coastal and inter-island | 


than the five years they expect. An- 
ather constitutional amendment hang- 
fire for a year is the removal of in- 
eos from the Public Services 
Commission, seen as a necessary pre- 
lude to a far-reaching shake-up of the 
country's slothful civil service. 


though Somare did show deci- 
b siveness earlier this year in order- 
ing the closure of the Ok Tedi copper 
and gold mine to force decisions out 
of the private partners, his leadership 
has otherwise lapsed into what one 
foreign observer called a “Melane- 
sian drift." Even old friends in the 
bureaucracy are starting to comp- 
lain, “I have great affection for the 
chief," said one former department 
head. “But it has become impossible 
to get him to take notice of things and 
take action." 
The Pangu Pati, which helped 
рф the entry into nationhood, is 
in disarray. The block which fol- 
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As the 10th anniversary of indepen- 
| dence approaches, on 16 September, 


| the country's economic growth record 


| has come under some tough criticism 


and its planning bureaucracy is in the | 


throes of a major shift in policy em- 
phasis. 


that political priorities left no 
alternative but a strategy of distribut- 


land 
had to cope with vigorous secession 
movements in the more prosperous 
outer-island areas of Bougainville and 
East New Britain, and even in the 
| backward Papuan region. 





ernment services and the return of 


cal people, the first government led 
| by Prime Minister Michael Somare 
| was forced to concede a new tier of 


lowed Wingti out of the party may 
have been motivated by oppor- 
tunism, but Wingti voices wide- 
spread criticism that Pangu has fall- 
en into sleazy ways. 

“Pangu has shifted from a mass 
party to being a party of special back- 
ing,” Wingti said in an interview. 
“Most of the people who finance the 
party are wealthy. They seem to have 
more access to government than ordi- 
nary people.” 

Few who know anything about Pa- 
pua New Guinea politics would dis- 
agree with this. “There is a new breed 
of the 'shonkier,' or shyster, type of 
businessman here who unfortunately 
is getting closer to the government," 
one economist in Port Moresby said. 

The easy shift of MPs in and out of 
parties penalises those who stay 
loyal, often the most talented. The 
clinching reward for a switch is 
one of the 27 ministries, each bring- 
ing a large house, chauffeur-driven 


any of the country's leaders 
since independence have argued 


ing economic benefits throughout the | 
At independence, Port Moresby | 


As well as equal distribution of gov- | 


> * | 
some foreign-owned plantations to lo- | 


| style parliamentary system. Leaders 





REVIEWMAP by Andy Tang 
government at the provincial level — 
adding a heavy burden on revenue, dis- 
persing the country’s scarce talent and 
creating new bureaucratic thickets to 
hamper entrepreneurs 

Only іп a few of the 19 provinces do 
the governments function at all impre- 
ssively and three are currently sus- 
pended for outright mismanagement 
and corruption. Those working best 
are in former areas of secessionism 

Somare, back as prime minister 
since 1982 after a two-year spell in op- 
position, has threatened a referendum 
on the abolition of the provincial gov- 
ernments. But in his latest statements 
he appears to be taking a softer ap- 
proach. Most political analysts in Port 
Moresby believe that for better (in 
some cases) or for worse (in most) the 
provincial governments are there to 
stay. To the 109 politicians in the na- 
tional parliament, this adds up to 361 
more politicians on the public payroll 

The independence period witnessed 


limousine and foreign travel as perks. 
The only MPs who can be safely put 
on the backbenches are the most 
loyal, or, in extreme cases, the prime 
minister's own wantoks (members of 
the same tribal clan). Two of So- 
mare's best ministers, Tony Siaguru 
and Sir Barry Holloway, laid down 
their portfolios in March so that So- 
mare could survive. 

To some extent the trend merely re- 
flects the successful grafting of tradi- 
tional-style local politicking over 
land, pigs and women onto a British- 


follow the tradition of village "big 
men" who stay in power by generat- 
ing wealth and handing it out. 
According to Chan: “I worry that 
MP might become so much a dirty 
word the voters wil throw the whole 
lot of us out at the next election. We 
would then have a completely untried 
team in government. That's a 
danger." — HAMISH McDONALD 
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birth climbed from 40.4 years in 1970 


to 53 years by 1982: Although only 
ом 13% of the workforce are em- 






onomy is thought to extend to more 
than 60% through earnings for small- 
jolder coffee апа other. commodities. 
Per capita income was.put by a World 
Bank comparison at US$840 in 1981, 
marginally ahead of Thailand and the 
Philippines. 

Economic growth has slumped mark- 
edly since the: early 1970s, however. 
The average 6.7% annual increase in 
gross domestic product in the 1960s 
switched to an average 2% in the 1970- 
|, 82 period. A recovery in the prices of 
the main agricultural commodities ex- 
ported — coffee, cocoa, copra, palm oil 
id tea — lifted growth to 4.9 % in 
endar 1984, despite weakness in the 
two major metal exports: copper and 
gold. Foreign reserves were a high six- 
and-a-half months of imports at the 


A good prospect holds for this year, 
though the 6.8% budget estimate made 
_ in November is unlikely to be attained 
because of hold-ups in the Ok Tedi 
copper and gold project, and weaker 
prices for rural items. Government 
hopes to phase out commercial bor- 
rowing by 1987 have been quietly 









"he low profile of the military in 
‘Papua New Guinea is one of the 
country' s many political surprises 10 
years after independence. The officer 
corps has not proved to be a reliable 
jumping-off point into power. 
The former commander of the Papua 
New: Guinea Defence Force (PNGDF), 
retired brigadier-general Ted Diro has 
tried and so far failed to break through 
to the prime ministership — a goal he 
openly declared for himself five years 
аво. 

As the first national to command the 
untry's forces and with the kudos of 
having led the action to squash the 
1980 separatist rebellion in Vanua- 
's Espiritu Santo, Diro won elec- 
tion to parliament easily in 1982. He 
became leader of the opposition, but 
was replaced just a year later by wily 
Highland ‘politican Iambakey Okuk 
and has since become lost in the coun- 
 iry's fast-changing alliances. In the 
latest round of. parliamentary musical 
chairs, Diro was once again left stand- 

ing. 

"The present comibandes; Brig.-Gen. 
‘Ken Noga, is a failed politician, havin 




































Jloyed in the modern sector, the cash | 





Army career no stepping 
stone to political power 





in the country, all 


sate for the rigours and dangers of a 


Papua New Guinea posting. For the 


85% of Papua New Guineans living in 
tural villages, average income is closer 
to US$100 à years 

To former finance secretary Charles 
Lepani, who has co-authored a new in- 
dependent assessment of the economy, 
the medium- to long-term outlook pre- 
sents a sobering picture. Unless impor- 
tant changes are made soon, he says, 
the country could slip: back seriously 
over the next 20 years. The dangers 
come from a mix of poor growth and 
rising population, according to Lepani 
and other economic anaylsts. 






Papua New Guinea has ample 
land for its present 3.3 million 
people. Hunger is virtually unknown, 
though there remain areas where peo- 
ple subsist on poorly balanced diets. A 
cursory look at land, even in the great 
highland valleys holding about one- 
third of the population, shows much 
arable land unused or only casually 
tended. 
But with a population growing at 
2.3% a year, according to possibly 
understated data from the 1980 na- 


B y most Third World standards, 


stepped aside to stand as a Pangu Pati 
candidate in the 1982 elections as well. 
Not having succeeded, he is back in the 
ranks. 

Right up until independence in 1975, 
all Papua New Guinea troops were 
members of the Australian army, with 
the fighting element comprising two 
battalions of the Pacific Islands Regi- 
ment (PIR). At transfer of sovereignty, 
some 600 Australian servicemen were 
in Papua New Guinea. The first 
PNGDF officers to graduate from Aus- 
tralia's cadet school, in 1963, would 
have by then reached only the rank of 
major in thenormal Australian pattern 
of promotion. 

An Australian officer remained as 
chief of staff, the right-hand man to 
the PNGDF commander until 1980. 
Today some 75 Australian servicemen 
are seconded to the PNGDF, mostly in 
technical positions. Some 45 others be- 
long to a training team and direct en- 
gineering work as a civic project in the 
Highlands. 

While officers are now trained at the 
Papua New Guinea Defence Academy 












in Lae and- other ranks in Рогі 






years to 7.3 million. Should po 
growth continue at an averag 
rate of 2%, of course, the pinch will be 
felt long before that. Papüa. New 
Guinea has no population policy, 
though public discussion is starting to 
stir. 

Strongly held but ill-defined owner- 
ship under traditional law, covering 
97% of the country, could mean that 
the most vigorous farmers cannot eas- 
ily move to under-utilised land. areas. 
“It’s one of our biggest constraints," 
said former prime minister and finance 
minister Sir Julius Chan. 

Export-led growth prospects are u 
certain. Prices for commodities ex- 
ported by Papua New Guinea seem 
likely to be flat in coming years, while 
production is likely to be hit by the 
failure in recent years to re-invest in 
new plantings on ‘several major plant- 
ations due to uncertainties about land 
tenure, or just to poor management. 
Whether or not Ok Tedi is developed as 
a long-term copper producer depends 
on the mix of copper prices and over- 
heads and, two years hence, under an 
agreement still being hammered о 
between Port Moresby and pr 
shareholders. 

Three major gold discoveries = 











































Moresby, some 300-350 PNGDF- per- 
sonnel are funded by Canberra each 
year to undertake short-term training 
in Australia. 

The two PIR battalions are still the 
main combat force, augmented by an 
engineer battalion. A maritime ele- 
ment operates two heavy landing: craft 
and five patrol boats donated froi 
Royal Australian Navy. An air tri 
port squadron runs six DC3 and five 
Nomad aircraft. Total strength of the 
integrated force is about 3,260 men. 

Some outside analysts query, the 
necessity for having such а force. It 
would be negligible should the wil 
fears of some Papua New Guin 
ever be realised and Indonesia m 
attack. Short of that, the PNGDF does 
little that.a simpler police mobile unit 
could not do. 

Costing Kina 34 million (US$32.6 
million) to maintain, with Australian 
support worth another A$18 million 
(US$12.6 million), the forces are a 
heavy weight on the country. 









he forces. themselves feel increas- 
ingly starved of funds. "It is very 
different these days, not so exciting," 
one officer said. *A few years ago we 
had the money to:carry out all kinds of 
operations and training." Being bound 
to their barracks 

Wewak has no 
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Рорега in the Enga highlands, at Mis- 


ima island in the Lousiade group and 
on Lihir island off New Ireland — do 
hold prospects of other sources of min- 
eral income, along with a promising oil 
find by Gulf Oil at Juha in the north- 
east corner of Western Province. 
Despite a sharp improvement in 
public finances last year from taxes on 
increased rural-commodity exports, 
the central government will be 
squeezed financially in coming years 
through the low domestic tax base and 
a declining grant from the Australian 
Government, whose almost completely 
untied contribution of about A$300 


PNG soldier: symbol of national identity. 





rated as “of indifferent quality” by one 
military observer. 

The air wing has managed to put na- 
tionals into the pilot seats of all its air- 
craft, no mean achievement in a coun- 
try with some of the world’s most dif- 
ficult flying conditions. But mainte- 
nance of both aircraft and ships would 
break down if Australian experts were 
withdrawn, a situation unlikely to 
change quickly. “We have got another 
20 years work before the air-transport 
squadron would fly by itself,” one 
source said. 


Se — ow 
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million (US$210 million) accounts for 
about 30% of budget receipts. 
Negotiations on a new five-year aid 
agreement, to start in July 1986, are to 
take place in Canberra over the coming 


months and are to be completed by the | 


16 September celebrations. Insider ac- 
counts suggest that sections of the 
Papua New Guinea Government have 
misread the mood in Australia and 
may be banking on rather more aid 
than will be forthcoming. 

A committee headed by the former 
head of CSR Ltd, Sir Gordon Jackson, 
has advised the government of Austra- 
lian Prime Minister Bob Hawke that 
untied grant aid should 
decline in real terms by 
5% a year over the new 
agreement's term, with 


the country — giving a 
net decline of 3% annual- 
ly. Financial stringency 
promised by Treasurer 
Paul Keating makes it 
highly likely that the ad- 
vice will be taken. 

While Australian aid 
has been flowing on such 
easy terms, Port Moresby 
has not pursued too 
strenuously a diversifica- 
tion of its aid sources. It 
has haggled with Japan 
over aid terms but, fol- 


Only one company of 
troops, about 100 men, is 
kept in the area where 
there is a clear role for 
some kind of security 
force to play — the border 
with Indonesia across 
which Free Papua Move- 
ment rebels flit with rela- 
tive impunity. These 
troops move from their 
base in Vanimo only a few 
times a year. A second 
such border station, also 
for a company-strength 
unit, will be set up soon at 
Kiunga in the Star Moun- 
tain region close to the Ok 
Tedi mine. 

Perhaps the main func- 
tion of the force is as a 
symbol of the country's 
national identity and willingness to 
defend itself. Like Australia's own 
barracks-bound forces, it could func- 
tion as the nucleus for expansion 
should a threat emerge. 

Could pressures arise from within 
the PNGDF for a different role? The 
Australian army is in no hurry to cut 
the connection, for Canberra's own 
good reasons. "We want to foster a 
truly independent capability up here," 
one Australian source said. "But we 
aim to remain the primary source of 
supply and advice." 


40% of the cuts diverted | 
to project, or tied, aid to | 








lowing January's visit by Japanese 
Prime Minister Yasuhiro Nakasone, is 
clinching a Kina 28 million offer to fi- 
nance the pilot work on the long- 
sought Port Moresby—Lae road link. 

The Government's ability to mar- 
shall domestic resources is limited by à 
badly rundown but expensive civil ser- 
vice. Not only does it place a huge bur- 
den on limited receipts, declining effi- 
ciency has reduced the efficiency of re- 
venue collection itself 


ith perhaps 50,000 of its 
Wo wage earners employ- 
ed by government at the central 


or provincial level, Papua New Guinea 
has a civil service trying to work Aus- 
tralian-style systems set up 10 years 
ago. "The Australians built a very 
luxurious system," said Chan. “I don't 
blame them — they wanted Papua New 
Guinea to be as good as Australia. But 
no one understands the procedures, the 
systems. We have so many job classifi- 
cations, for example, that each depart- 
ment needs 20 to 30 clerks just to 
keep them in order. We can't afford 
it.” 

Through the early years of indepen- 
dence, the public service operated well 
under a combination of bright young 
local and a number of energetic Aus- 
tralian recruits. The expatriates have 
since returned home. Most of the 
brightest Papua New Guinean depart- 
ment heads have also stepped aside, 


Some signs of restiveness at the Aus- 
tralian guiding hand are starting to be 
felt in the officer corps here, however, 
with graduates of the Lae Defence 
Academy now reaching lieutenant- 
colonel level. “The ones who studied in 
Australia tend to be very Australian- 
oriented and think the same way we 
do,” said one Australian officer with 
experience in Papua New Guinea. 
“The younger officers are more 
nationalistic and more inclined to re- 
gard us with some suspicion.” 


his feeling almost certainly influ- 

enced Port Moresby’s recent deci- 
sion to order three Arava 201 short- 
take-off and landing aircraft from Is- 
rael, at a cost of Kina 12.6 million. “It 
was an expression of independence,” 
said an Australian source. 

While the experiences of Diro and 
Noga are hardly encouraging for those 
with political ambitions, the open self- 
alignment by Noga with the Pangu 
Pati does point to some politicisation 
— especially as he was then endorsed 
by the new Pangu government as com- 
mander. Indeed some observers see po- 
litical motives in Diro’s earlier posting 
of Noga out of the country to a liaison 
job in Canberra. “I think we are going 
to see more of this kind of thing as the 
years go on,” said one source, closely 
acquainted with the country’s officer 
corps. — HAMISH McDONALD 
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9, who bas moved from thesecretary’s 
st in the Finance Department to 
head the state-owned Papua New 
Guinea Banking Corp. “I just couldn’t 
ut up with it any longer,” Morauta 
aid. 

The disorder of the civil service is in- 
"tensified by the failure of the two uni- 
versities, in Port Moresby and Lae, to 
"produce graduates with professional 
skills in administration. "Students are 
hot being trained in professions such 
“as engineering and accounting to 
standards that would be generally ac- 
‘ceptable in neighbouring Southeast 
Asian countries or in Australia and 
„Мем Zealand,” economist Helen 
Hughes of the Australian National 
‘University noted in a recent paper. 


t dusk the streets of Port Moresby 
empty rapidly. Drivers keep their 
windows up and doors locked and 
“glance cautiously around when they 
stop at traffic lights or turn into drive- 
ways. 

> Foreign residents and many of the 
“wealthier Papua New Guineans live 
behind 3-m high fencing topped with 
barbed wire. To avoid the moment of 
"ulnerability when gates must be 
pened, some have installed electronic 
óntrols that can be operated from 
ithin a locked car. As a last resort, 
ome houses have an impregnable 
trong-room where the occupants can 
ait until help arrives. 

~~ Doberman and Alsatian dogs train- 
-ed to attack intruders are at a pre- 
mium. "We have hundreds of people 
"wanting to take ex-police dogs when 
retire them," said Papua New 
uinea Police Commissioner David 
'asion. 

The crime problem is the subject 
every conversation seems to return to 
in Port Moresby. So bad has the city's 


expatriates who. are either very well 
qualified but totally inexperienced, or 
the types who could not get a job any- 
where else,” said Brian Brogan, an 
Australian economist who is director 
of the privately funded Institute of Na- 
tional Affairs in Port Moresby. 

This civil service still religiously en- 
forces an inherited collection of Aus- 
tralian-style regulations and stand- 
ards, many of which are no longer ap- 
propriate to Australia let alone Papua 
New Guinea. 

Australian-style health and zoning 
lawshamper small-scale vendors, such 
as the scores of trailer-mounted snack 
bars — known as tucker boxes, or kai 
buses operating around Port 
Moresby. In a country where many do 





Rampant rascals rule 
the roost after dark 


reputation become that a worsened 
law-and-order picture is routinely 
cited as a major deterrent to business 
and investment. "It's one of our biggest 
constraints," said Patrick White, man- 
aging director of the big. W. R. Car- 
penter trading group in Papua New 
Guinea. "It affects our ability to get 
staff, nationals as much as expatriates. 
We have good people we can't get to 
work in Port Moresby." 

At night Port Moresby, and to some 
extent the second biggest city, Lae, be- 
| comes the territory of the criminals 
known as "rascals." Some rascals have 
been stepping up their offences from 
petty crime, including bag-snatching, 
break-and-entering and pilferage, to 
include robbery, car theft, assault with 
cutlass-like bush knives and guns, and 
gang rape. 

Tasion says itis not clear that Papua 
New Guinea has a crime rate worse 
than other countries. Official figures 
show that іп 1984, 331 homicides, 490 
rapes and 633 assaults were reported. 
But he agrees that the nature of crime 
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many of its own traditions. Those who 
have the money, such as senior public 
servants, are prone to massive beer- 
drinking sessions in the planters' 
clubs, bowling clubs and veterans' 
clubs once reserved for the whites but 
now open to all who can maintain a 
standard of footwear above the rub- 
ber-thong class. A thriving network of 
bookmakers turns over about Kina 50 
million a year. 


country in Papua New Guinea's 
position has been an Australian- 
style — industrial-relations system 
Trade unions are relatively strong and 
vocal. A Minimum Wages Board sets à 
floor on wage rates which, at ine 


p^ the most damaging for a 





has changed and that people are right 
to take security precautions. “Today it 
is supported, it is more associated 
with, violence," he said. 

What has clearly set city residents 
most on edge has been a number of 
gang rapes of women and young girls 
over recent months. Both expatriates 
and locals are the victims: increasingly 
rape is an adjunct to break-ins and 
robberies. In some cases, women have 
been dragged from suburban houses in 
broad daylight to be raped by gangs. 

Publie confidence: in the 4,500- 
member Royal Papua. New Guinea 
Constabulary has dropped. "Ther e 
boldness, a brazenness now, not ne 
sarily an increase in crime," said Fr 
Bill Houghton, an. Anglican priest 
familiar with the, criminal world 
through his prison ministry. “The offi- 
cial mechanism against the rascals is 
so filled with inertia." It is widely 
claimed that police are late on the 
scene, sometimes drunk on duty.and 
frequently bungle prosecutions. 

Tasion insists the force is improving, 
but admits capability did decline 
sharply soon after independence. “Just 
before independence, we had 300 ex- 
patriate officers ànd this went down 
sharply to. just seven," Tasion.said. 
*National officers who had not been 
allowed to use their initiative before 












in “countries such as the’ Philip- 
pines. 

Any plant with more than 25 work- 
ers has to pay penalty rates for over- 
time past 37-42 hours a week ánd up to 
two-and-a-half times basic pay at 
weekends. Awards also stipulate spe- 
cial loadings for dirty work, paid sick 
and compassionate leave, three weeks 
paid annual holiday, six months long- 
service leave after 15 years, severance 
pay and even transport to work in some 
cases. The benefits often double wage 
costs. 

The system has encouraged use of 
capital where possible. In just one case, 
a big Australian-owned plantation has 
cut its workforce by 700 in recent 
years. But it also discourages intensive 
use of scarce capital: ports operate on 
only one shift a day because of penalty 










wait until the next wage award is over 
in case unions catch on to the pro-in- 
flation tactic. 

Port Moresby is opening debate on 
key issues such as economic growth 
and population planning, despite its 
intensified political infighting. An at- 
tempt is being made to improve the 
calibre of civil servants, with support 
from the World Bank for training 

Perhaps the brightest hope of all is 
that people in the Highlands and is- 
lands are managing to get out and ac- 
cumulate capital even under present 
systems. But to unleash that huge in- 
nate talent across the country, Papua 
New Guinea will have to forget many 
of the things it has learned from its 
former master. At 10 years of age, the 
country faces a difficult economic 
puberty. п 


fd Papua New Guinea. 

‚ Those few ministers and bureaucrats 
concerned about these inappropriate 
standards have given up on a frontal 
assault in favour of undermining 
through use of strategies that would 
worry authorities elsewhere. 

It is an open secret in informed cir- 
cles that a certain amount of inflation 
is being encouraged: with wages inde- 
xed up to 5%, any rise in prices above 
that reduces real wages. Meanwhile, 
the kina — kept “hard” during the 
early years of independence — is being 
gradually lowered against the curren- 
cies in which imports are priced, such 
as the Australian dollar which ac- | 
counts for 53%, while allowed to drop 
heavily against the US dollar in which 
some 87% of exports are denominated. 
However, a sharper drop against im- 














Tasion: ‘we are improving.’ 





were thrown into these posts with no 
training or experience, and no one to 
assist. Out of all government agencies 
the police force is one of the most 
localised.” 


he law-and-order crisis is posing a 

test of the country’s legal system. So 
far authorities show every sign that a 
solution will be attempted within legal 
and constitutional norms. No Jakarta- 
style “mysterious killings” have occur- 
red even though gang leaders are 


` women, stole tyres. We never rape 


any girls. The Bomai now has 150-200 


members, if you. count all the 
branches. 







_ “We would fight with the other 
The Kips Koboni [mostly of 

boys from the Papuan Gulf 

region] oun come and walk around 
in our streets at Boroko [a Port 
Fraud e ed district] and x 
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selves. A new Law and Order Task 
Force, headed by former police com- 
missioner Pius Kerepia, held a residen- 
tial “retreat” in April for 70 rascals to 
find out their motives. "The main 
cause of frustration is lack of jobs," 
Kerepia said. 


sometimes well-known to the frus- 
trated police. 

Authorities are also strongly op- 
posed to any spread of firearms in the 
community, to prevent both “vig- 
ilante-ism" and the capture of guns by 
criminals. Illegal ownership of guns 
has increased and these weapons are 
starting to be used in robberies. 

Nor has the country yet adopted a 
harsher retributive approach. After 
one particular vicious gang rape last 
year of two women and a nine-year-old 
girl from New Zealand, Prime Minister 
Michael Somare supported calls for 
capital punishment of rapists. He later 
dropped the idea after criticism that 
this might lead to victims being killed 
to prevent testimony. A proposal for 
corporal punishment is under discus- 
sion, but could run afoul of constitu- 
tional objections. 

Police say they will be handicapped 
in the foreseeable future by Port 
Moresby's poor infrastructure. Only a 
small percentage of homes have tele- 
phones and the only public telephones 
are in post offices, which are locked up 
at 3 p.m. While there are calls for more 
police foot patrols on the street, rascals 
move easily through the hills at the 


erepia has proposed that local au- 

thorities offer contract employment 
to rascals, to cut grass or clean up park- 
land. Some gang leaders say they have 
halted crime while they wait for such 
jobs, though daily crime sheets indi- 
cate that freelance crime continues, 

Much local reaction is outrage. “No- 
thing like that is down for the vast law- 
abiding majority of people in urban 
settlements,” said anthropologist 
Louise Morauta. Nor are government 
agencies and local councils rushing 
forward with funds. “Mr Kerepia has 
got nothing to give them,” Morauta 
said. “He can make things worse. What 
happens when he can’t deliver the 
goods?” 

Kerepia himself insists it is the only 
lasting solution. “A changed person 
with an empty stomach is not a 
changed person,” he said. “People say I 
| want to spend government money on 





back of most suburbs. feeding the criminals. I say: That's 
A more controversial strategy has | right, what about the jails?” 
been a dialogue with the rascals them- — HAMISH McDONALD 














all the little boys. They listen at 
he has to say. "слон that the a 
very strict. So we stay away from 
things that can get 10 or 30 years in 
jail. We would do things that would 
ee 


em 


ing a car. I та 
ТОБ from a car wrecker T Some- 
Professur sean ко 
Chaba Jer е а 


зн 


те and 
Ё әйлә 


m 


41 















INTERVIEW/MICHAEL SOMARE 





roughout Papua New Guinea, 
E Prime Minister Michael Somare is 
known simply as “the chief.” At 49, 
carrying a bit of weight and with 
strands of grey appearing in his beard, 
Somare has seen first hand his country 
move through several eras, 
As a young boy, in his village near 
Wewak, he received his first formal 
ichooling from a Japanese army officer 
who taught the local children 
athematics and to bow to the sun ris- 
hg over the Bismarck Sea. Under re- 
tored Australian rule following World 

ar П, he became a teacher and broad- 
aster before being elected to the terri- 
"^s assembly in 1968 and taking a 
ding role in pre-independence poli- 
atthe head of the Pangu Pati. 
Somare became chief minister in 
973 and, when Papua New Guinea 
ained independence in 1975, he be- 
ame prime minister. Defeated in a 
arliamentary vote of no-confidence 
1 1980, Somare waited on opposition 
hes until elections ir 1982 re- 
ned his Pangu Pati to power. As 
ell as being national leader, Somare 
ireal chief: on the death of his father 
e was chosen as leader of his East 
epik clan and underwent à tradi- 
onal inauguration lasting. several 
ays. Although under attack 
gedly handing out perks to political 
ies, Somare is unpretentious and 
le in his own lifestyle. 

n.Somare met REVIEW torres- 














































plantations. 





ler sudden changes? 


slicing through the maze 
bureaucratic red tape 


service. Somare's sons brought in a 
cold drink, and when a fly dropped 
into his own glass Somare simply 
fished it out with his finger, remark- 
ing: “God made all things for us to eat, 
except for flies.” 

In his replies to the REVIEW's ques- 
tions, Somare made it clear he sees the 
future for most Papua New Guineans 
in smallholder agriculture. 


Do you accept the criticism that Papua 
New Guinea has had a lower growth 
rate than its economic potential al- 
lows? 

Ithink that's quite true. I don't dis- 
agree with that. What we should have 
done when we made policies 10 years 
ago was place more emphasis on ag- 
riculture. Growth is lagging behind. 
Maybe because of what we inherited: 
our structure of government, our infra- 
Structure, our public service. We tend 
to spend too much moriey on that 
structure and not enough on agricul- 
iure. Maybe the provincial govern- 
ments would disagree with me, but 
they have spent too much money, put 
too much emphasis, on politics and 
have not done too much. 

With the exception of Bougainville: 
they have really taken off very well in 
terms of agriculture. Some places were 
very fortunate in having European 
plantations left behind, such as 
Bougainville, East New Britain, New 
Ireland. Whereas in other places like 
East Sepik and the highlands, we pro- 
vided the labour force for those damn 


because you gave a high 


| priority to political stability and you 


wanted to damp down any inequalities 








| reas 
, New Ireland 
and Bougainville, and the Highlands 
for their plantations, they forgot about 
the others where they thought there 
was no economic potential The 
economists in those days were out of 
their minds. They said you could not 
grow cocoa in Sepik. Now our cocoa is 
second best only to Bougainville. 
Western Province was regarded as 
useless — you could not grow any- 
thing, it was too wet. That's true, but 
now with Ok Tedi coming, everyone 
wants to go there. They want to push 
agricultural development. 





Have you shifted your targets, without 
too much debate about it, to a more 
growth-oriented strategy now? 

Yes, that's exactly what we have 
done. After the 1982 elections, we 
learnt from what mistakes we made in 
Bovernment before. Now we are going 
to place much more emphasis on ag- 
ricultural development. That's why we 
have opted for creation of a bank to as- 
sist rural people [the Papua New 
Guinea Development Bank has been 
changed into the Papua New Guinea 
Agricultural Bank]. 

At the moment the banks are lending 
more on machinery for the larger 
plantations, where they have quick 
economic return for the money bor- 
rowed. Whereas we say: if you give to 
agricultural development on a very 
low interest rate, subsidised by gov- 
ernment, you will probably have more 
economic activity in the rural areas. 

At the moment, as far as the tax base 
goes, we are hitting the people who 
have money — the plantations, big 
business and so on — and our own peo- 
ple are not giving sufficient contribu- 
tion in the form of taxes. So what we 
want to do [is] to redirect our resources 
so you have a wider tax base. We don't 
ring the bells and say this is what we 
are doing, We are doing it quietly. We 
have a lot of critics. Most of them come 
from Port Moresby — they never go 
outside to see what'sreally happening. 


The lack of growth is felt most strongly 
in Port Moresby and Lae, where you 
have a lot of people coming in looking 
for jobs. 

The trend now throughout the world 
is people are going to major centres, in 
the hope of finding a job or because the 
social structure is developed. In Papua 
New Guinea people come down here to 
find something to do. That's why we 
have always been placing emphasis on 
the rural developments, to provide bet- 
ter infrastructure like roads. You pro- 
vide a better road system, you encour- 
age people to grow and come to sell it in 
the markets, while they live in the vil- 
lages. о om p 
But you also have to provide other 





amenities in the rural area, maybe a 
picture theatre or sporting facilities 
where people can entertain them- 
sselves. I think it is one of the social evils 
of development where everybody 
wants to come to the limelight. That's 
the biggest problem 


How much is the development of | 


small-scale business prevented by 
Australian-style standards and regu- 
lations? 

With our banking system, you go 
through all this bureaucracy and red 
tape. You go from somebody to some- 
body else . . . and from him you go to 
somebody else and then it goes to the 
minister of finance. While you are 
doing this, it takes you six to nine 
months, and you get nothing done 

Some countries went for a different 
style of democracy . .. when they make 
a decision, that's it. It cannot be ques- 
tioned by some little public servant or 
bureaucrat who signs something else 
and says you can't do that. 


And Papua New Guinea's foreign-in- 
vestment rules and procedures? 

To a certain extent, yes. People want 
to come in and invest in the country 
and they have so much of this red tape 
We make a decision according to the 
rules and we think that the business 
has been made. But people complain, 
they come back indirectly. I sometimes 
get frustrated. You need to make a de- 
cision and for the bureaucrats to fol- 
low it up, and things should be done. 

I think we have got a good climate 
for foreign investors. But the problem 
has been we haven't got sufficient 
manpower to be able to do things effec- 
tively, quickly. One problem is the 
land. You have to sort it out with the 
traditional landowners. It makes it 
very complicated. After sorting this 
one out, you come back here and you 
find your documents — you put your 
documents together in Port Moresby — 
seem to have got misplaced or gone 
elsewhere. It really frustrates people 

What we have tried to do is review 
the Land Department, to make the sys- 
tem much simpler so that if an investor 
wants to come in and invest, as long as 
he follows the guidelines there are no 
objections to having him invest in the 
country. 


If the Australian Government follows 
through on the Jackson Committee re- 
port and reduces its contribution to 
your budget in real terms, will this 
pose drastic problems for your govern- 
ment? 

Yes, it will pose problems, for maybe 
the next two or three years. It means 
we will have to redirect some of our re- 
sources, re-adjust our planning sys- 
tem. We will have to cut down on un- 
necessary expenditure. If this happens 
we will have to seriously reconsider the 
decentralisation concept that we have 

I think it's one-tenth of our budget 


that goes on this. I have spoken to the | 
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Holiday Inn ing, Sarawak 
oliday Inn Kuching, | 
Extension Opening Summer 1985 
* Located on the banks of the picturesque Sarawak River. 
* 320 well-appointed guest rooms and suites. designed with the comfort and 
needs of both the business and leisure traveller in mind. 
* Convention/Banquet Facilities — a well equipped and elegant banqueting hall 
to accommodate up to 800 persons. plus 
five function rooms for parties of up to 
250 persons. 
* Serapi Restaurant - superb international cuisine served in 
elegant surroundings. 
* Meisan Chinese Restaurant — — with its unique two-storey decor, the only 
restaurant in Kuching serving spicy 
Szechuan cuisine. 
* Orchid Garden — 24-hour coffee house serving a wide range of 


Asian/local specialities. European favourites 
and light snacks. 


* Rajang Bar - enjoy the view of the Sarawak River over 
cocktails. 
* Aquarius Disco — for evening fun and activity. 


For further information and reservations, contact your travel agent, any Holiday Inn 
or our Area Sales Director, c/o Royal Holiday Inn Singapore, Tel: 7377966 
Telex: RS21818. Cable: HOLIDYINN. Holiday Inn Kuching. East Malaysia. 
Tel: 082-231, Telex: MA 70086, Cable: HOLIDAYINN. 
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have to be tough. 


Are you going ahead with the referen- 
dum on the future of provincial gov- 
ernments? 

I am going to set up a review of the 
provincial government system. I had 
an idea about a referendum, but after 
talking to a lot of people, quite a lot of 
ministers reckon it would cost us a lot 
of money. I think a review committee 
on what areas should be decentralised 
would be a good one. The concept we 
adopted is a good idea. We find that the 
















le. ir mal ir 1 . 
t at a cost — very i e 
sions. We are the only country with 
thousands of politicians. 

My own personal view is we need ad- 
ministrative, not political, decentrali- 
sation. If I can have a review, on the 
10th anniversary, I will be willing to 
tell the premiers we must scrutinise 
ourselves and decide how best to use 
the limited resources that we have. 





Has the government performed the im- 
mediate task of holding the country to- 









дед! зд ie YN. 












gether? 
There are threats from people who | 
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time, yes, but not now: it would be very 
difficult. 


Is the Pangu Pati going to survive 
another 10 years? 

The Pangu Pati will survive. I have 
seen others come and go. I have seen 
them two years before elections, and 
when they go the polls they don't have 
very good results. п 
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A highly placed source 
told the REVIEW: “The 
violence did not dam- 
age the government, 
nor did it help those 
who had indulged in 
it. It only affected the 
innocent victims and 
generated popular hos- 
tility towards those re- 
sponsible.” 

Two out of the 460 
upazilla council chair- 
men were elected un- 
opposed and a total of 
2,372 candidates con- 
tested 458 positions. 
For more than 45,6 
million eligible voters, 
about 22,200 polling 
centres with nearly 
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High price of votes 


Ershad consolidates his hold on power with a good turnout 
in local elections, but candidates had to spend lavishly 


By S. Kamaluddin in Dhaka 


ith the successful holding of the 

460 upazilla council elections 
throughout the country (despite the 
opposition alliances' decision to op- 
pose them) the position of the military 
regime in general and that of President 
H. M. Ershad in particular, has been 
further consolidated — but at a price. 

The two alliances — the 15-party one 
led by the Awami League and seven 
parties led by Bangladesh Nationalist 
Party (BNP) — plus the orthodox 
Jamat-e-Islami tried their best to pre- 
vent the elections. Widespread bomb 
attacks in the urban areas were blamed 
on the opposition. 

While the opposition was officially 
stifled by a government ban on politi- 
cal activity imposed on 1 March and 
candidates were not allowed to have 
political affiliations, most members of 
political parties joined the fray. Des- 
pite denials from both the Awami 
League and the BNP, it is believed that 
about 500 candidates were fielded by 
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the local-level leaderships of these two | 
parties. It has now been variously esti- 
mated that 25-30 of the successful can- 
didates belong to these two parties. 
Whether they will remain with them is 
another matter, especially when Er- 
shad has already claimed that 85% of 
the elected chairmen were his suppor- 
ters, but not necessarily members of 
the government-sponsored Jana Dal | 
party. 

“Non-political” candidates spent, 
on average, at least Taka 500,000 
each during the campaign for a total of 
nearly Taka 1.2 billion (US$43 million) 
— enough to attract a large number of 
volunteers as well as musclemen. 
Several thousand motorcycles, most 
of them new, were provided by pro- 
government candidates for their vol- 
unteers to go out in groups of 10 or 
more to campaign and impress the 
voters, which told heavily against the 
opposition as did, apparently, the 
violence. 





86,000 booths were 
opened and the elections took place in 
phases on 16 and 20 May. Figures have 
not yet been officially announced by 


| the election commission, but unoffi- 


cially it is suggested more than 40% of 


| voters took part. 


Poll violence including clashes be- 
tween rival groups — though much less 
than some including the administra- 
tion, feared — left eight dead and sev- 
eral hundred injured. Elections were 
postpored in about 250 centres but 
took place without violence a few days 
later. 

Ershad now appears more confident 
than before and according to a close 
aide he will start a political dialogue 
afresh with the opposition leaders. Be- 
fore that, heis likely to make some ges- 
tures before the Idul Fitr Muslim festi- 
val falling around 18 June. The first of 
these was the release from house arrest 
of the two chief opposition leaders — 
Sheikh Hasina Wajed of the Awami 
League and Begum Khaleda Zia of the 
BNP. Ershad is also expected to relax 
somewhat martial law provisions and 
lift the ban on political activities 
gradually. 

But the aide added firmly that the 
president has said that *no more poli- 
tics of violence and indiscipline will be 
tolerated" — though nobody has yet 
said how Ershad intends to “discip- 
line" politics if he decides to lift the 
ban. A п 


6 JUNE 1985 e FAR EASTERN ECONOMIC REVIEW 








The Hotel with a hot water 
maker in every room, with Tea, 
Coffee and even Instant Chicken 
Noodle Soup! All compliments of 
the The New Otani Singapore, 

A small thing but it’s special, for 
the traveller who has just arrived, 
or the guest with that urge to get 
up at 4a.m. to do his paper work. 
The New Otani Singapore has 
many small yet special things for 
you to enjoy. Discover them all. 
Single Room from approximately 
$$145. 

Double Room from approximately 
S$170. 


3% govt tax and 10% service charge. 


On the banks of 
the historic Singapore River 


Hotel New Otani Singapore 
177A River Valley Road 
Singapore 0617 
Tel: 3383333 
Telex: RS 20299 Sinota 


For reservations and information, please contact 
The New Otani International Sales Offices: In 
the United States (800)421-8795 Toll-Free. 
California (800)252-0197. Toll Free. Hawaii 
(808)923-1555, United Kingdom (01)731-4231, 
Japan (03)264-1672. Reservations are also 
available through Utell International. Int'l 
Airlines or Travel Agents throughout the world 








The Foreign Exchange Division at Credit Suisse 
Head Office in Zurich, with its ultra-modern 
EDP and telecommunications equipment, is 
linked to every financial market in the world 


nae <y 

For Foreign 
Exchange - 
Credit Suisse. 

In its Incredibly Swiss way, 
Credit Suisse is a leading 
operator in the foreign ex- 
change markets of the world. 
[Integrated information pro- 
cessing techniques and direct 
links to international com- 
munications systems ensure 
that our traders serve our clients 
promptly and advantageously. 

The automatic calcu- 
lation of spot and forward 
rates relieves the traders 
of routine tasks, leaving them 
free to concentrate on the 
essentials of dealing and service. 
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In this context provision of 
real-time market prices is just 
one of the many services we offer 
our numerous clients through- 
out the world. 

Many thousands of 
clients — private and industrial 
throughout the world d 01 
Credit Suisse experience in this 


and other fields. Why not you? 


CREDIT SUISSE 
CS 


Credit Suisse. Incredibly Swiss. 


45 





- 





UU. xp: 


we 


E 
> 
F 





Frustrati 


on “itch... 





f" 75. 
"а 


РО 


Xenophobia was not the only cause of the Peking football riot 
which followed Hongkong’s surprise victory over China 


By David Bonavia in Hongkong 


he recent football riot in Peking 

(REVIEW, 30 May), with its ugly 
overtones of xenophobia on the part of 
some young people in China, was 
hardly a good curtain-raiser for the 
ratification of the Sino-British agree- 
ment on the transfer of sovereignty 
over Hongkong from Britain to China. 

Despite the flowery talk from 
Chinese officials about the solidarity 
of Hongkong “compatriots” with the 
people of the mainland, many people 
here are wondering whether the anar- 
chy at the Peking stadium did not indi- 
cate some deep-seated hostility to- 
wards Hongkong and what it stands 
for. 

Those who have lived among the 
Chinese know their love of good social 
order and their distate for hooliganism 
and other forms of anti-social be- 
haviour. The vast majority of Chinese 
people will feel only shame for the in- 
sults to foreigners after the Hongkong 
visitors' victory over the Chinese na- 
tional team — the broken bottles, 
smashed windscreens and spittle- 
flecked cars. 

The extraordinary pusillanimity of 
the Peking police, who apparently did 
hardly anything to prevent the haras- 
sing of foreigners and people from 
Hongkong, will not be erased by the 
Severe sentences the courts will doubt- 
less pass on the ringleaders (assuming 
the ringleaders were among those ar- 
rested). The reasons for such behaviour 
must be sought in the social atmos- 
phere of today's China. 

In Britain, where football 
hooliganism is only too common, it has 


Brown up in recent years hand-in- | 


hand with unemployment. Soccer vio- 
lence in Britain, usually involving boys 
barely out of school or still at school. is 
essentially a product of boredom and 
loss of ambition, not poverty. The 
young people who rioted in Peking 
must be aware that millions of their 
contemporaries in other parts of the 
country would give almost anything 
for a chance to live in the capital — as 
the recent demonstration by exiles 
outside the municipal party headquar- 
ters underscored. 

Young people in China have been in- 
"cessantly lectured on the leadership's 


concern for them, but concern alone | 


does not create interesting or reward- 
ing jobs. The Chinese press, cinema 
and broadcasting media have been 
liberalised to the extent that social 
problems can now be aired without 
drawing the fire of the party for mak- 
ing "anti-socialist propaganda." 
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People in China today are at last per- 
mitted to believe that social problems 


| may have their roots in a low standard 


of living and theshortage of job oppor- 
tunities. A city youth may legitimately 
claim that life is tedious and lacking in 
prospects, without being promptly sat 
on by the party or neighbourhood 
watchdogs. There is a more easy at- 
titude towards money because there 
are narrow limits to what it can buy. 
Chinese young people are also drink- 
ing more than they used to. Although 
they cannot travel, they are more 
knowledgeable now about life in 
Hongkong and other countries: they 
are no longer taught that capitalism is 
an unremitting evil. They show the 
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gkong, who saunter around 
with smart clothes, expensive cameras 
and foreign currency certificates. Feel- 
ings of hostility may arise to which the 
visitors are insensitive. 

The dislike of out-and-out foreign- 
ers, as opposed to "compatriots" and 
Overseas Chinese, is not usually di- 
rected at the individual, but is a pro- 
duct of the 150 or so years during 
which Europeans and Japanese mer- 
cilessly exploited China. 

One need not explore the rioters' 
emotions too deeply or interpret them 
too abstrusely. They were probably a 
bit drunk, angry about their team's de- 
feat, and boiling with pent-up frustra- 
tions regarding their job prospects 
and, in some cases, perhaps their love- 
life. The political overtones of the 1976 
riots on Tiananmen Square seemed to 
be lacking. And the hostility to for- 
eigners was less vicious than that of the 
Cultural Revolution at its peak in 1967. 

It is useful to remember that in the 
Hongkong riots of the same year, no 
European was killed or badly injured, 
except by bombs. Al- 
though "imperialists" 
were attacked in the 
leftwing press, the 
real anger was di- 
rected by Chinese peo- 
ple at other Chinese. 
The real objects of 
hatred were not the 
“white pigs," as Euro- 
peans were called 
then, so much as their 
"yellow running dogs" 
in Hongkong. 

Already rattled by 
the Cultural Revolu- 
tion exiles' demonstra- 
tion of a few weeks ago 
(REVIEW, 9 May), the 
Peking authorities 
now have to face the 
crucial problem of dis- 
order on the streets: 
whether to get tough 
and make penalties 
more severe, or try to 
identify the cause and 
do something about it. 


COM - 
from Hong! 1 








classic signs of youthful malaise by 
aping alien fashions, smoking to ex- 
cess, and congregating in public places 
to play cards, deal on the black market, 
or just fool around. 


Te fascination which Hongkong 
holds for young people in China 
seems paradoxical since the football 
rioters expressed hostility towards the 
place where many of them would like to 
go. But something similar happened in 
Britain around the end of World World 
II: young people, whom the cinema had 
taught to worship the American way of 
life, resented the presence of so many 
GIs with what appeared to be unli- 
mited money, cars and chewing gum. 








As in Britain, the 
underlying causes of mob violence 
cannot be separated from the economic 
and social policies of the government 
in power. A crackdown on law and 
order problems is only part of the ans- 
wer. The police are already unpopular 
enough. China’s urban youth need vis- 
ible evidence that their lives are going 
to be made more valuable, more stimu- 
lating and more comfortable, 

The authorities are no doubt right 
when they say that “only a tiny hand- 
ful” of the soccer fans turned violent at 
the end of the match. But the combina- 
tion of anti-foreign, anti-Hongkong 
sentiment with sheer incompetence on 
the part of the police make the incident 
highly embarrassing. п 
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Toughening up executives: importance of the spiri 
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Driving inner forces of 
the spirit to succeed... 


By Edward Seidensticker in Tokyo 


R today, when the Japanese read 
so much less than they used to, there 
are a dozen or more business maga- 
zines which are big and prosperous 
enough to advertise in the Nihon 
Keizai Shimbun, the large economic 
daily. They are issued weekly, twice 
monthly, thrice monthly and monthly 
and a person has to go to a fairly big 
bookshop to find all of them. But two 
at least — President and Big Man — 
are slick enough and apparently popu- 
lar enough to be found in most neigh- 
bourhood bookshops. 

The contents fall into two general 
categories: the informational and the 
inspirational. The informational sort, 
though having to do with the high 
world of enterprise and finance, is 
similar to that found in more popular 
weeklies. It is gossipy. The popular 
weeklies tell us all about the pro- 
clivities and liaisons of TV "talents" 
and "idols" (both of these words are 
borrowed from the English) and 
baseball players. The business ones tell 
us all about who is raiding whom and 
who is manipulating the stockmarket 
these days, and why and how there are 


Edward Seidensticker is professor of Japanese 
literature at Columbia University. His latest book 
is Low City, High City. 
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internecine feuds and palace revolts in 
big companies. There are a consider- 
able number of these. For someone 
who belongs to that high world and 
might himself be the next victim, it is 
doubtless fascinating. 

For the person who is not, the inspi- 
rational part is more interesting. It 
recommends models, individual and 
doctrinal, for businessmen. It offers for 
their guidance descriptions of the 
inner lives of successful people of now 
and yesterday. It also tells them what it 
takes to win a war and why wars are 


lost. Famous figures won or lost for | 


reasons, and the reasons are examined. 


They too have largely to do with the | 


inner life. Little is said of logistics and 
crop failures. 
War was for von Clausewitz an ex- 


tension of politics. Business seems to | 


be for the Japanese an extension of 
war. Profits are less important than 
dominance — not of course that the 
two are not closely related. Self-reali- 
sation, intimately related to domi- 
nance, seems most important of all. 

A recent edition of the twice- 
monthly Financial World (Zaikai) car- 
ried a special series of confessional ar- 
ticles under the general title "The Reli- 
gion in Me." Ten very important men, 
beginning with Konosuke Matsushita, 


ein id 


tell of the beliefs that have impelled 
them, and several related articles in- 
form us of the inner lives of men not | 
among the contributors . 

Thus we learn of Kazuo Inamori, 
probably the most conspicuous wun= _ 
derkind among the entrepreneurs. i 
is the president of Kyocera Ceramics, 
which plans to revolutionise our wor d 
by producing a ceramic engine А 

І have asked numbers of knowledge- 
able people why, if it is possible to pro- 
duce a ceramic automobile engine, itis _ 
not also possible to produce a ceramic j 
pistol. I have received evasion in reply. 
"No one would dream of doing sucha 
thing.” So I have tentatively concluded 


| that it is possible. When we have. 





ceramic pistol, life will be more dif- _ 
ficult for people who police and guard 
airplanes, and more exciting for those 
who travel in them 
penes the perpetrator of this ? 
ceramic mischief whether or not 
he would dream of doing such a thing 
— turns out to be a believer in a rather 
godless sect. He is an adherent of The 
House of Growth (Seicho no Ie), one of _ 
the “new religions" that have prolifer= 
ated in Japan this century. In the 1 
glossy section of the magazine is a 
photograph of a gathering of executive. 
types belonging to a businessmen's- 
group organised by the sect. The name 
of the group is ambiguous, but it might 
be rendered “Society of Them who 
Prosper under The House of Growth." - 
The gathering faces away from the © 
camera and, in homage, towards а 
large inscription which conveys some= © 
thing like: "Spiritual Management D 


gm 


‘Based upon the Reality of Life.” | ol 


It is difficult to grasp, from brief 
study, the elusive teachings of this sect, 
but they seem to come down to a belief 
in the godliness common to all reli- 
gions, a very general sort of godliness 
indeed. Two slogans are prominent: 
“Only spirit has reality” and “The gods 
of the myriad religions are subsumed 
into one.” Great emphasis is placed 
upon the possibility of cultivating the 
godliness in each of us. So, though the 
sect professes to reject the gods of all 
sects and at the same time to include 
them in a single spirituality, it would 
seem to have something in common 
with the optimistic tendencies of 
meditative Buddhism. 

These tendencies, rejecting ikons 
and anthropomorphic gods and em- 
phasising personal strivings towards 
perfection, have had much currency in 
the West. The most popular, of course, 
has been Zen. It may be that Buddhism 
is better than Christianity or Islam at 
explaining the nature of the world; but 
people seem not to notice that selfish- 
ness lies at the heart of much of it. In- 
tent upon perfecting themselves, peo- 
ple can do awful things to others. 

I do not know what sort of man In- 
amori is, aside from the fact that he is 





SATIRE 


a humorous look 


By Alan Booth in Tokyo 





mon with the religion of West Side 
Story: “Keep cool. You live longer that 
way.” 


here need not be inconsistency in 

a godliness which so diffuses this 
element that gods disappear, and 
something not far from solipsism 
seems to take over. As revealed on the 
magazine’s pages, the lives of other im- 
portant executives suggest a more rad- 
ical syncretism, accepting two mutu- 
ally exclusive concepts as equally true. 

Thus Daishi Hiraiwa, president of 
the gigantic Tokyo Electric Co., is a 
follower of both Confucius and Han 
Fei-tsu. Han Fei-tsu was a legalist 
philosopher who lived in the 3rd cen- 


tury BC, possibly a little more than two | 


centuries after Confucius. The two 
start from exactly opposite premises: 
one that man is inherently evil, the 
other that man is inherently good. 


Confucius sought the peaceful realm in | 
the cultivation of virtues we all have in | 


us. Han Fei-tsu sought it in laws to 
keep the natural man under control. 
The goal of both was the stable and 
placid realm, but to urge the goal and 


About-face, as the Japanese take 


at themselves 








t has been said that satire is an alien 

form of humour to the Japanese, 
and there seems ample reason why 
this should be so. It would be strange 
if a people so acutely introspective 
and image-conscious took delight in 
publicly poking fun at themselves, 
and stranger still if the conventions 
and institutions of so outwardly con- 
formist a society could be held up to 
ridicule, however salutary, without 
inviting serious protest. 

Part of what Japanese people mean 
when they speak of “the British dis- 
ease” is the, to them, curious enjoy- 
ment that the British apparently de- 
rive from publicly parading their 
own shortcomings. This is a pastime 
that the notion of “face” has strictly 
required the Japanese to eschew. 
Similarly, there are the traditional 
stumbling blocks of majime and 
makoto — “earnestness” and “sin- 
cerity” — by which many Japanese 
people, from kamikaze pilots to used- 


car salesmen, pride themselves on. 


being governed. Satire is, by nature, 
insincere. It seems to say one thing 
and imply another, keeping a straight 
face when most it expects laughter. 
It is remarkable, then — many ob- 


52 





servers would say refreshing — that a 
number of recent Japanese films have 


taken wickedly satirical looks at in- | 
stitutional and personal behaviour | 


here, and in the process scored a large 
degree of critical and popular suc- 
cess. In 1982 Kinji Fukasaku dirécted 
Kamata Koshinkyoku (The Studio 
March), a hilarious dig at the popular 





entertainments industry and at such | 


pillars of tradition as arranged mar- 
riages. In 1983 we had Yoshimitsu 


Morita's Kazoku Geemu (The Family | 


Game), a witty dissection of the mis- 
placed priorities of urban families, 
especially the energy with which they 
propel their sons into the “hell” of the 
education rat race. 

In the same year (released to coin- 
cide with the verdict in the first 
round of former prime minister 


Kakuei Tanaka's bribery trial) came | 
| Yoshitaro Nomura's -Meiso Chizu 


(The Wayward Map), a thriller that 
incorporated a satirical attack on 
corruption among cabinet-level poli- 
ticians, with blatant send-ups of Tana- 
ka himself and of the “money poli- 
tics” of the governing Liberal Demo- 
cratic Party. And most recently there 
is Juzo Itami’s Ososhiki (The Funeral). 











Inamori: single spirituality. 





neglect the premises leaves un- 
answered very grave questions as to 
who is to persuade us, and by what 
methods, to contribute to that peaceful 
realm. 

Hiraiwa gives us a summation of 
sorts. "The top must, in pursuit of 
standards for itself as top, take a 
course of action aimed at the perfec- 
tion of the self in the pursuit of truth 


In much of the Oriental world — as 
once in the West, among the Greeks 
and medieval Europeans — cere- 
mony, not conflict, is the essence of 
drama; and Itami’s film perfectly 
demonstrates this by exploiting to 
the hilt the comic possibilities of one 
pre-eminent ritual. During the first 
10 minutes of Ososhiki, an elderly 
man suffers a heart attack in his 
country villa after eating a dinner of 
eel, roast ham and avocado pear. He 
dies the same night in a nearby hospi- 
tal and the rest of the film simply 
documents the three days of pre- 
parations and events required by 
propriety before he can be reduced to 
ashes. 

The film has no plot beyond this 
straightforward carrying through of 
an everyday but crucial ceremony. 
It contains conflicts, certainly, but 
these are not its “essence.” Its essence 
is the governing power of ritual both 
to subsume all energies into itself and 
to reveal unsuspected quirks and 
depths in the people who participate. 


he satirical force of the film de- 

rives from its demonstration of the 
extent to which money and role-play- 
ing occupy the minds of those con- 
cerned, swamping the pious “sincer- 
ity” they would prefer all and sundry 
to believe they are exhibiting. How 
much it is all going to cost and how 
best the participants can rehearse the 
parts assigned them by convention 
are twin leitmotifs that give rise to 
the film’s funniest moments. The son- 
in-law buys a teach-yourself video- 
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Ishizaka: belief in Christ. 


. The top must create standards for 
itself which have as their intent — asin 
the Confucian Analects — the perfec- 
tion of the individual in the pursuit of 





spirit and the truth.” It is a turgid 
statement in the original, and the 
translation is as literal as I can make it. 
The word “top” is in English, and the 
word rendered “truth” is more literally 
“the Way,” the tao, central to Taoism. 


tape on which the obligatory for- 
mal commiserations and number of 
eye-dabs with black-bordered hand- 
kerchiefs are acted out with pauses 
for repetition by the student. 

At the funeral itself, which takes 
place on a blustery autumn day, the 
banknotes collected from friends and 
relatives blow away down a lane, and 
decorum and piety are themselves 
tossed to the winds as the black-clad 
mourners scrabble to retrieve their 
investments. This scene more closely 
resembles slapstick (far more famil- 
iar ground in Japan) than the scalpel 
work of social satire, but the critical 
impact is no less severe for that. 

And yet the film is moving, too, and 
one comes away from the cinema 
feeling that, for all the abuse to which 
they are clearly open, ceremonies 
such as this are essential — even in 
our unhallowed times — not only to 
satisfy the dictates of social conven- 
tion but to re-establish private peace 
of mind. In the end, all the tom- 
fooleries of the videotapes and home 
movies that are being made do not 
quite diminish the power of the ritual 
to draw genuine emotions from those 
involved, despite the slapstick and 
despite themselves. 

The film ends with the widow, the 
daughter and son-in-law quietly 
burning all the now-useless ac- 
coutrements, and one senses in this a 
necessary attempt to exorcise the 
spirit that has invaded their lives for 
three days and left them a little wiser 
than they were:— which is, perhaps, 
the essence of all drama. 
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| same time delib- 
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| yet implied that 


ааа 
: emerges as ‘something rather 
persia hs and, though Han Fei-tsu is 
never explicitly denied, Confucius may 
seem to have the better of it. 
Christianity is sometimes mentioned 
on these pages, Christ more rarely. 
When he does appear he seems more a 
model for action and struggle than for 
love and charity. “The figure of Christ 
is the ideal for the man who has gam- 
bled his very existence.” We are told 


| that Taizo Ishizaka, once president of 
| Toshiba and later 


chairman of the 
Keidanren (Federation of Economic 
Organisations), “said this over and 


Ishizaka was a Catholic. 


ost of the creeds noted thus far are 

foreign, though The’ House 
Growth undertakes to amalgamate 
everything, foreign and native. The na- 
tive is also present in purer form. One 
very successful businessman, also a 
moderately | successful ` politician, 
seems to have thought himself an in- 
carnation of a Shinto god. Shinto is not 
unfriendly to such eccentricities. It 
has, by the standard count, 8 million 
gods, and if any living man, such as the 
emperor, can be one of them, others 
might as well be too. 


Ososhiki is, 
then, a peculiarly 
Japanese satire; 
one that exempli- 
fies the well- 
documented pro- 
pensity of the Ja- 
panese for re-or- 
ganising what they 
borrow from the 
West to suit their 
own preferences 
and  preoccupa- 
tions. Few West- 
ern satires have 
ridiculed their 
targets and at the 


erately underscor- 
ed their useful- 
ness, or suggested 
that changes in 
social convention 
are overdue and 


among the posi- 
tive benefits of 
convention is its 
changelessness. As 
in so many other 
fields, the new Ja- 
panese fondness 
for satire may 
well evolve into 
one more demon- 
stration of the 
quintessentially 
Japanese art of 
having your cake 
and eating it 
too. 


pu! 
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ari 


ls. 


Scene from udi. . Family Game: misplaced priorities, 





over again to the day of his death.” | 
| an earlier Iranian: regime, 


of | 
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Native tendencies make j 
felt in a more general way. The lale 1 
Sukezo Idemitsu „president and later | 
chairman of the board of the company | 
that bears the family name, made а re- 
ligion of being Japanese. He was an 
evangelist for minzokushugi, a word | 
rendered by dictionaries as "natione 
alism" and "racism." The former 15 
surely nearer the meaning. “Japans 
ism" might be the best translation in 
Idemitsu's case. The Idemitsu come 
pany is chiefly known forits petroleum 
interests. It made a great deal of money 
from Iranian oil back in the days when 
the United States, having trouble with 
the Mos- 
sadegh, was hoping that no one would 
buy the stuff 

Idemitsu had a favourite list of cone 
cepts and institutions and the like, of 
which, he said, one must guard against 
becoming a slave. “Do not become а 
slave of morals." This is the most 
peculiar on the list of six, so strange | 
that the editors add' an explanatory 
note. "Sukezo Idemitsu's philosophy 
was that ‘morals’ were made by con- 
querors to subjugate the masses, and 
are basically at odds with Japanese 
dotoku, which wells up naturally from 
the purity of the human heart and asks 








iatory -note nglish wor 
is used, as a noun, for Japan- 
uns до not have plurals. Dotoku 
e word which one will find in any 
ctionary as the preferred equivalent 
"morals." The two words are as 
‘ly synonymous as two. words from 
ant languages can be. What is 
ant, then, is that the native prac- 
s which go by the word dotoku (a. 
ord. borrowed from the Chinese, by 
ay) are good, and the alien ones 
go by the word “morals” are 
Philosophers must be asked to 
e. the validity of Idemitsu's 
ries as to the genesis of the two. 




















































ie two magazines aimed at business- 
n and on sale in most bookshops 
panese counterparts of Fortune, 
rt of magazine one finds in awe- 
waiting rooms. The titles — Pre- 
nd. Big Man, both in English — 
inspirational materials are 
gly Japanese. President tends to 
heroes, largely military, from 
re-Meiji past. Big Man favours 
recent figures. 
ecently carried a special series on 
eneral Staff which is blamed for 
jig failure of the 1940s. It did not 
erve the most important fact for 
h organisations, that they should 
ep a low profile" and stay out of 
it, all the while efficiently and 
tly doing their work, providing 
and counsels for big men. We ofa 
day may learn from this error. We 
en must keep them in their place. 
‘ade friction” is much in the 
pers, and many letters are writ- 
itors on the subject. A striking 
about them is that they too 
military terminology. The idea 
the US has been defeated, and 
ttiness and conceit prevent a 
tion of that fact, and bring 
rges that Japan is in some measure 
sible for the friction. It is as if 


m the inner lives of Japanese 
essmen, two important lessons 
be learned: first, scarcely.a busi- 
sman in Europe or the US would 
other than silly at professing such 
jefs, and scarcely any could hon- 
y hold to them. And secondly, that 
se. Japanese’ are believers, The 
mer may be dismissed for what it is, 

ef arguing that there are hardly 







ight might go into the second. A 


ans is th it most of them do not believe 
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useable models, and some quiet ' 


т with Europeans and Ameri- | 











No sanctua 
The Sanctuary by Anthony G. Cooper. 


Communication Management Ltd, 
Hongkong. No price given. 


Ti very first paragraphs of this pot- 
boiler strain the reader's credulity: 
a crafty seadog, Capt. Trang (a Chin- 
ese, not a Vietnamese Chinese, despite 
his name) is watching Prakesh (an "In- 
dian Lascar") steering his ship out of 
Haiphong harbour into the "cutting 
wind and stinging spray" of the South 
China Sea (actually Haiphong is miles 
up the delta of the Red River). 


Despite Trang's experience, he had | 


apparently expected to find Haiphong 
harbour equipped with fork-lift trucks 
as well as coolies. Although the forced 
exodus of boat people from Vietnam 
had been going on for more than a year, 
Trang is shocked and baffled to find 
Haiphong docks crowded with Chinese 
refugees and its harbour with a flotilla 
of junks and sampans. Trang knows 
that many are willing to trade with 
“the new communist government in 
Vietnam," which is a curious way of al- 
luding to a regime which had ruled 
North Vietnam since the partitioning 




























Asia & Pacific Review 1985. World of 
Information, Saffron Walden, Eng- 
land. (US$30 in Europe, US$45 in 
the United States, Asia and Pacific.) 


Т: a journalist, any reference book 
is useful. If you cannot find what 
you want in one, you may well find it. 
in another. The same presumably 


‘| applies to librarians, who want as 


broad a spread of information as pos- 
sible. 7 
So this volume will no doubt find 
its way on to a good many book- 
shelves. But as far as general readers 
are concerned, it may well fall be- 
_tween two stools. The Asia-Pacific 
region is already well served by two 
yearbooks — the hugely comprehen- 
sive Far East and Australasia and, 
dare we say it, the REVIEW's own an- 
nual effort. 
These two adopt completely differ- 
ent approaches. The Review Year- 
book assumes that its readers are al- 
ready reasonably familiar with Asia, 
and aims only at producing a portrait 
'of the previous year for each country 
and with regard to specific topics — 


FICTION: 


ry for ignorance 

















of the country in 1954 and imposed its 
rule on the South in 1975; Trang also 
believes that his company could *eas- 
ily disburse on Hongkong's unregu- 
lated money market the paper curren- 
cies Vietnam offered,” . Evidently 
neither Trang nor his creator-has ever 
tried to sell Vietnamese dong to a 
Hongkong money changer... 

Cooper has hardly done his home- 
work: ‘Later in the book, in what one 
fervently hopes is a ludicrous travesty 
of a top-level Hongkong Government 
meeting, he describes the 1954 Geneva 
conference on Indochina as held by the 
United Nations (it was not) and as 
“singularly unsuccessful” ^ (well, 
hardly — from either side's point of 
view). He also apparently believes that 
Vietnam's partition was not negotiated 
at the conference (it was) but was 
rather the "de facto" result of the 
“French dismissal" (curious word) at 
Dien Bien Phu. 

The historical errors proliferate. 
Cooper states that Britain's last asso- 
ciation with Vietnam was at the Geneva 
conference; in fact the conference ap- 
pointed both Britain and the Soviet 


REFERENCE 


Facts swamped by errors and wit 


investment, for instance, or com- 
modities. xim 

The FE&A series is much more am- 
bitious, running to more than 1,000 
pages and giving a full rundown on 
each country, updated every edition, 
plus masses of statistics, even to a 
mini-Who's Who of the region. 

Meanwhile, the Asia & Pacific 
Review, not much bigger than the 
Review. Yearbook, at 336 pages as 
compared to 288, seems to be trying 
to cram in too much information. For 
a start it seems to assume that its 
readers know little about the area, so 
its country chapters are full of long 
digressions on, say, the. Japanese 
character, or 1949-50 Hongkong. 

This makes for much more enter- 
taining reading than either the 
REVIEW annual or the FE&A. But it 
does make it harder to look for the 
facts among the digressions and often 
witty and incisive comment, And its 
dull, muddled layout detracts from 
the entertainment value... | 





enormous amount of data — such as 
the fact that you сап book outdoor 





Union as co-chairmen of the Interna- 
tional Control Commission which at- 
tempted to monitor the Geneva agree- 
ment set up in Vietnam for many years 
thereafter. In 1979, the setting of this 
book, Britain still maintained a consu- 
late-general in Hanoi. Cooper claims 
that Vietnam hated Hongkong for its 
“blasphemous action” in 1931 when it 
arrested Ho Chi Minh. Actually, the 
Hongkong authorities had ap- 
prehended Ho at the request of the 
French. A Hongkong British lawyer 
obtained his release by applying for 
habeas corpus (which the French re- 
garded as blasphemous) and for the 
rest of his life Ho retained both a lively 
respect for British law and affection 


for the lawyer, who was in 1960 invited | 
with his family to visit Hanoi, where | 


they were personally received and 


thanked by Vietnam's leader. 


o much for historical accuracy. The 
book’s pages are littered with other 
assertions which tax the reader’s pa- 
tience. We are invited to believe that an 
ambitious American journalist has 


to be hysterical and turgid at the same | 
time. 
pect from third-rate Hongkong books 
deaden 
crowds and clattering mah-jong tiles 
to, Heaven help us, “ 
life is cheap.” 
dles with the polysyllables, his touch is 
very uncertain: he writes of Hongkong 
journalists — 
could 

names" 
than tape recorders on legs" 
hacks 
charismatic correspondents of syndi- 
cated columns." 

demonstrates his 





joined the US foreign service to travel | 


and broaden her contacts, resigning to 
become — overnight — the chief of 
Newsweek's Hongkong bureau. We are 
asked to swallow that, on the bridge of 
a small freighter, unnoticed by anyone 





on the crowded decks, a beautiful Viet- | 


advertising space in Malaysia — plus 
even tourist-guide material. 

Of course, the problem is, the more 
facts you cram in, the more mistakes 
you make. Thus we have Australia's 
three largest ports by volume listed as 
Dampier, Port Hedland and Sydney. 
True enough, but not much use to an 
importer, since Dampier and Port 
Hedland deal almost exclusively with 
iron ore. 

And we have the Royal Selangor 
Golf Club listed as a prominent land- 
mark in Kuala Lumpur. Not so; that 
is the Selangor Club. The golf club, 
though spectacular, is discreetly 
away from the main drag. And listed 
among spectator sports in Hongkong 
are jai-alai and greyhound racing — 
which obviously slipped in from the 
Macau chapter. They can be seen in 
Macau, but they are not listed there. 

All this is apart from such things as 
“Zhoa” Ziyang (in the China chap- 
ter), the Maldevian Government (in 
the list of contributors) and 
“Rajaratna” following a couple of 
paragraphs after Rajaratnam in the 
Singapore chapter. Dog doesn’t eat 
dog, but a yearbook necessarily sells 
itself on getting its facts right. And 
when there are so many minor errors, 
the facts must be called into question. 

— M. MacL. 
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namese agent could shoot the first 
mate dead, shatter the skipper's knee 
cap with a bullet and then hamstring 
him with a knife, leaving behind no 
blood 


dence. 


- only a spent bullet — as evi- 


And so Cooper lunges on, managing 


The cliches we have come to ex- 


every page, from jostling 
. in Asia where 
And when Cooper med- 


"most, James knew, 
write their bloody 
"most were nothing more 
— such | 
"the 


hardly 
and 


being contrasted with 


The author 
own literacy. 


hardly 
He | 


writes of "Hongkong's weekend sailors 
with their vicarious thrills on water" | 





POTTED LIFE AT THE ТОР 


Party ооны Віо- 
the 


grap 

Twelfth Central IET of the 
Chinese Communist by 
Wolfgang Bartke and Peter Schler. 
Macmillan Reference Books, 1985. 
£40 (USS51). 


TS guide, a product of the Asian 
Affairs Institute in Hamburg, is a 
valuable update of Bartke's Who's 
Who in the People's Republic of China, 
published in 1981, which no serious 
China-watcher should be without. 
The book starts with an excellent 
summary of the political events in 
China since 1982 — particularly in- 
teresting is the section on the resist- 
ance in the People's Liberation Army 
to the policies of tee statesman 
Deng Xiaoping's ru p. How- 
ever, it proves more difficult | to iso- 
late the actual commanders opposed 





of Vietnamese soldiers, “dumb acos 
lytes of the system that murders? 
though to Trang “there was no such 
articulation of thesi nstrous 
events 

The author is most self-revealing 
when his prissy hero explains to his 
(liberated) American lady-love: “You 
cannot love the Chinese ind "That's 
just why I couldn't marry a Chinese 
girl. You might get some of the heart 
but never, never the soul. When I marry 
I want my wife's heart and at least 
some of her soul I want my children 
to be white, pure whit« one of 
these mixtures There are many bit- 
ter eloquent examples. I want to avoid 
fathering that sort bitter soul 
searching.' 

This would-be thriller should never 
have found a publisher — particularly 
in Hongkong in 1984. It pretends 
knowledge and provides an empty 
aridity. It is ignorant, portentous, 
narrow, insensitive, semi-literate and 
racist - DEREK DAVIES 


to Deng's course than to discern a 
general trend in PLA propaganda. 

The 12th Congress of the Chinese 
Communist Party yielded less drama 
than the 11th Congress and its sub- 
sequent plenums — especially the. 
third and the fifth. These were the | 
pivot on which Deng effectively neu- | 
tralised opposition to himself in the 
politburo and struck out on his 
course of pragmatic, liberalised 
socialist construction, eschewing the 
doctrines of Mao Zedong. Nonethe- 
less, the 12th Congress was important 
as a follow-up and the book's 
documentation of its results is most 
welcome. 

The bulk of the book consists of 
potted biographies of leaders promi- 
nent since the 12th Congress, and 
these are of great interest to anyone 
interested in modern Chinese govern- 
ment. — DAVID BONAVIA 









BUSINESS AFFAIRS 





Taiwan approves creation of new vehicles for foreign and local investors 


of a market 


Making 


By Car! Goldstein in Taipei 


aipei has taken a big step towards 
| opening its stockmarket by ap- 
proving the creation of three new 
investment funds for foreign investors. 
The new funds, which are to be jointly 
. owned by local companies and foreign 
financial institutions, will each be li- 
mited to an initial subscription of 
US$25 million. With the Securities and 
Exchange Commission (SEC) go- 
- ahead in hand as of mid-May, formal 
approval by the Ministry of Finance is 
expected any time. 

The domestic, majority partners in 
the new funds are Ruentex Industries, 
a textiles-based group; Hong's Group 
of Taiwan (HGT), which is associat- 
ed with Matsushita International 
(Taiwan), and China Development 
Corp. They will join International In- 
vestment Trust Co. (IIT), which has 
managed the Taiwan Fund since 
November 1983, in offering foreign in- 
vestors the opportunity to invest in the 
Taipei market. With the addition of the 
Taiwan Fund's second tranche of capi- 
tal last December, it now totals slightly 
more than US$80 million. 

At the same time the SEC approved 
the establishment of three new com- 
petitors for the Taiwan Fund, it gave 
IIT a verbal go-ahead to set up a unit 
trust for domestic investors. 


Run at Tenth Credit: early warning. 











Both moves are part of an effort by 
government financial planners to en- 
hance the stockmarket's role in the fi- 
nancial system. It is hoped that profes- 
sional fund management will increase 
individual investors' faith in the mar- 
ket and, by drawing underutilised cap- 
ital from the banking system or pri- 
vate-loan markets, make it easier for 
companies to obtain equity funding. 

At present, many firms rely heavily 
on short-term bank loans, if they can 
meet conservative loan officers' strin- 
gent standards. Studies have shown, 
however, that up to 35% of private 
companies' capital needs are met by 
the kerb money market, where annual 
interest rates may go as high as 30% 

Company representatives said final 
agreements had not yet been reached 


with potential foreign partners in the | 


new funds for foreign investors. How- 
ever, the most frequently mentioned 
candidates are Daiwa Securities, to 
link up with the Hong group; Interal- 
lianz Bank Zurich and Ruentex, and 
Merrill Lynch with China Develop- 
ment Corp. 

Several major brokerage firms were 
said to have been offered roles in the 
new funds but declined because of 
fears over potential management 
problems. Management of the three 





new funds is expected to be carried on 
in Taipei whereas IIT is controlled by 
its foreign partners. Mark Mobius, 
Taipei director for Vickers da Costa & 
Co., said his company had not been 
willing to get into a situation in which 
they had the responsibility but not the 
power to make necessary decisions. 

David Hsu, an assistant to Ruentex 
president Samuel Yin, said the chief 
executive officer of the soon-to-be-es- 
tablished Kwang Hua Securities In- 
vestment and Trust Co. would be from 
Interallianz Bank, while the fund man- 
agers would be seconded from Ruen- 
tex. Although Hsu expressed complete 
confidence in his firm's ability to man- 
age the portfolio, some people in Tai- 
pei financial circles are asking whe- 
ther a textiles company is qualified 
to operate a sophisticated investment 
fund. 


he successful applicants were re- 
i quired to provide paid-in capital 
of NT$100 million (US$2.55 mil- 
lion). Some potential foreign partners 
thought the amount excessive, but the 
government clearly wanted all in- 
terested parties to prove their sincerity 
in concrete terms. 
The new funds must be operating 
within six months or lose their li- 


TIME FOR AN UPTURN 


ntil the middle of last year, the 
Taipei stockmarket looked like a 
stellar performer. From a level of 
around 450 at the beginning of 1983, 
the weighted index climbed to an all- 
time high of 969.25 by May 1984 be- 
fore declining to 838.07 by the end of 
the year. That decline has continued 
in 1985. А 
Buffeted by disappointing trade 
figures and the effects of the Cathay 
Group financial crisis (REVIEW, 11 
Apr.), the index has fallen steadily to 
its current level in the 730s. (In terms 
of total capitalisation, the decline has 
been less severe, falling from 
US$9.66 billion around the 1984 peak 
to US$8.79 billion now). But mar- 
ket fundamentals look solid, and 
analysts are expecting another 
takeoff, either during the summer or 
early autumn. 
Exports for the first four months of 
the year rose only 4.8% over the cor- 


responding period of 1984, a disap- 
pointing percentage by the standards 
that Taiwan’s robust export-driven 
economy has set in past years. How- 
ever, even the most pessimistic 
forecasters are predicting a growth 
rate for the year of better than 6%. If 
the expectations of renewed growth 
in the United States economy in the 
third and fourth quarters prove jus- 
tified, Taiwan's exports will improve 
accordingly as it is by far the coun- 
try’s major export outlet. Since in- 
vestors in the Taipei stockmarket 
react noticeably to trends in trade 
figures, the market should fol- 
low. 

Other positive factors are the ex- 
pected stimulus to the economy from 
a 10.2% increase in government 
spending in fiscal 1986 (beginning on 
1 July) on the so-called “14 Big Pro- 
jects,” a slate of major infrastructure 
building programmes, including 
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| Fina nance Ministry: approval expected. 


More than fur- 
ther expansion 
for overseas in- 
vestors, however, 
the new fund man- 
agers appear 
have their atten- 
tion firmly fo- 
cused on the 
possibility of 
opening new 
funds for domestic 
investors, to com- 
pete with the one 
IIT is slated to es- 





tablish. 
The new ПТ 
fund, which will 


have a minimum 
two-year redemp- 


DAVID JENKINS 





cences. Richard Hong, president of 
HGT, said his company's fund, to be 
managed by the newly established Na- 
tional Investment Trust Corp. (partly 
owned by HGT), would prepare a pros- 
pectus and draft contracts within four 
or five months. 

All parties are viewing the initial 
US$25 million subscriptions as merely 
a first step. SEC chairman Shen Pe- 
ling told the REVIEW the fund managers 
would have a three- to six-month trial 
period to see how well they do. If their 
performance is satisfactory, each fund 
will be able to expand up to US$60 
million, if they wish, or to establish 
new funds for domestic investors. Thus 
the nominal amount of foreign capital 
in the Taipei stockmarket could rise to 
as much as US$260 million within .a 
year. 


highway and port expansion and 
Taipei's mass-transit railway. 

The increasing liberalisation of fi- 
nancial markets evidenced by the ap- 
pearance of several new investment 
funds should also help to spur invest- 
or interest in the stockmarket. 

The decline in the market index 
from the end of 1984 was fuelled by 
several factors. One was profit-tak- 
ing by many investors who had 
bought into the market when it was 
still in the 400-500 range. 
was trade performance: last year's 
outstanding economic growth — 
10.9% on the year — began to fade in 
November. 

Just as the market began reacting 
to this, big institutional investors, led 
by Cathay Trust (which was said to 
have as much as NT$12 billion 
[US$307.7 million] in its portfolio), 
began selling off large blocks of 
shares. Analysts now point to Cathay 
Trusts evident need for large 
amounts of cash as one of the early 


warning signs о crisis 








that erupted in the Tsai family- 


tion period, will be 
aimed exclusively at institutional in- 
vestors at first. "We'd likeit to demon- 
strate first to individual investors that 
a professionally managed fund is a 
good way to get into the market," said 
Shen. It will be authorised to take up to 
NT$2 billion in the first stage. 


to | 








IIT president Robin Hall said he | 


hoped to have all necessary documen- 
tation ready within the next several 
months so that the most advantageous 
time to actually make the offering 
could be chosen. 


The management of IIT has come | 


under considerable criticism locally in 
recent months because of the Taiwan 
Fund's poor performance since the be- 
ginning of the year. In 1984, the mar- 
ket value of the International De- 
pository Receipts representing the 
fund's units rose 14.4%, compared to 
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owned Cathay Group in February, 


Cooperative, 
the government takeover of both in- 
stitutions (REVIEW, 7 Mar. and 21 
May | PORN 








a 10% increase in the market index, 

In the first quarter of 1985, however 
the fund's market value dropped by 
10.1% against a stock index decline ОЁ 


8.6%. It is unusual for an investment 
fund to perform more poorly than the 
market. Hall said IIT felt constrained 
to buy into the market in December 


with the second infusion of capital, in 
order to keep the fund's liquidity down 


to an acceptable level at a time when 
the market was expected to begin ris- 
ing. 

n the event, the timing proved 
1 unfortunate. Selling pressure by ine 

stitutional investors — particularly 
Cathay Life and Cathay Investment 
and Trust Co drove down share 
prices of many of the same blue-chip 
stocks in which IIT keeps the bulk of its 
capital 

The Taipei market has been in inter- 

| mittent decline ever since reaching it$ 
all-time high in May 1984 of 969.25 
points. 

However, most analysts think the 
market is ready to start rising again 
Thus, the new funds could be prepar- 
ing to enter the market at a good time 
The widely expected renewed econo- 
mic growth in the United States during 
the second half would spur Taiwans 
exports. The Taipei market is hypersen= 
sitive to short-term trends in trade 
figures. 

In addition, the presence of new 





| necessary changes are 


funds is expected to help renew invest- 


ors’ interest in the market. “The weight 
of the money will not be that signifi- 
cant, but the psychological ' lue of the 
additional capital will b« impor- 
tant," said Mobius 

The managers of the funds 


should also add to the chorus of voices 
calling for fundamental reforms in the 
Taipei market. High on the list of 
tougher disclo- 
sure requirements for listed companies 
and quicker action profes- 
sional standards among local account- 
ants. Both are essential if investment 
in the stockmarket is to become re- 
garded as a reasonably good risk by 
local investors 1 
Financial officials say the new funds 
for overseas and domestic investors are 
another step towards the longer-range 
goal of opening the local market to = 
rect investment by foreigners and giv- 


to raist 


-ing domestic investors the opportunity 
| to legally invest in overseas 


markets, In 
controls on ^ 
early 


both cases, Taipei's strict 
foreign exchange prevent the 
opening of the market 
Although Taiwan's cabir 
cutive Yuan, has approved the concept 
in principle, some elements of the 
bureaucracy, particularly in the Cene 
tral Bank of China, are known to ope 
pose too-rapid changes in the financial 
structure. п 


et, the Exe- 


BANKING 


Fame is the spur 


Two Chinese financial institutions 
compete for international recognition 


By Nancy Langston in Peking 


a organisations appear to have 
been selected to spearhead China's 
experiment with competition in bank- 
ing: the Bank of China (BoC), the offi- 
cial foreign-exchange bank and China 
International Trust and Investment 
Corp. (Citic) established to attract 
foreign investment to China. 

Citic, a five-year-old organisation, 
was set up to compete with the 73- 
year-old BoC, a powerful organisation 
that by some reckoning is short on ser- 
vice and long on smugness. The two fi- 
nancial institutions have matched 


each other step for step in recent times. | 


The BoC appeared to get the upper 
hand in 1984 with the establishment of 
the Bank of China Trust and Consul- 
tancy Co., allowing the bank to attract 
foreign investment to China — Citic's 
main task. 

Citic now has a counterploy. Last 
October, the state gave Citic a licence 
for a full banking branch which will 
allow it, among other things, to com- 
pete for domestic foreign-exchange 
deposits as well as to open and advise 
letters of credit. According to an of- 
ficial from China's central bank, the 
People's Bank of China (PBoC): “The 
Citic bank was authorised for the pur- 
pose to break the foreign-exchange 
monopoly of Bank of China." 

Foreign bankers, by and large, are 
pleased with the development. “We 
won't have to rely on the Bank of China 
Which has a monopoly and as such 
doesn't offer the greatest service,” said 
one North American banker. Foreign- 
ers and Chinese alike complain about 
the BoC's slow letter-of-credit process- 
ing. Also telegraphic transfers can be 
delayed by three or four days. 

About Citic, a senior official at BoC 
said: "Everyone is working for the 
country but we worry a little about the 
new Citic bank. It is definitely a good 
thing to promote efficiency. Already 
Citic makes us consider our activities 
more carefully." 

The new Citic bank, according to one 
of its senior officials, who declined to 
be quoted, will not have individual 
capital but will draw on the resources 
of Citic itself which in 1984 had Rmb 
600 million (US$211.3 million) register- 
ed capital. In addition, the State Coun- 
cil provided US$50 million annually as 
of 1984 for investment by Citic. The 
new bank will have a long way to go to 
catch up with the BoC's loan portfolio 
however. According to BoC's chairman 
Bu Ming, the bank's foreign currency 
loans and investments in 1984 totalled 
US$2.96 billion. 


58 








According to the Citic official, the 
new bank's operations, such as letters 
of credit, “will start small, with good 
people, and then gradually expand." 

The matter of personnel is a 
headache for both financial organisa- 
tions. Citic employees are generally 
described by foreign bankers as “open 
minded and sophisticated." The BoC 
gets mixed reviews on this count, sum- 
med up by one European banker like 
this: "When they are good, they are the 
best. When they are bad, they are the 
worst." 

Nationalised after the communist 
takeover in 1949, China's banking sys- 
tem ground to a virtual halt during the 
Cultural Revolu- 
tion. Banking 
talent today rests 
largely on finan- 
ciers (such as 
Citic's head Rong 
Yiren) who cut 
their teeth in the 
rough and tum- 
ble banking ways 
of pre-commun- 
ist China. 

There is a tug- 
of-war between 
the BoC and Citic 
for skilled per- 
sonnel. The BoC 








Citic 
» Obtained a full-service banking 
branch (authorised in October 1984 
though not yet opened). 
» Undertook the Citic building in | 
Peking (the city's first office/apart- 
ment complex for foreigners sche- 
duled to open in July 1985. A second 
building is planned). 
» Made China's first private bond 
placement in Tokyo in October 1984. 
Followed the Bank of China in 
January 1985 with a public yen bond 
issue. Plans a Deutschemark Euro- 
bond issue for July. 
» Formed the China Investment Fi- 
nance Corp., a registered deposit- 
taking company joint venture in 
Hongkong between Citic and the 
Royal Bank of Canada. 
» Leased US$80 million worth of 
equipment for 200 domestic enter- 
prises in 1983. (1984 figures not yet | 
available.) 





THE CONTENDERS 


i aa. 


has “given” some of its people to Citic 
but not willingly. “I suppose its our 
moral duty to support the cause,” said 
a BoC official. Citic's remedy to the 
problem is an agreement for the 
Foreign Trade University to take 50 
students a year and offer special class- 
es with Citic in mind. The university 
will receive Rmb 10,000 for each 
graduate. 

While the BoC enjoys a stronger 
infrastructure nationwide through its 
branches, Citic (at least for the time 
being) enjoys a little more latitude in 
overall decision-making. That is be- 
cause the BoC is subject to the PBoC, 
politicised entity. Citic is directly re- 
sponsible to the State Council, the gov- 
ernment's highest decision-making 
body. 

According to one PBoC official, 
Citic's monetary policy and planning 
will gradually be transferred to the 
leadership of the PBoC. Citic’s foreign- 
exchange dealings (in the new bank), 
will have to be submitted “to the Peo- 
ple's Bank for a unified credit plan." It 
is too early to tell whether transferring 
authority from 
theState Council 
to the PBoC will 
put a spanner in 
Citic’s relatively 
free decision- 
making process. 
According to pre- 
dictions by one 
Western econo- 
mic analyst, "the 
Citic-BoC thing 
should acceler- 
ate competition 
with China's 
other specialised 
banks." п 
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Bank of China 


» Formed the China Investment 
Bank in 1981 to act as a conduit for 
World Bank loans. 

» Formed the Bank of China Trust 
and Consultancy Co. in 1983, a 
wholly owned subsidiary with au- 
thorised capital of Rmb 600 million 
(US$211.3 million), to attract invest- 
ment to China. 

> Planned a new headquarters 
building in Hongkong. 

» Made China’s first public bond 
issue (in yen) followed by a second. 
Also, China’s first Eurobond issued 
(in Deutschemarks). 

» Launched CCIC — a licensed de- 
posit-taking company joint venture 
in Hongkong between the Bank of 
China, a US bank, a Japanese bank, 
and China Resources (Holdings). 

» Is involved in two joint-venture 
leasing companies through the Bank 
of China Trust and Consultancy Co, 
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have crossed the ocean. Samsung 
Electronics, Korea’s leading 
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to offer. 
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In word, not deed - 


„Japanese newspapers profess free-trade beliefs, but 
‘Stay close to home when they buy their own newsprint 


By Bruce Roscoe in Tokyo 

genes newspaper companies 
@ usually are among the first to 
declare their support for trade liberali- 
Sation, but they may be the last to prac- 
tise what they preach. Mass-circula- 


tion dailies such as Yomiuri and Asahi | 


boast the largest circulations of any 


newspapers in the developed world, 


with sales of their morning editions 
alone reaching around 8 million copies 
each. And they do it all on Japanese- 
made newsprint, not because it is any 


better or cheaper than foreign-made | 
— newsprint but because, by their own 
- admission, they simply do not trust 


X 
=, 


foreign suppliers. 
With few exceptions, foreign com- 


-panies attempting to penetrate the 


"World's  second-biggest newsprint 
market have been thrown only crumbs 
such as newsprint contracts for comic 
books and telephone directories. Japan 
imposes no import quota on newsprint, 
though it does levy a duty of 3.9%. 

After the duty is paid, United States 
made newsprint enters the market at 
around *125 (50 US cents) a kg. Once 

"warehousing and delivery costs are 

added, Japanese newspaper com- 


ECONOMIC RELATIONS 





Pact points the way 


The EEC hopes to increase further its sales to China 
with the signing of a five-year trade agreement 


_ By Shada Islam in Brussels 


he European Economic Community 

{15 making yet another bid to cap- 
ture Chinese markets from its more 
successful Japanese and United States 
rivals. EEC officials are hoping that a 
new five-year trade and economic co- 
operation agreement they signed with 
China on 21 May will prove more effec- 





tive in increasing EEC sales to China | 


than the cooperation pact signed in 
1978. 

"Our trade with China has improved 
over the last few years but we are still 
losing ground to both Japan and the 
US,” said an EEC official. “The new 


pact should give us the stimulus to do | 


more and the legal framework to ex- 
periment with new forms of coopera- 
tion," he added. “EEC-China relations 
are entering a new and more decisive 
stage," predicted Italian Foreign 
Minister Guilio Andreotti, who is the 
current chairman of the EEC Council 





| 


panies can expect to pay no more than 
¥145 a kg for the foreign product. That 
compares with a minimum of ¥150 a 
kg charged on a delivery-basis by Ja- 
panese suppliers. 

So in price terms the foreign 
suppliers can compete. Yet the fact is 
they cannot compete. The barriers, for 
the most part, appear less physical 
than psychological. Japanese news- 
paper companies put their life totally 
in the hands of their local newsprint 
suppliers, most carrying no more than 
one day's stock. By contrast, US dailies 
hold an average 48 days' stock. The US 
average is high partly for logistical 
reasons, but also as a safeguard against 


| papermill strikes. 


By keeping virtually no newsprint 
inventory, Japanese dailies pass stor- 
age costs on to their suppliers. They 
also make their suppliers wait for pay- 
ment by issuing promissory notes that 
cannot be drawn on for 90 days. In the 
US and Europe, payment in cash is ex- 
pected within a month of delivery. 

The relationship between newsprint 
suppliers and the newspapers is ex- 
tremely close. Some industry observers 
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say the word "relationship" is too 
weak — "bond" being a more fitting 
term. 

"The newspapers are well enter- 
tained by their newsprint suppliers,” 
said one foreign newsprint company 
executive. “Would a foreign newsprint 
company come to check the presses in 
the middle of the night if a newspaper 
was having problems?" asks Kazuhiko 
Yamazaki, an executive at Oji Paper 
Co., Japan's biggest paper company, 
which has a 28% share of the news- 
print market. “That is the type of ser- 
vice we offer. Even if we are in bed we 
answer calls from a newspaper. We do 
everything for the customer." 

According to Yamazaki, the service 
extends even to persuading companies 
affiliated with Oji Paper, such as mak- 
ers of tissue paper, to place advertise- 


ments with client newspapers. 
Yamazaki doubts. whether foreign 
newsprint suppliers would. be as 


courteous. "Even if foreign newsprint 
is cheaper, on the whole, the merit is 
less," Yamazaki reasoned. 





of Ministers. Speaking 
after the new pact was 
signed in Brussels, An- 
dreotti stressed that “pros- 
pects for development of 
trade and cooperation be- 
tween China and the EEC 
are considerable." 

So far, EEC exporters 
have had rother limited 
success in seliing their pro- 
ducts on Chinese markets. 
EEC trade with China still 
represents only 1% of the 
EEC's overall imports and 


Andreotti: new and more decisive stage. 
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exports, though EEC ex- 
ports to China (steel, cars, chemical 
products and machinery) have in- 


perts. Statistics published by the EEC 
Commission showed a 12% increase in 


creased steadily, climbing from slightly | EEC exports to China in 1984, com- 


less than USS1 billion in 1981 to US$2.8 
billion last year. China's trade with 
Japan and the US, on the other hand, is 
increasing ata faster pace, said EEC ex- 


pared to the 36% increase by the US and 
a 47% increase by Japan. 

“Our exports are not responding to 
the political will of both sides to ex-' 


5 JUNE 1985 e FAR EASTERN ECONOMIC REVIEW. 








1980 1981 


1979 


1982 1983 


Source: Ministry of International Trade and Industry. 





Oji Paper is more qualified than 
most to assess the importance of meet- 
ing every wish and whim of newspaper 
companies. In 1957, the company was 
devastated by a mill strike that lasted 
145 days. Before the strike, its market 
share was slightly more than 30%. It 
has taken Oji Paper 27 years to rebuild 
its reputation as a reliable supplier and 
recapture most, but not all, of its 
former market share. 


pand trade flows," admitted EEC Ex- 
ternal Trade Commissioner Willy de 
Clercq, following two days (22-23 
May) of consultations with the Chinese 
Minister for External Economic Rela- 
tions Zheng Tuobin. De Clercq stress- 
ed that he was “not happy with the vol- 
ume of EEC trade with China . . . and 
our Chinese friends know it." He 
added: “Greater efforts" are needed, 
but the EEC could do little more than 
*act as a catalyst." It was up to Euro- 
pean industrialists to increase their 
sales to China, he said. 

“There are about 200-300,000 
Chinese firms that need to be moder- 
nised and we've been told that Euro- 
pean knowhow will be welcome," 
noted de Clercq. Prospects for growth 
in sales of European information tech- 
nology and telecommunication sys- 
tems are especially bright. *Private en- 
terprises must take up the challenge," 
he urged. 


hinese officials have criticised 

European industrialists for "not 
being competitive enough. The poten- 
tial for trade is not being fully 
exploited by Europe," Zheng told de 
Clercq. *There is room for more rapid 
growth." The Chinese minister assured 
his European hosts that China's open- 
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; ‘he that foreign 

companies do not think twice 
about allowing a strike to 
occur is probably the factor 


that most inhibits foreign 


panese newspapers also take 
issue with the quality of 
foreign newsprint, though the 
argument used is specious. 
They claim that in the US, 
when papers are run off the 


paper breaks per 100 rolls of 
newsprint, againstonly about 
0.3 of a break for the same 
number of rolls of Japanese 
newsprint. The complaint 
does not take into account the 
technical differences result- 
ing from most Japanese 
morning dailies running to no 
more than 32 pages. 


Japan, Canadian forest-pro- 
ducts giant MacMillan 
Bloedel, the only foreign con- 
cern that has registered any 
consistent success in selling newsprint 
to Japanese newspapers, can claim 
monthly sales of not more than about 
350 tonnes. About half of that volume 
is used in telephone directories, the 
other half in magazines and comics, 
with a tiny portion going into news- 
papers. 

To achieve this feat, MacMillan 
Bloedel has had to keep a minimum of 
two months’ stock warehoused in 


door policy would mean more trade 
with the EEC in the coming years. 
There are hopes that the new EEC- 
China pact will encourage European 
companies to increase their current in- 
vestments in China, valued at about 
US$800 million. 

EEC officials are hoping that the 
facilities for information seminars and 
training schemes provided for in the 
new pact will lead to more EEC trade 
and investment contacts with China. 
But the EEC does not foresee any signi- 
ficant increase in its annual US$5 mil- 
lion aid programme for China or im- 
provements in its preferential trade 
offer for Chinese exports. Chinese tex- 
tiles exports to the EEC are not co- 
vered by the pact, though Chinese offi- 
cials routinely ask for higher export 
quotas. 

The agreement does, however, offer 
opportunities for cooperation in the 
energy, transport, and science and 
technology sectors. Joint EEC-Chinese 
actions are also expected in industry, 
mining and the agro-industry. EEC of- 
ficials admitted, however, that the 
agreement’s value is more symbolic 
than practical. What will really be im- 
portant is China’s open-door policy 
and its determination to cooperate 
with Europe. 


ee) 


newsprint companies’ mar- | 
keting efforts in Japan. Ja- | 


presses, there are two to three | 








After a 20-year presence in | 














Tokyo, Osaka : zoya. It | 
Бе pg o of deinen trucks, са 
in yen (thereby carrying all the 
foreign-exchange risk), and accept the 
payment terms offered by the news- 


papers. 


ji Paper estimates that no more than 
800 tonnes of foreign newsprint 
is sold directly to newspapers a year, 
compared with a monthly consump- 
tion volume of about 230,000 tonnes. 
More than half the total amount of im- 
ported newsprint is now supplied by 
the Oji Paper joint venture with Inter- 
national Paper Co., of Canada, and a 
similar joint venture between Oji's 
arch rival, Jujo Paper Co., and the US- 
based Weyerhaeuser Co. These ven- 
tures were set up in 1982 and 1979, re- 
spectively 
Oji and Jujo are using the joint oper- 
ations to ensure that the strongest of 
likely foreign competitors attain their 


marketing goals in Japan, on condition 
that the paper is marketed as their 
own. These imports are called “сар= 
tive" and enable Oji and Jujo to main- 
tain their market share 

But, according to Yamazaki, the 


newspaper companies at first were not 
thrilled to be served up foreign news- 
print even in the guise of a Japanese 


product. “The clients were very wor- 
ried about us importing foreign 
paper," he said, "but they are begin- 
ning to accept it now п 
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` An economic manifesto 


ў Pakistan’s latest measures aim to put the government 










` By Mohammed Aftab in Islamabad 


akistan has taken a major step to- 
wards its long-promised goal of 
economic liberalisation with 115 
_ budget for the coming fiscal year (be- 
| ginning on 1 July). The spending plan 
_ of the recently installed civilian ad- 
- ministration aims to put the govern- 
ment into the black for the first time in 
4 p despite a 13.4% rise in spending, 
y shifting the tax burden from corpo- 
rate and personal incomes to users and 
by part sales of profitable state corpo- 
rations to domestic and foreign invest- 
ors. 

Foreign aid and borrowings will ac- 
count for about a fifth of the total re- 
venue (21% is the estimate) at some 
с 26.66 billion (US$1.7 billion). Inter- 
| nal funding at about Rs 86.58 billion 

"before new revenue measures, will 
_ cover only about 68% of total pro- 
jected spending of Rs 126.84 billion. 
"The government intends to more than 
"make up the shortfall with new taxes, 
_ bond sales and the proceeds of divest- 
ment. 

- The budget imposes major consumer 
- taxes which will have a vast spillover 

effect. There are taxes on electricity, 
"n ‘natural gas and petroleum; a 23% rise 
in railway fares and freights, and a 5% 
— import surcharge to fund education. 
_ Together, these will net the govern- 
- ment an estimated Rs 9.47 billion. 
i But the much-opposed corporate tax 
has been lowered from the highest 
bracket of 60% to 45%. Individuals’ 
- dividend income will no longer be 
— taxed. The lowest bracket of personal- 
| income tax has been slashed, from 10% 
to 5%, following a similar reduction 
- from 15% a year ago, and the threshold 
Е - of tax-exempt income raised from Rs 
$ 
1 


„с 





* 


—— 18,000 to Rs 24,000. These changes will 

take effect on earnings from 1 July: to 

—* have made them retroactive, as has 

been usual, would have jeopardised 

_ the 1985 (current-year) budget — 

i which is already running a massive de- 

ficit and has forced the government to 

resort to Rs 17 billion of deficit financ- 
ing. 

Government and some private em- 
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in the black for the first time in years 


ployees will get a double bonus. In ad- 
dition to tax cuts, their wages will also 
rise under a wage indexation plan. 

Besides the new taxes, new bond is- 
sues — and disinvestment of some 
state-sector units — will help over- 
come the estimated resource short- 
fall. 

The government hopes to raise up to 
Rs 5 billion from new bonds. These in- 
clude the three-year or less National 
Fund Bonds; two-year or less Special 
National Fund Bonds which are meant 
to mop up black money, and Foreign- 
Exchange Bearer Certificates (FEBCs) 
for investment of foreign exchange, re- 
payable in foreign currency after a 
maximum of three years. The FEBCs 
are meant to attract remittances of 
Pakistanis working abroad, especially 
in the Middle East. Home remittances, 
which have proved to be the principal 
support of the Pakistani economy in 
the post-energy crisis era, have sagged 
for the past three years, mainly be- 
cause of fewer jobs in host countries. 
(Pakistan hopes to earn US$2.5 billion 
in fiscal 1985 from this source, down 
from US$2.8 billion in 1984, according 
to the Finance Ministry.) 

The government hopes to receive 
Rs 2 billion by selling small portions of 
profit-making state-sector businesses 
on a selective basis, to both Pakistani 
and foreign investors. 


he new budget provides for the 
highest development expenditure 
yet, though it is still an open question 
how effective larger development out- 
lays can be in an environment of in- 
creasing corruption, declining produc- 
tivity and poor economic management. 
Development spending, including 
education, will rise 20.6% to Rs 44.19 
billion during 1986. This large alloca- 
tion will put the sixth five-year plan 
(1983-88) back on course, and cover 
the shortfalls the plan faced in its first 
two years. 
The new budget, after a fresh bout of 
taxation, is meant to yield a nominal 
surplus. “We have attempted, for the 






_unhindered by 





rest inflationary trends at ber v or 
source," said Finance Minister 
Mahbubul Над. The government itself 
has been the source, with the heavy 
doses of deficit financing it has con- 
stantly administered to the economy — 
parliamentary re- 
straints as the parliament remained 
disbanded in eight years of martial 
law, and with little public criticism, as 
the people were muted by the military 
regime. 

Haq estimates that deficit financing 
in 1985 alone will come to Rs 17 billion, 
though the government had said last 
year that it would not exceed Rs 5.8 
billion. 

“This is not a traditional budget, but 
an economic manifesto," Haq told the 
237-member national assembly, as 
Prime Minister Muhammad Khan 
Junejo listened. Haq said the budget 
"contains many basic structural 
changes that herald a new sense of di- 
rection for the nation," which the new 
civilian government (appointed on 10 
April) has said it wants to see. 

The new *economic manifesto" aims 
at establishing: 

» Atruly Islamic welfare state. 

» An equitable system to give a full 
sense of participation to the people in 
the nation's economic life. 

» A liberal economic system which 
will liberate the energies of the private 
sector to increase national output. 

“This manifesto cannot be im- 
plemented in a day, nor can we lay its 
foundations in one giant step,” Haq 
warned. Rather, the budget strategy 
revolves around “removing all un- 
necessary controls and interventions 
which neither benefit the consumer, 
nor encourage national output, nor 
stimulate investment . . . under the 
dark shadow of such controls, corrup- 
tion breeds and public interest is bra- 
zenly sold," Haq said of Pakistan's 
draconian regulation of the economy 
— and the society. 

A national deregulation commission 
is to be appointed to dismantle the 
existing controls, Haq said, while ex- 
plaining his "Three-D" approach (de- 
regulation, disinvestment and de- 
nationalisation). 

The government will sell off a 
portfolio of shares totalling Rs 2 billion 
in profit-making enterprises to foreign 
and local investors. A disinvestment 
committee will oversee these sales of 
state enterprises, as well as consider- 
ing the problems of non-profitable in- 
dustries in the state sector. Units or 
businesses which do not command 
"the heights of the economy," such as 
the edible-oil industry, may be de- 
nationalised. 

The budget assigns the highest 
priority to development of energy. 
Other priority areas are agriculture; 
rural roads; village electrification; pri- 
mary éducation; health; women's wel- 
fare, and employment of youth. п 
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Now you don’t need to 
rely on professio 
help to look goo 
on paper. 






Presenting the Canon AP 100. 


It’s an unavoidable fact of working life that there’s start! With large function keys and no complicated 
always a little typing that needs to be done! And by instruction manuals — you just sit down and begir 
yourself. When there is, obviously you want the most typing immediately! 


efficient, practical tool to finish the job perfectly. But beitof all ix њена die AP 100 ip a Caan 


Your solution? The compact, personal Canon AP 100. And that means quality and reliability which you can 
It’s bursting with the same electronic features you find trust. 


in bigger models. - : | i 
88 So, if you’re one of those professionals who 


just can’t seem to look professional enough on 
paper, don’t worry! Just pick up the very 
professional-looking Canon AP100 at 
your nearest authorized Cano 
electronic typewriter dealer today 


AP 100 


Like a one-line correction memory which lifts mistakes 
off the page automatically! Automatic carrier 
return, centering, underlining, and decimal 
tab which help make perfection easy. 
An optional interface which converts 
the AP100 into a word processor 
or computer printer. Quiet 
operation to help you think, 
and a compact size so you 
can keep it out of the way 
until you need it. 


And last but not least, a user-friendly 
design which makes typing simple from the 


ELECTRONIC TYPEWRITERS 
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International department profitability before WorldLink. 





International department profitability after WorldLink. 


Now you have an opportunity 
to improve the profitability of your 
international department. 


It's called WorldLink a better 


way for you to issue cheques in the 
major world trading currencies. 


With WorldLink you can issue 


cheques for a fraction of the cost of 
ordinary foreign currency drafts or 
wire transfers. Simplified issuance 
procedures improve staff produc- 

tivity. Plus, services such as status 


€ Citi 5 es in porated, A Cin Company 198 


inquiries, photocopies and stop 
payments are available at no addi 
tional cost. 

And with our exclusive 
WorldLink software program fot 
your IBM PC-XT, you can com 
pletely automate cheque issuance 
and reconcilement and directly 
access your issuance information 
on the CRS database. 

You get private branded 
cheques, fast global clearing, con 
plete reconcilement, responsive 


customer Service a 
itv features and impro 
management — with í 
sharing or fee based 
progran 
For more inf 
contact vour Cit 0); 
representative. 
CITICORP OG WORLDLIN« 


A better way to move mone} 
around the world. 





“When the future of those you care for 
depends on your work, 
you give - above and beyond!” 








Responding to the Challenge 
Lavi—next generation fighter 
for the Israel Air Force. 

By IAI. Because we had to — 
therefore we did. 


Fire Control; Optoelectronics; 
Command, Control, Communi- 
cation & Intelligence. And 
Missile Systems such as the 
Gabriel and Barak. 


Pursuing Perfection 
IAI. In three decades, growing to 
a leadership position in aircraft 
and defense systems. 

For Israel...and for export. 





Investing in Progress 
Our major asset: People. Aggressor Squadron's ...Still More 
Dedicated. Skilled. Involved. F-21A Kfir multirole fighter — IAI building boats, armored 
Diversifying products through exemplify IAI excellence in cars, gun systems. And inertial 
R&D. And a dynamic engineer- aviation. navigation systems. Making 
ing program. Supported by aircraft landing gear and turret 
extensive interactive CAD / Defense Systems hydraulics for tanks. And 
CAM, in-house software, wind For air, land, sea... in cooper- because our quality and com- 
tunnels, telemetry, ground test ation with the Israel Defense petitive pricing are recognized, 
facilities and advanced produc- Forces, [AI produces a fullrange we are subcontractors to the 
tion processes. of electronic Force Multipliers: world’s largest defense industries. 
Radar; Computers; EW; a 
Aviation Expertise 


Westwind | and Westwind 2, 
contenders in business aviation. 
And now a new class: Astra, 

the sweptwing record-breaking 
executive jet. And the U.S. Navy 





Aircraft Maintenance 

We began as a maintenance 
facility for the IAF. Today IAI 
services international airlines on 
four continents and is certified 
for maintenance and overhaul of 
fixed and rotary wing aircraft, 
civil and military, by the leading 
regulatory agencies. 





Retrofit Rewards 

Modern Electronics and 
Weapons Systems and a new 
lease on life at affordable cost: 
IAI customized upgrading 
and modernization packages 


bring your aircraft 
and ships 
to the 






Total Concept 

From preliminary studies 
through full after-sales support. 
IAI Program Management sees 
to each detail. Single airplane or 
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complete air force. One radar or 
anentire air and coastal defense 
system. Components, spares, 
service, training —what is needed, 
when it's needed. 





Sharing 

IAI know-how can help you 
establish high-tech production. 
And we'll enter into offset or 
barter agreements too. Joint 
venture or technology transfer, 
IAI meets 





your specific needs and budgets, 
carrying out the project stages 
YOU want, when YOU want, 
for as long as YOU want. 


Ben Gurion International Airport, Israel. 
Tel: (3)9713111. 

Telex: 371102, 371114 ISRAVIA. 

Cables: ISRAELAVIA. 

New York: 

Israel Aircraft Industries International Inc. 
50 West 23rd St., N.Y. 10010. 

Tel: (212)6204410. 

Telex: 230-125180 ISRAIR. 

Brussels: 

IAI European Marketing Office, 

50 Ave. des Arts. 

Tel: (2)513455 

Telex: 62718 ISRAVI B. 


© f Д, / Featuring the Future 
ISRAEL AIRCRAFT INDUSTRIES LTD 
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Featuring at Paris '85 


Lavi: 

New details on the IAF's small, “smart” 
strfker. Truly control-configured (CCV) 
fighter with 1,000nm-plus air-ground 
combat radius. Fully computerized 
avionics systems, internal ECM and 
multifunction displays. Built-in 
maintenance for superiór availability, 
quick turnaround. Made-to-order for the 
world's most experienced fighter pilots 


Executive Aircraft: 

Westwind 1 and 2—unmatched in the 
mid-size, medium-price class of business 
jets for comfort, range, economy and 
versatility. 

Astra—all of the above plus speed 
Fastest in its class, the Astra cruises at 
Mach .8, holds four new world records, 
including coast-to-coast in the USA, 
non-stop. 


Arava: 

The multirole turboprop STOL aircraft 
An efficient, cost-effective light transport 
adaptable to a wide variety of civil and 
military missions. 


Upgrading: 

Customized packages for aircraft, armor 
and ships revitalize defense assets. 
Fighter/attack / trainer aircraft and naval 
units to destroyer size. Conversion of 
large transport aircraft for special 
missions. Add-on systems for Main 
Battle Tanks and engineering vehicles 


Large-Scale Defense Programs: 

All the elements needed for air / land /sea 
forces—or a total national defense net- 
work. Surveillance, intelligence gathering, 
secure communications, EW, navigation, 
fire control, ordnance, training simulators 
Modular packages of hardware—and 
software— for fully integrated force 
enhancement at any level 


Missile Systems: 

Barak | —optimum point defense system 
for ships. All-aspect vertical launch 
system with radar/ guidance. Reliable 
threat killer for defense against sea- 
skimming and terminal dive antiship 
missiles, aircraft and helicopters 
Gabriel —Long Range missile with а 
range of over 200km. 


COME TO HONG KONG ... COME TO SHERATON 


Where East Meets West in Perfect Harmon i 
, и Hong Kong, the pearl of the Orient, 


is indeed one of the world's 
most exciting destinations. 
At the Sheraton Hong Kong Hotel, 
you will find the luxury, mystery and 
enchantment of Asia with all the 
amenities and comforts of the West 
Newly renovated and glistening, 
the Sheraton awaits you 
WELCOME TO SHERATON HOTELS 
IN ASIA, AUSTRALIA & NEW ZEALAND. 


SHERATON HOTELS, INNS & RESORTS WORLDWIDE 
20 NATHAN ROAD. KOWLOON, HONG KONG 3-581111 


For reservations contact your nearest Sheraton The hospitality people ot ITT 


Business Travels With 
The Review 


When it comes to reaching Asia’s frequent busi- Address your inquiries to:— 

ness travellers, the Far Eastern Economic Review Elaine Goodwin, 

offers you the most mileage. Far Eastern Economic Review, 
At present most of the world’s leading airlines G.P.O. Box 160. 

with routes in Asia use the Far Eastern Economic Hong Kong. 

Review regularly as a primary advertising medium. 

Why? The answer is simply because the Review 

reaches the highest audience concentration of 

heavy frequent independent business travellers of 

any regional publication in Asia today. And does it FarEasternEconomic 


more cost-efficiently. 

If you'd like to know more about our frequent 
business travellers, write on company letterhead 
and we'll be glad to send you a copy of the latest 
1982/83 6 City Media Phase from the INTRA- 


MAR STUDY independently conducted by Interna- 
tional Travel Research Institute. The facts speak for 


themselves. You'll see how well-travelled we are. The choice of authority 
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Chipmakers’ акте 


Japan has emerged as the front-runner іп the race 


to develop new semiconductor-making equipment 


By Gene Gregory in Tokyo 

igns of basic structural change in 

the world semiconductor industry 
are emerging with increasing fre- 
quency and clarity. The share of Ja- 
panese makers in world markets for 
the most advanced microelectronic de- 
vices is climbing steadily with each 
new generation, reaching an estimated 
90% of the current market for 256K 
DRAM (dynamic random-access mem- 
ory) chips. Semiconductor output 
growth in Japan has averaged 30.7% a 
year over the past decade, compared 
with 20.7% in the United States. In 
1983, total capital spending of Japan- 
ese makers surpassed that of US mak- 
ers for the first time. 

Another less obvious but even more 
fundamental change has taken place. 
While 80% of all semiconductor man- 
ufacturing equipment purchased by 
Japanese chipmakers was of US ori- 
gin in 1975, in 1985, most new equip- 
ment installed by the Japanese indus- 
try — an estimated US$2.5 billion 
worth — is being supplied by domestic 
manufacturers. Equipment. imports 
now account for only about 25% of the 
market; and exports, expected to reach 
10% of total Japanese chipmaking 
equipment production this year, are 
climbing steadily. 

In just 10 years, a thrusting new in- 
dustry has emerged, driven by a mas- 
tery of state-of-the-art technology in 
microelectronics, optics, metallurgy 
and automated systems engineering. 
Although there are some large inte- 
grated manufacturers, most semicon- 
ductor machinery makers are small to 
medium-sized firms specialising in 
particular fields of high technology. In 
this respect the Japanese industrial 
structure resembles that of the US, 
where 70% of the 700-800 firms pro- 
ducing semiconductor equipment have 
an annual turnover of less than US$60 
million. But here the similarity ends. 

Japanese semiconductor-equipment 
builders tend to have closer ties with 
chipmakers, either as direct sub- 
sidiaries or in a client/supplier re- 


lationship that includes a two-way: 


flow of resources — men, money and 
technology. Although most equipment 
makers sell across group lines, compet- 
ing fiercely, each has developed more 
or less intimate relationships with 
principal customers as a result of con- 
tinuing cooperation in the design and 
development of advanced equipment. 
This structural feature is reinforced 
by the rapid growth of the highly com- 
petitive semiconductor industry and 
radical changes in technology. Chip- 
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makers have had constantly to up- 
grade practically all the 100-odd pro- 
cesses involved in integrated circuit 
(IC) manufacture to assure reliable 
mass production using the precision 
required by design rules steadily ap- 
proaching submicron line widths. 

The immediate effects of this race to 
raise the density of ICs have been to 
shorten the life cycle of each new gen- 
eration of chips and increase the cost of 
higher-precision production equip- 
ment. With entire production systems 
rendered obsolescent two to three 
years after installation, frequent re- 
placement at higher cost requires con- 
tinued close. cooperation between 
equipment vendors and chipmakers. 

Since capital has been relatively 
cheap and readily available, and the 
vertical integration of production 
serves to reduce risks of heavy invest- 
ments required by scrap-and-build 
manufacturing strategies, capital in- 
vestments in the chipmaking industry 
have grown in cadence with the de- 
mands of technological change. 

On average, therefore, the Japanese 
market for semiconductor equipment 





SEMICONDUCTOR MARKET SHARE 
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| has grown in excess of 30% a year. As 


more expensive equipment is needed | to 
produce the same volume of chips and 
the volume of IC production continues 
to rise at annual rates from 20-30%, 
even higher growth rates are assured 
for the equipment industry 

This is not true, at least not to the 
same extent, for the US industry. Cons 
straints on it are multiple and multi- 
plying, and the US makers are there- 
fore steadily losing world market 
share. Not only has capital cost US 
chipmakers at least 50% more than 
their Japanese counterparts over much 
of the past decade; capital spending 
also has been forced to follow an erra- 
tic stop-go pattern in response to сарі 
tal-market gyrations 


o a much greater extent than for 

Japanese makers, which tend to be 
less reliant on capital markets, invest- 
ments have been curtailed by US 
manufacturers at the critical stage of 
transformation to production of each 
new generation of devices, resulting 
in under-investment in capacity for 
16K, 64K, 256K and now 1M DRAM 
chips at critical stages of their deve- 
lopment. 

During the successive downturns in 
the home market, US equipment mak- 
ers have thus become increasingly de- 
pendent on Japanese demand to sus- 
tain them. At the same time, however, 
they have steadily lost competitive ad- 
vantage to the Japanese, who have not 
only dramatically upgraded their tech- 
nology for VLSI (very large-scale ICs) 
production — reducing and 
often eliminating the advan- 
tage of American makers — 
but also have shown agreat- 
er readiness to modify their 
equipment to meet customer 
needs. 

US equipment manufac- 
turers are not only unac- 
customed to making major 
model changes for American 


customers; recently «they 
have been subject to the 
added handicap of export 
controls, Exports of virtu- 
ally every category of chip- 
making equipment are sub- 
ject to licensing, requir- 


ing Department of Defence 
approval, resulting in un- 
certainties of delivery that 
few overseas buyers will ac- 
cept. 

Ironically, this particular 
barrier is based on assump- 
tions of technological super- 
iority that is rapidly fading 


or no longer exists. In addi- 
tion to their own substantial 
research and development 
(R & D) efforts, Japanese 
semiconductor-equipment 
builders have been major 
beneficiaries of à massive 


flow of new technologies from 
both public research labora- 


1iconducto: 
lone has increased b 








aboratories of the Ministry of In- 
ernational Trade and Industry (Miti), 
; Electrical Communications 
ories and. the Institute of 
nical and Physical Research, has 
ributed significantly to the im- 
ent of production technology. 
iting from this multi-faceted ef- 
, Japanese semiconductor-equip- 
t manufacturers now are in a posi- 
deliver a wide range of the 
5 most advanced stand-alone 
ев and complete production 
























































'olithography. The heart of the 
odu On process, microlitho- 
( in particular electron- 
“technology, was given highest 
the VLSI Cooperative Re- 
roject conducted by the five 
semiconductor and computer 
under. Miti auspices, from 
0. As the density of ICs con- 
increase by a factor of two 
wo years, and half of that in- 
dependent on microfabrica- 
ar dimensions used decrease 
lf every four years. 
edictably, then, lines of submicron 
"will soon have to be transferred 
mplates (masks) to silicon waf- 
sk that taxes the limits of opti- 








y Paul Ensor in Seoul 


msung Semiconductor and Tele- 
‘communications has opened a 
new plant to ‘produce 256K DRAM 
amic random access memory) 


er opening a 64K DRAM plant. 
‘spite prices for memory integrated 
ircuits (ICs) dropping worldwide, 
South Korean electronics firms are 
unwavering in their bid to make their 
"country the world's third major pro- 
ducer of ICs after the United States 
ind Japan, but many are concerned 
at the costs and the risks involved 
тау be greater than expected. 
"The new Samsung plant has the ca- 
city to produce 4 million 256K 
„АМ chips a month, and cost Won 
5 billion (US$208.3 million) to con- 
uet. To finance its push into 
emiconductors, Samsung has bor- 
rowed around US$200 million from 









x Samsung. hopes 


ligh-stakes drama _ 
South Korean company breaks into the most advanced | 
miconductor sector just as the market turns down 


tegrated circuits, roughly a year - 


export 058300. 


8 ns 

Since electron-beam lithographic 
systems currently cost- around US$3 
million each and X-ray · systems 
about US$10 million, compared with 
US$10,000 for a conventional contact 
or proximity aligner used in the mid- 
1970s, microlithographic technology 
has become a critical factor in the race 
to produce higher-density [Cs at lower 
cost per bit. The task of the Japanese 
VLSI research project was sharply fo- 
cused: develop new technologies to ex- 
tend the reach of optical lithography to 
submicron dimensions and perfect 
new systems that will be cost effective 
in the production of 16- and 64- 
megabit devices at the end of the 1980s 
and the first half of the 1990s. 


hus Canon, which in the latter half 
of the 1970s was becoming a leading 
supplier of first-generation contact/ 
proximity aligners, has emerged'as the 
sole supplier of a full range of optical- 
lithographic equipment: proximity, 


 mürror-projection апа step-and-re- 


peat aligners. Nikon, a newcomer to 
the marketplace; has focused its re- 
sources on the stepper-type of equip- 
ment to become the world's leading 
supplier. And by 1983, three Japanese 
equipment makers — Hitachi, Toshiba 
Machine and Jeol — had established 
themselves as major contenders for the 
growing electron-beam market. 


Й 


million worth of semiconductor pro- 
ducts this year. In the first three 

months, exports amounted to 
, 088100: million, but most of these 
"were non-memory ICs — not the 64K 
DRAM which Samsung paid so much 
to develop — due.to the dramatic fall 
in memory IC prices. 

Official Samsung figures. show a 
drop in 64K DRAM production from 
monthly levels of 5 million at the be- 
ginning of the year to 3. million in 
May, but the drop may well be much 
greater. The slackening 64K: DRAM 
production has been taken. up by 
other product lines, such as 16K 
SRAM (static RAM) and 16K EEP- 
ROM (electronically erasable and 
programmable. niémory).chips. . 

The price of semiconductors. has 
fallen from US$3 in December. to a 
current level of 80 -US cents.— only 
half of Samsung’s: production. costs. 











| using deep-ultraviolet light. 
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also holds 50% of the rapidly expand- 
ing mirror-projection market, which it | 
shares with Perkin-Elmer of the US,. 
and is bidding for a chunk of the bur- 
geoning stepper market. © 

In 1984, with stepper deliveries only ` 
begun, Canon's sales of microlitho- 
graphic equipment soared 68.6% — 
well ahead of the overall market | 
growth rate — to account for the bulk 
of the ¥52.3 billion (US$208 million) 
turnover of the company’s optical-pro- 
ducts division. If 1985 targets are met 
for stepper sales, ticketed at approxi- 
mately ¥150 million apiece, this addi- 
tion to the product line alone can be 
expected to boost turnover of the divi- 
sion by close to 30%. 

The most immediate effect of 
Canon's entry into this market, with a 
new production facility just opened in 
Utsonomiya, will be to reduce Nikon's 
70% share. Although Nikon's cus- 
tomer base is solid, demand for step- 
pers is growing faster than supply as 
256K DRAM production increases and 
chipmakers begin preparations for 1M 
DRAM deliveries later this year. 
Domestic demand, which is expected 
to rise to 550-660 machines this year, 
will outstrip Nikon's scheduled deliv- 
ery of 320 units to Japanese makers. 
And GCA Corp., the leading American 
contender in the Japanese market, is 
expected to ship 170 systems at best. 









due to a glut following heavy invest- 
ments by US and Japanese com- 
panies, who are now engaged in fierce 
price wars. Slackening demand in the 
US for personal computers has also 
cut into IC sales, and first-quarter 
earnings have come down for a 
number of major US producers, in- 
cluding Motorola, Intel, and National 
Semiconductor. 

Major US firms are predicting a 
slight drop in world sales of semicon- 
ductor products in 1985, compared to 
the startling 46% growth in sales last 
year. 


he advent of the 256K DRAM has 
slowed demand for 64K chips, 
further pushing prices down in that 
category, but international prices for 
256K DRAMs have also been falling. 
According to Kim Hyeon Gon, director 
.of planning for Samsung Semicon- 
ductor, the company is hoping that 
the market will improve in the third 
quarter, as global inventories fall. 
Kim has mixed feelings about the po- 
tential of the 256K market in the 
short term, “It has not matured yet, 
but things don't look good.” 
Worries about a possible downturn 
in the semiconductor market were al- 



















Prices for memory ICs have dropped | 































Scale of Integration 
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Meanwhile, Nikon will make in- 
roads on GCA's home turf, with export 
shipments estimated at 80 systems this 
year. Since Canon already has a basein 
the US and European markets for its 
proximity and mirror-projection align- 
ers, the world. market for steppers is 
expected to become a three-way race. 
What happens when technology 
shifts to more exotic electron-beam or 





Samsung's 64K DRAM: talking production. 


with Goldstar, Hyundai and Daewoo 
announced their plans to enter the 
business two years ago. As an official 
at the Ministry of Trade and Industry 
put it: *Most companies have looked 
on this as a learning phase, and of 
course that may mean losing some 
money in the first few years — this 
downturn in prices could mean they 
lose more than they had dreamed." 
None of the major semiconductor 
companies will be allowed to go 
bankrupt, but in the wake of falling 
prices, the government has no plans 
to add to the Won 27 billion it ear- 
marked for loans to the industry. 

As leader of the pack, much of the 
current concern surrounding falling 
prices is fócused on Samsung. How- 
ever, several other companies have 
njeh at risk. A source within Hyda- 


market power drobably can beu anti- 
cipated. Hitachi, Toshiba and Jeol 
have impressive strength in elec- 
tron-beam technology. And if the 
world market for microlithographic 
equipment continues to grow at 
anything like the 40% annual rate 
of the past seven or eight years, 
volume could reach US$4 billion by 
the end of the decade. 

» Dry etching. Once submicron 
patterns are printed on a silicon 
wafer, unwanted materials must be 
etched away to complete the circuit. 
Before the VLSI era, layers of resist, 
metal and oxide were etched in acid 
baths, but these processes were not 
very precise. Acids have the bad 
habit of etching equally in all di- 
rections and are therefore not sus- 
ceptible to the minute control ne- 
cessary for fine geometries. So 
development of dry-etching techni- 
ques was an important objective 
of the VLSI Cooperative Labora- 
tories. 


lasma-etching systems were de- 
veloped using microwaves for high 
efficiency in generating a stable 
plasma. To obtain 1 micron and below 
linear circuitry, the materials are 
bombarded with highly reactive ions 
of fluoride gas that cut precisely 
and anisotropically. Different sy- 
stems. were developed, based on 
joint research, by Toshiba, Hitachi, 





dai Semiconductor Co., which is 
planning to open its first plant (to 
produce 256K DRAMs) in the autumn 
of this year said: “Our investment 
schedule is proceeding apace, but 
everyone here has a different theory 
about what this drop in prices could 
mean." Without a consumer-electro- 
nics division, Hyundai will be more 
subject to the whims of the world 
market than the other South Korean 
electronics makers. Daewoo Semi- 
conductors has given up the idea of 
producing memory ICs as too risky 
and expensive, hoping instead to 
enter into a production arrangement 
with a foreign company for custom- 
made semiconductor products. 

Goldstar Semiconductor has taken 
a less aggressive tack towards 
semiconductors than Samsung, with 
an investment schedule for the next 
two years of US$120 million com- 
pared to Samsung’s US$570 million. 
Through its joint venture with AT&T, 
and an agreement with Advanced 
Micro Devices (AMD) of the US to 
purchase a portion of Goldstar’s 64K 
DRAM output (AMD originally sold 
64K DRAM production technology to 
the South: Korean company), 
Goldstar has‘a larger share of its sales 
assured. — — é 
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response to. needs for 256K and 
DRAM production. Sales in 1986 v 
reach an estimated ¥26 billion, 
eight-fold increase in four years. 
1984, 63% of domestic re 
for dry-etching systems already wer 
being met by Japanese supplie 
Worldwide, eight Japanese fir 
ranked among the top 20 in 1984. l- 
Anelva, with a 31.7% share of the Jaa 

panese market, had climbed to second 
position worldwide, ranking just be- 
hind front-running Applied Materials” 
of the US. 

Anelva opened a branch in Сайа 
nia's Silicon Valley in 1980. Sales were 
slow at first, but with the addition of 
sputtering equipment in 1983 and à 
lead in the development of 6-in wafer 
processing in both dry-etching and 
sputtering equipment, orders were re- i 
ceived from Texas Instruments, Wes 
inghouse and Advanced Micro Devices 
The innovative high-vacuum equi 
ment specialist also established an et 
gineering base in Dallas 

Anelva's sales of dry-etching, sput- 
tering and other advanced processing 
equipment rose from a modest US$13. 
million in 1979 to almost US$160 mil- 
lion in 1984-85. Driving this rap 
growth has been strong competiti 
from Kokusei Electric, ULVAC, 
kuda Seisakusho, Hitachi and Tok 
Ohka Kogyo — all beneficiaries of ri 
search work of the VLSI Cooperat 
Laboratories. 

Tokuda, a Toshiba subsidiary where 
products are sold in the US by Tyla 
Corp., has developed automatic reat 
tive ion etching systems with excep 
tionally high yields. Hitachi ап 
Showa Denko have jointly perfected à 
dry-etching system using two types ОЁ 
gases in plasma of silicon-nitride film 
at four to seven times the speed of con- 
ventional processes. Moreover, since 
the etching can be contained in the ver- | 
tical direction, rather than horizon- 
tally, etching of submicron lines 
this process is possible. Still another 
submicron etching system has been de 
veloped jointly by Tokyo Ohka, the - 
Faculty of Pharmacy of Chiba Univer- 
sity and semiconductor makers in ће 
Kawasaki region 
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o meet this competition, aggressive. { 

foreign makers of dry- etching 
equipment have formed joint ventures - 
with Japanese firms. In July 1983, a 
leading US manufacturer, LAM Re- 
search Corp., joined Tokyo Electron 
(TEL) to produce automatic plasma- 
etching systems following the success- —— 
ful entry of Applied Materials witha 
wholly owned venture. Early this year _ 
CIT-Alcatal of France announced it 
would begin assembly of etching equip- 
ment in 1986 with Canon Sales in an _ 
attempt to improve its share of the ex- 
panding Japanese market. As in much: 
of the  semiconductor-equipment - 
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pi a diffusion f e` 
ilicon is exposed to impurity 
¿atoms in gaseous state at 1,000 degrees 
| ‚во. Also; the process can be per- 
formed. at’ much lower tempera- 
| tures. ^ . d 
nt VLSIs are built by packing 12 | ULVAC, Tokuda, MRC. and TEL- | | As recently às, 1979, imported. ion: 
yers or more on a silicon or sapphire | Varian. | | implanters built by Varian, Eaton, 
| 
{ 






YS 8. 
the company 
to sell half its outputin the US. . . | 
Other Japanese market contenders | 
yers of ultra-thin film coatings; cur- | in sputtering equipment ‘include 


| | | БУ 
ovides the infrastructure. Even LSIs 
arlier generations required up to 10 




















bstrate. Different coatings are used | » Ion implantation. Solid-state elec- | Applied Materials and Veeco -ас- 
various IC types апа each has its | tronics is based on the ability to selec- |: counted for 90% of the Japanese mar- 
propriate | deposition technique | tively produce, by "doping" with im- | ket. By 1984, the share of US suppliers 
tron-beam, sputtering, chemical- purities, conducting properties in | appeared to have dropped: to 15%. 
ur deposition, low-pressure | semiconductive crystals, most com- | However, tradestatistics do not tell the 
emical deposition or plasma). monly of silicon. Doping results in two | whole story. National identification of 
To connect circuit elements, most | types of silicon: Where extra electrons | producers is losing significance, ^" - 
icon MOS (metal oxide semicon- | have been added, by doping with tiny | » Test equipment. The pattern in au- 
ctor) and bipolar ICs are metalised | quantities of arsenic, it takes on a | tomatic test equipment. is akin to that 
aluminium or one of its alloys | negative charge; where electrons have | of microlithographic equipment, with 
ce they can be vacuum-evaporated | been vacated by doping, with, say, | corporate lines more finely drawn 
comparatively low temperatures for | boron, it is positive. By combining. | along national ones. Japanese тави- 
positing as a thin film оп the wafer. | negative with positive silicon, the | facturers began overtaking the US 
though chemical vapour deposition | semiconductor is made to Serve as ап. front-runners during the 1970s and are 
d electron-beam evaporation depos- | amplifier or an extremely high-speed |. now ‘in’ the lead. Imports, which once: 
| are suitable, for metalisation of | switch. These arrangements can bere- | accounted & major share of the 
me VLSI devices, when magnetron | peated across the surface of a silicon. market, now are down to about 1894. In 
ittering was perfected, automatic | wafer, producing the equivalent of | 1985 exports will surpass imports. 
itrol of the process was feasible. hundreds of thousands, even millions, |. This. spectacular turnaround . has 
pan, Anelva has taken the lead | of transistors. ‚а | been brought about mainly by two 
veloping magnetron high-rate Ion implantation —  pile-driving | companies: Takeda Riken end Ando 
Ittering technology for VLSIs, with | ionised atoms into solid materials with | Electric, which together have 6595 of 
prietary four-chamber method of | enough energy to penetrate beyond the | the ¥48.7 billion Japanese market and 
metalisation that has | surface regions to selected depths and | account for most of the sales abroad. 
а wide acceptance by Japanese | concentrations ~~ has become the per- | Both have close affiliations with lead- 
eign chipmakers. Building on a | vasive method for doping silicon used | ing semiconductor makers, an impor- 
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a securities investment trust established under the laws of the Republic of Korea 
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microprocessor B К 
array chips has given | managing the as of US 
breadth to Takeda's pro- | and Japanese production, 
duct line and. new impetus | and service. With joint vent 
to sales. In. 1882-83, logic | assured TEL dominant shares 
testers exceeded those of | wide cross-section of domest 
memory testers for the first | conductor-equipment mar 
time, reflecting а significant | trading company turned 
change in semiconductor | has an approximate 40° 
production patterns in the | Japanese wafer-processit 


















































* Estimate. 
Note: Production figures for calendaryears, capital outlay for fiseal 
years. 








tant factor in their technological suc- | Japanese industry. | market. 
cess. Fujitsu holds 21.5% of Takeda's | With this momentum, TEL 
stock; Ando is part of the NEC group. he’ appearance of innovative pro- | developed its own technolog 


A third tester maker, Minato Electro- ducts from other makers could | cal product sectors TEL ; 
nics, plays à minor role. l alter competitive positions quite | have perfected fully automatic prel 

“Takeda began developing automatic | quickly; but as Takeda already has | with a pattern recognition c 
testing equipment. for sophisticated | products (100 MHz testers) inhand for | that replaces factory man 
LSI production in the early 1970s and | testing chips up to the equivalent of 4 | justing wafers for y 
by 1975 had 5.1% of the world market. | megabits, the chances of its yielding its there has been strong de man ‘ad 
But the rapid advance came after 1979 | position in the race seem small. And if p abroad, no XE lo 
with the advent of the VLSI era. Hav- | the company continues to pour more 
ing boosted sales by an average 44.4% | than 10% of sales into R & D, as it is growing demandi in in where 2 
a year over the past five years, Take- | now, the likelihood of its continued | holds 86% of the market. 
da now commands 39% of the domes- | leadership rates high. | This situation is bound to ch 
tic market and more than 18% of | Itis just such technological prowess | however. All indications are | 
world sales of LSI/VLSI tester equip- that has transformed the structure of | and other Japanese е 
























ment. the entire’ world semiconductor- | will gain market share worl 

The company has taken a clear lead | equipment industry since 1978. By | the remainder of thi: 
in the market for 40 MHz production into the next for lon 
testers and has been the only firm cap- | equipment worldwide ere Japanese: | and technological 
able of delivering 100 MHz testers for | TEL was third, Nikon sixth and Canon | » The Japanes 
use in research laboratories of major | tenth. At current growth rates, all | try will continue to gr | 
world IC manufacturers. Now the | three are destined to move up rapidly. | rates than in the US, manifes 


1984, three of the top 10 in chipmaking 



















Last year we TUNE £109m, almost as . . figures impressively surpassing those for. 1983. 
much asin the’ two preceding у! years put together. 


@ What next? | 
E What did you do with it? . With new commitments of £101m, our 
We invested in agricultural projects in | main challenge is to continue to find 
developing countries around the world, by no — effective investment opportunities. Of. - 
means all those countries being Common: < that sum, we last pat more than met 
wealth members. ' - our target to invest half in renewable 
In addition, we continued to invest in natural resources. 
industry and commerce overseas and so Thanks to us, many more people 
provide opportunities for British industry. ‘help themselves and, o so doing, enable /, /; 
B Where did you find the money? us to'help many more people. 
We are funded by loans from HM il So what is your secret? 
Government and by returns on our investments No secret good management and 
made with those loans. effective deployment of resources. The full 
W Effective? story is in our report, yours for the asking at 
We think so: from an operating surplus of the clip of the coupon. ; 
` £51m we repaid £25m іп maturing loans, two Need we say more? os memes me st a EE are ea aE 
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are ced fir ap 
igher proportion of Japanese produc- 
jon will be devoted to the most ad- 
vanced ICs. The inevitable result will 
behigher demand for the latest and the 
пові efficient equipment in Japan. 
his. will clearly benefit Japanese 
quipment makers most. 
The imperative of higher automated 
yafer production to eliminate dust and 
штап error will continue to find more 
eady response in Japan than else- 
here. This means equipment makers 
an. no longer -rely on. stand-alone 
achinery sales. Rather, they must be- 
те systems: engineers, adapting 
irequipment for compatibility with 
ser’s system. Proximity to and 
e relations with customers will be- 
le even more important than be- 
e, as will the ability and willingness 
| or. adapt equipment. 
rprise-free predictions for the 
, then, must envisage a con- 
ing decline of market share held by 
anufacturers and a proportionate 
the Japanese. Before the end of 
cade, the Japanese probably 
Overtake the Americans in global 
‘ket share. Increasingly, the most 
vanced ICs will be produced on Ja- 
ехе equipment throughout the 
d. 

















































ot all this growth will come from 
existing manufacturers. Rapid 
ological change and high growth 
are attracting a wide variety of 


second-largest construction-machin- 
ту maker, now offers equipment to 
Brow epitaxial wafers. Minebea, the 
eading miniature-bearing manufac- 
rer, is producing a new line of semi- 
nductor-inspection systems, Other 
inery makers, such as precision 
ne-tool builders (Tsugami) and 
xtiles-machinery makers (Fujido 
isakusho), are turning» their ex- 
rtise to the development of auto- 
ted semiconductor-production sys- 


new entrants, like the current 
ү аге large, diversified firms 
ith resources to sustain the high level 
f investments in technology that will 
e required. Smaller and more special- 
ed US equipment makers will there- 
fore not only be handicapped by erra- 
tie market behavior at home, but also 
will be structurally less capable of ef- 
ctively managing rapid technology 
velopment. 
In this context, the recent formation 
the Semiconductor Equipment As- 
sociation of Japan takes on particular 
Significance. The association, with a 

tal of 158 regular and associate 
members, marks the coming of ageof a 
key industry, one that is as important 
to the era of information technology as 
the machine-tool industry has been to 

the age of mechanical technology. a 
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ntrants. Komatsu; the-world's | 


“settled by the SET board — an eight- 





The first woman president of the Securities Exchange of 





Thailand threatens to qui over lack of support for reforms 


By Paisal Sricharatchanya in Bangkok 


A question mark’ hangs ‘over the 
leadership of the Bangkok stock- 
market following the announced resig- 
nation of Securities Exchange of Thai- 
land (SET) president Siriluck Ratana- 
korn. Depending on how her conflict 
with the SET board develops, there is 
also uncertainty over whether plans to 
broaden the Thài stockmarket — with 
a specific thrust of seeking wider 
foreign participation — will be carried 
out. 

The resignation is by no means final 
at this stage, however. Siriluck an- 
nounced her intention to resign, giving 
the SET board three months to pick a 
successor, during a 21 May meeting 
after chairman Dusdee Svasti-Xuto 
and other directors opposed her plans 
to attend a forthcoming international 
conference of securities commissioners 
in Colombia, | 

In a strongly worded statement on 24 
May — one day after the issue was 
made public by Dusdee — she played 
down the matter of the Colombian con- 
ference and cited her inability to work 
with the chairman and the’ present 
board — “because I do not receive co- 
operation, trust, and appropriate hon- 
our from them" — as the main reason 
for her resignation. и 

Despite press reports that her deci- 
sion is final, Siriluck told the Review a 
somewhat different story. She has not 
formally delivered her resignation let- 
ter; and before doing so, she wants to 
consult Ministry of Finance (MoF) 
Under-Secretary Panas Simasathien, 
who was scheduled to return from an 
overseas trip on 29 May. “This is cer- 
tainly not a threat; my intention [to 
resign] is still there . .. but anything 
can happen between now and 1 Sep- 
tember [the date she wanted it to be- 
come effective]," she said. 

Although her resignation or the 
choice of a successor can technically be 


man body, half of which is appointed 
by the government and the other half 
made up of stockbrokers — the MoF in 
practice has the final say. Given that 
Panas has closely followed the 
Stockmarket's development and is 


sympathetic to Siriluck's problems, it | 


is possible he may ask her to stay on. 
Siriluck's decision, which caught 
many board members and stockbrok- 
ers by surprise, in fact was the climax 
of a long series of frustrations since she . 
took over the ргеѕійепёу in August 
1982. A strict regulator who: accorded 
high priority to protecting investors' 


| 





i 
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interests and one who has. acted 1 





Tan,  Carrian's 





against brokerage houses involved in 
shady deals, Siriluck has not always 
been popular with stockbrokers. 

That partly explains why her per- 
formance has received.niixed: reviews, 
Against a consensus that she: has had 
good intentions to: develop the 
Bangkok market, some viewed her as a 
capable manager but others, pointing 
to her past career as aistate employee, 
said she was unduly submissive to gov- 
ernment authorities (such as the MoF 
and the central bank). A former board 
member criticised her, perhaps too 
harshly, for being stubborn: 

One important bone of contention 
centres on the amended SET Act 
(REVIEW, 22 Nov. '84). Siriluck claimed 
She had done a great deal of lobbying, 
both before and after the amendments 
were presented to parliament; in wat- 
ering down what originall were 
highly restrictive controls on stock- 
broking. However, sceptícs were un- 
impressed. Charging that she had 
yielded to some rigid regulations in the 
hurried attempt to push through the 
amendments, they" said "many "of ‘the 





LITIGATION f 
Brothers 
inlaw 


Hongkong authorities charge 
more businessmen involved 
in Carrian’s collapse 








By Robert Cottrell in Hongkong 


Н public prosecutors аге 
adding. more names tothe list of 


` those charged with conspiracy and 


fraud offences associated with the rise 
and fall of the Carrian group. On 24 
May, Rogerio Lam: Sou-fung and 
Stephen Lam Sou-wing, brothers 
whose Bylamson group of companies 
was linked with certain Carrian trans- 
actions, were charged with two counts 
of conspiracy to defraud shareholders 
and creditors of Carrian Investment, 
and were remanded ою bail until 21 
June. A third name had:been listed on 
court. documents, but was deleted on 
the request of Crown ‘counsel Clive 

The Lams face charges similar to 
those already brought against George 
former chairman; 








points in question were 
modified under subsequent 
parliamentary scrutiny at the 
urging of stockbrokers. 

In a society where women 
have yet to be accepted fully 
in a basically male-domi- 
nated commercial environ- 
ment, Siriluck may have been 
at a natural disadvantage. 
And where social connec- 
tions give added clout, her 
modest family background is 
not an asset. 


Hone factor contribut- 
ing to the frustrations has 
been the sometimes half- 
hearted effort by senior gov- 
ernment officials to give the 
stockmarket a real push. Com- 
mented Siriluck: “Despite 
the fact that we are a highly 


Siriluck: 1 е0 











important institution, we 


have not received the attention we de- 


serve.” Sources outside Bangkok say 
that Siriluck was greatly disappointed 
when an Asian Development Bank tech- 
nical-assistance grant of US$220,000 


went to Thailand's National Econo- | 


mic and Social Development Board 
to finance a study on privatisation 
rather than to the SET for a study on 
capital-market development, which 
she is very keen on. Outside the SET, at 
the Bank of Thailand (the central 
bank) for instance, Siriluck's ambi- 
tions to reduce Thailand's dependence 
on foreign debt by developing domes- 


Bentley Ho, a former director; Richard 
Wallis, Maurice Wong and Simon Pun, 
solicitors, and David Begg and An- 
thony Lo, acountants. The first charge 
concerns a 1980 transaction involving 
Carrian, Bylamson and the Gammon 
House office block (since renamed 


Bank of America Tower) in Hong- | 


kong's. Central District. The second 
concerns the announced sale of 17.2 
million shares in Union Bank of Hong- 
kong by Carrian to Bylamson for 
HK$481.6 million (US$61.7 million) in 
1981. 

Tan, Ho, Wallis, Begg and Lo were 
committed for trial in April, follow- 
ing six months of hearings before 
magistrates. The trial is now tenta- 
tively scheduled for January 1986. 
Wong and Pun left Hongkong before 
charges were formally brought against 
them. 

For the Lam brothers, whose family 
wealth arose with the founding of 
Hongkong's Hang Seng Bank by their 
father B. Y. Lam, the Carrian charges 
come on the heels of a financially 
disastrous involvement with Hong- 
kong's 1979-81 property boom. Their 
publicly quoted master company, By- 
lamson and Associates (Enterprises), 
was wound up in February 1984. 
Its last published balance-sheet, for 
the year ended 31 March 1983, show- 
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tic capital markets — bond as well as 
stockmarkets — appear to have receiv- 


ed support, however (SHROFF, REVIEW, | 


23 May). 

According to insiders, her frustra- 
tions came to a head after Dusdee, for- 
merly an SET board member, took over 
the chairmanship in February. As one 
source put it; “It is largely a personal- 
ity conflict that has not involved any 
major policy differences so far. She 
feels that she cannot function under 
Dusdee." 

Former chairman Kamchorn Sathi- 
rakul (currently the central bank gov- 


ed shareholders’ funds of HK$23.2 
million, net current liabilities of 
HK$183.5 million, long-term liabili- 
ties of HK$79.8 million, and an au- 
ditors' qualification of the valuations 
placed on fixed assets and invest- 
ments. 

By the time of the liquidation, 
Bylamson's board comprised two di- 
rectors — Rogerio Lam as acting chair- 
man, and S. K. Li. Stephen Lam had 
resigned from the board in May 1983, 
and four other directors including 
Macau casino magnate Stanley Ho had 
resigned the previous year. 

A Lam family private company, 
Longterm (Investment), is the subject 
of a high court action brought by Over- 
seas Trust Bank, to which Hongkong 
company records show all of 
Longterm's assets were mortgaged in 
February 1983. Rogerio Lam himself 
was named as defendant in a high 
court petition issued by Banque 
Paribas in April this year, which 
claimed HK$170,000 plus costs for 
what the bank said was unpaid rent, 
rates and management fees for a house 
in Coombe Road, Hongkong, inhabited 
by Lam but mortgaged to Paribas to 
secure banking facilities granted to 
Carrian Holdings and Carrian Invest- 
ments, according to Paribas' statement 
of claim. 


me em 


ciple of protecting public interests, 
and has backed her in contentious is- 
sues with brokers. She apparently 
fears that the same backing will not be 
| forthcoming under Dusdee, who is 


| known to be more sympathetic to 
| brokers, 
Disagreement over the Colombia 


| conference was the final straw. Siri- 


| luck claimed the two previous confer- 


ences she attended (one in Ecuador and 
| the other in Canada) contributed im- 
mensely to her day-to-day operations, 
| and that discussions on capital-market 
| development — the main theme at the 
| upcoming meeting and a subject that 
Thailand is currently watching closely 
| — would be highly useful. Dusdee and 
other board members reportedly felt 
| she should go on a sales trip to London 
| instead. (The prospective launch of a 
Thai Fund for foreign investors later 
this year — possibly more than one 
fund — is generally expected to be 
made out of London.) 

Itisironic that such a conflict should 
have developed now; Siriluck was sec- 
onded for a four-year term from the 
state-run Government Savings Bank 
where Dusdee was (and still is) direc- 
tor. Dusdee is known to be favoured by 
the majority of brokers as the next SET 
president. He was not available for 
comment, having left on an overseas 
trip 

The current controversy has surfaced 
at a time when the Thai stockmarket 
is at a crucial turning point. Trad- 
ing remained in the doldrums for sev- 
eral years after the 1979 market col- 
lapse (caused by the demise of Raja Fi- 
nance and other finance and securities 
firms which pumped excessive funds 
into a previous speculative boom) 





R ut the overall situation has gradu- 
ally improved since 1983, with en- 
couraging signs of further expansion 
this year and in the medium term. 
From Baht 5.9 billion (US$259 million 
at the then prevailing exchange rates) 
| in 1982, total turnover jumped to Baht 
| 9.3 billion (US$338.2 million) and Baht 
10.8 billion in 1983 and 1984 respee- 
tively. The first-quarter 1985 perform- 
ance was above the same period last 
year nearly 31.8 million shares 
worth Baht 4.47 billion were traded — 
and market analysts are projecting a 
15-20% full-year gain 

An evident improvement since late 
last year was attributed to the govern- 
ment crackdown on selected under- 
ground money markets (which di- 
verted more funds into the stockmar- 
ket), favourable financial results from 





| certain blue-chip companies, plus a 
surge in foreign interest 

| Foreign investment accounted for 
roughly 2% of total turnover during 

| 1982-83, but the share more than dou- 

| bled to more than 5% last year. Al- 


| though that level is still marginal, most 
analysts see the big jump as signalling 
the start of what could turn into a con- 
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e development (SHROFF, REVIEW, 13 
> Dec. 





Н economy performed as 

generally expected during the first 

quarter, setting the tone for a down- 
turn in domestic exports in the coming 
months. Revised first-quarter figures 

— for domestic exports showed a 1% 

© drop compared with last year's first 
quarter, instead of the 3% rise shown 

E: earlier figures — and in April they 
fell by 7.5% from the year-ago level. 

` Domestic exports grew by 51% in the 

| 1984 first quarter over the same 1983 

|. period. 

К Тһіѕ appears to portend further de- 
| elines in sales overseas, particularly 
| exports to a slowing United States 

[ market. With exports' heavy weighting 







in the gross domesic product, the slide 
augurs ill for overall economic growth 
this year. Merchandise imports grew 
P by 11% in the latest quarter, while re- 
- exports soared 44%, which made for a 
Tem export growth of 19% in the 
period. 
‘Steady domestic demand has, so far, 
ЭМ any impact from the decline in 
exports, as interest in the long-de- 
eti property market increases. 
omestic demand grew by 13% in real 
- terms in the first quarter, and retained 
- imports of consumer goods about 9%. 
7 High opportunity costs and falling in- 
terest rates have discouraged savings 
— and added to the lure of other invest- 
| ments. 
` China, now Hongkong’s second- 
largest market and import source, in- 
Creased its intake from Hongkong by 
— 86% in the first quarter, in contrast to 
declining purchases by other major 
| markets — the US, Britain, West Ger- 
| many and Japan. Imports of Chinese 
ti 







goods declined in the first quarter, 
though the trade balance remains 
_ heavily in China's favour. Purchases of 
М US, Japanese and Taiwanese goods 
| have soared, with the last chalking up 
a 40% increase in the first quarter. A 
substantial portion of these Taiwanese 
products — electrical appliances and 
machinery figured prominently — was 
probably re-exported to China — in re- 
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have been some elements of Pu erm 


And despite mixed reviews locally — 
'some Thai brokers criticised the timing 
and the choice of topics — last 
November's international conference 
| here on Thailand's capital-market 


'84), in which Siriluck was a 
E prime driving force, has clearly suc- 
ceeded in focusing foreign interest on 
-the Bangkok exchange, particularly 


wields (dividends of 
chips are in the range of 10% or more), 
Bangkok is attractive. 

It is too early to tell whether the 
new-found confidence, both among 
domestic and foreign inyestors, will be 
undermined by Siriluck’s resignation. 
Most observers agree that unless the 
controversy is resolved quickly, it is 
bound to do some harm. 

"Perhaps more significantly in the 
longer run — and depending on the 


ECONOMIC MONITOR M HONG 
` Slowdown on target 


cent months, indirect trade in goods 
from Taiwan has accelerated. 
Although the property market has 
performed better than in the past year, 
recovery is patchy and still tenuous. 
Residential flats have been the first to 
firm, with most of the demand going 
for small-sized units of up to 600 ft?, 
But with the coming on stream of sub- 
stantially more small-sized flats, many 
of which are conversions of less-mar- 
ketable large units, this sector may 
soon suffer a glut. Property developers 
are competing tooth-and-nail for cus- 


USE OF DOMESTIC LOANS 


ee шша 


Manufacturing 
Agriculture/fisheries 
Transport 
Electricity, gas, 
telephone 
Construction 
Wholesale/retail 





lected bine 


















doubt. Targeted at . 
million in the initial 


| the fund has attrac 


three groups of Eur 
can merchant banke 
to engineer its form 
been encouraged tó t 
consortium before si 
proposals to Bangk« 
is expected to be spe 
depend on how fast 
bank and the MoF re 





tomers, hoping to ofl 
quickly as possible. 
Recent sales of nev 
point to a drop in t 
suburban locations s 
Taipo in the New T 
flats (395-410 ft2) in! 
for HK$610. (US$! 
March but by end-M: 
only. HK$570. In T: 
ranging from 500-60 
HK$513/ft? at end-N 
HK$500 by mid-Apr 
centres appeared to 
with 635-858 ft? size 
on Hongkong 151: 
HK$637/ft2 at end-M 
HK$664/ft2 at end-A 
There is a general 
property market is or 
demand boosted by ir 
conditions in the for 
tage rates and atti 
from developers. A 
survey was less encoi 
manufacturing secto: 
ported a fall in bus 
fourth quarter of 19 
little improvement in 
ter. Firms in the tr 
food sectors reportec 
but most expected 
period. Banks and ot 
reported a slight rise 
first quarter but we 
prospects immediatel 
Inflation (based o 
price index A for lo: 
holds) slowed to an ar 
the first quarter aga 
quarter's 4.8?5 and 11 
first quarter. Unemp! 
to 3.3% from 4% in tk 
1984 while underer 
marginally to 1.3% fr 
The stockmarket ha 
at a furious pace sinc 
year with the Hang S 
ing a four-year high o: 
points on 18 May, und 
ing pressure from Soi 
cent liquidity in the 1 
more a result of capit 
has also put upward 
local dollar) rather 1 
come.. : 


6 JUNE 1985 e FA 


The judges of the 

1984 International 

Wine & Spirit Competition 
after a blind tasting 
unanimously awarded the 
Gold medal to Camus XO 


CAMUS XO 
XO at its best 
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The power to shape Asia's future is in the 
hands of the people who read The Far Eastern 
Economic Review. 

Because incredibly, of all the purchase 
decisions that affect the region's huge potential 
growth, around half are made by our readers. 

They control the corporate and government 
funds that buy everything from afforestation 
know-how to petrochemical plants 

In fact, when you consider that a full 96% of 
our readers ore in business, government and 
the professions, that six in ten in business are on 
the board, and that nine out of ten in 
government are instrumental in policy-making, 
you'll realise The Review is an enormously 
powerful medium 

Which is why over sixty of the world's most 
enterprising industrial concerns find it a thriving 
environment for their advertising. 

If you're morketing the materials or 
the resources needed to build the 
future, go straight to the source 
of power 
Use The Review 
Because together 
we can move 4 
mountains E 
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And now f for gaijin bonds - | 


€ UNTIL just recently, little atten- 
tion has been paid to the idea of 
creating a market for foreign-cur- 
rency bonds in Tokyo; which would 
compete for business with other 
Asian markets. Now that it is, the 
» alarms should be sounded in Singa- 
pore and Hongkong perhaps more 
loudly than over the creation of 
Euroyen markets. 
Japan's Ministry of Finance (MoF) 
:is paving the way for the floating of 
© públic foreign-currency bond issues 
cin Tokyo. Technically, that market 
"sas simply been suspended since 
' November 1979, when, after the sec- 
ond oil crisis struck, the authorities 
sought to bolster a fast depreciating 
currency. The MoF now sees the 
foreign-currency bond market as a 
‚ large step forward in the greater 
cause of liberalising Japan's capital 
markets. But first, the MoF must con- 
vince Japanese banks and brokers 
that serving the greater good is worth 
giving up a few special interests. 
The first step in creating the mar- 
| ket is to allow the European Econo- 
mie Community Commission in Brus- 


sels to make a 10-year European Cur- : 


rency Unit (Ecu) denominated pri- 
vate placement — Ecu 50 million, or 
about ¥9.2 billion (US$36.7 million). 
The private bond is being managed 
by the Bank of Tokyo and Daiwa Se- 
curities. Letting the EEC expand the 
market-use of the Ecu is good politics 
— Japan can claim open financial 
markets. But the real issue now is 
creating a public issue market in 
Tokyo, which borrowers such as the 
World Bank want to be able to tap. 
The World Bank wants to issue in 


"Tokyo. The MoF told it to wait the | 


last time it asked, and instead the 
bank issued in Singapore. 

The MoF has begun informal 
discussions with brokers and bank- 
ers to resolve a number of key 
issues. According to well-informed 
Tokyo sources, the key questions 
are: 

» Will Japanese banks insist on 
maintaining the "commissioned" 
bank system, a pre-war hangover 
which banks successfully imposed on 
the yen-denominated samurai-bond 
market for foreign issuers? (The com- 
missioned bank acts essentially as a 
fiscal agent.) When foreign-currency 
bonds were first allowed from 1978- 
79 — four in all — no commissioned 
bank was required. 
» How will a secondary market de- 
. velop? There are restrictions on the 
resale of private placements, and the 


secondary market for publie bonds . 
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remains stunted, dominated by in- 
stitutional investors, 

» What will be the relationship be- 
tween a public issue market and the 


private placement market? Current | 
| proposal. 


rules for yen private placements insist 
that borrowers who have tapped the 
public market. cannot return to the 
private market. The private market is 
also kept to a third the size of the 
public market. Also to be resolved are 


‘questions over qualification stand- 


ards (probably the same as for samu- 
rai bonds) and listing conditions. 
The MoF thinks it can resolve most 


of theissues within the next month or | 


so. There will have to be tradeoffs be- 
tween banks and brokers. For exam- 
ple, banks giving up the commis- 
sioned bank rule in exchange for 


brokers dropping objections to bor- | 
| writing job. 


rowers returning to the private place- 
ment market. 


Having foreign bonds issued lo- | 
| the underwriters, 


cally will cut costs for institutional 
investors. But the parties involved 
admit that opening. such a market 
will also mean strong competition to 
take business away from markets 
such as Singapore. 

What seems clear to Shroff is that 
the role of foreign banks and brokers 
is likely to be marginal in a Tokyo 
dollar bond market. They lack plac- 
ing power. Other Asian capital mar- 
kets are already worried about the 


prospect of an offshore banking: 


centre being established in Tokyo. An 


active foreign-currency bond market | 
would probably serve in large part | 
the interests of the securities indus- | 
try; which will initially be frozen out | 


of the offshore market. 
® SHROFF recent- 
ly had occasion to 
reflect on the dif- 
ference between 
being just plain 
"greedy" and be- 
ing "too greedy." 
When Japan Air 
Lines .(JAL) taps 
international capi- 
tal markets, as it is about to do, some 





JAL: fine line. 


bankers complain that the line is | 


drawn a little bit too finely. 

In a round of fierce bidding among 
banks in Tokyo to underwrite JAL’s 
next US$100 million Eurobond issue, 
Shroff hears that the partly govern- 
ment-owned airline succeeded in 
squeezing its yen cost for the money 
to below 6.4% a year for the next 10 
years. That's more than a percentage 
point below Japan's own long-term 
prime rate for yen loans (which was 


lowered оп 29 May by 0:2 0? a per- 





| earlier in a 








| command better 


T 


centage point to 7.5%) 
ter than what NM 8 
said to have achieved just : 
likewise gc 
guaranteed US$100 millior 


The. "successful" bidding t 
JAL is said to be the | 


| Credit Bank of Japan and 


Trust. Nippon Credit Bank and Sa 
mon Brothers are believe 
worn the Eximbank mandate 

To some bankers, JAL/'s tz 
simply too. àggressive, cor 
the financial risks of arranging 
delicate currency and inter 
swaps involved in such a tran: 
JAL/'s main Japanese bank is 8 
noyed by the airline's habit of 
ingthe market to the outer limits tb 
it simply refuses to bid for the un 


In fact, the terms for JAL s b 
issue may not be loss-pro i 
assuming 
clever enough swap is 
However, the market is now а 


(NTT) first Eurodollar issue sinc 
was transformed from a g 
monopoly into Japan's l 

vate corporation on 1 April. Bi 
coming in as Shroff writes. 

The bidding appears to have be 
only slightly less cut-throat dies 
the past. However, one 
banker was heard d 
events of late as “the Summer 
Kiri Olympics.” 


The last NTT issue in Jt 


a year offered by 
Bank and Paribas. NTT will 
terms thar 
partly because underwriters r 
NTT just as highly without a 
ment guarantee, and partly E 


pany of 5.4% 


| Japanese banks in particular are 


ing to curry favour for the future 
Both JAL and NTT y be fre 


ketai in | coming "months. NTT e 

to borrow around US$400 
overseas this year. The airline pla 
to raise up to US$250 million this fi 
cal year, starting 1 April, as part 
four-year US$2.5 billion equipment 
replacement programme. Some of the 
potential financing spinoffs of 
plan, such as leasing. may expla 
why US banks tried hard to pl 
bidding for JAL's Eurobond 
date. 
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Judge іп, Aw 


A Hongkong newspaper magnate shifts her company's 
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control to Australia but denies that 1997 is a factor 


By Hamish McDonald in Sydney 


ongkong newspaper magnate Sally 

Aw Sian plans to shift control of 
her Sing Tao group to Australia, leav- 
ing local minority shareholders the op- 
tion of staying with a listed shell to be 
taken over by an ambitious but little- 
high-technology 
group. At a carefully managed press 
conference in Sydney, Aw denied a 


- "jumping ship" comparison with Jar- 


dine Matheson. “We feel that the com- 


- pany is more internationally oriented 
_ and so we picked Australia, which is 
much closer to Hongkong, as a first 
- step,” she said. 


Aw insisted she had no plans to sell 


- any of theSing Tao group's existing as- 
- sets and holdings in Hongkong. These 
- include the ailing Hongkong Standard 
_ newspaper — 


"The Independent 
Newspaper with Confidence in Hong- 
kong," it bills itself. Activities that 
have sprung from the Aw family’s orig- 
inal Tiger Balm enterprise include 
pharmaceuticals, bookstores, printing 
and publishing, photo-finishing, a 


travel agency, clinics and property. 


Asked whether she planned to become 
an Australian resident herself, Aw re- 
plied: “The times will tell,” and said 
she could equally follow her business 
to the United States or Canada as it de- 
veloped. 

Her new holding company is Cereus 
Australia Ltd (CAL), the listed shell of 
a former printing firm Smith and 
Miles, which Aw bought in November 


for a net A$300,000 (US$206,186), from 


Chinese-Australian investor Eddie 
Long (who sits by invitation on the 
Cereus board). 

The transfer arrangement calls for 
wholly owned subsidiary 
Cereus Hongkong to acquire all the is- 
sued capital of Sing Tao Newspapers 
at a cost of about HK$194.25 million 
(US$24.9 million) cash, after a distri- 
bution of assets worth HK$34.75 mil- 
lion to Sing Tao shareholders in the 
form of shares in a newly formed sub- 
sidiary Cinclus Ltd. 

Aw and her family will receive 
HK$7.50 cash and one share in Cinclus 
for each of their 18.116 million shares 
(equivalent to 78.22% equity) in Sing 
Tao Newspapers. Minority interests 
will be offered HK$11.50 cash and one 
Cinclus share. Net tangible assets of 
Cinclus, comprising cash and securi- 
ties, are valued by Sing Tao at about 
HK$35 million, equivalent to HK$1.50 
a share. Subject to approvals from 
minority shareholders and the Hong- 
kong courts, application will be made 
to the three leading stock exchanges in 


Hongkong for Cinclus to be quoted. As 
a wholly owned Cereus subsidiary, 
Sing Tao would be delisted. 

The next stage would be for the Aw 
family to sell its entire 78.22% in 
Cinclus at HK$2.06 a share to a wholly 
owned subsidiary of Ariadne Austra- 
lia, a Brisbane-based listed company 
at the centre of the fast-evolving em- 
pire of New Zealand investor Bruce 
Judge, who began building up his ac- 
tivities in Australia from mid-1982. In 
compliance with the Hongkong take- 
over code, Ariadne will offer the same 
price to other Cinclus shareholders. 

A camp-follower of fellow New 
Zealander Ron Brierley (sitting on at 


= SING TAO SHUFFLE = 








practice he has tended to avoid hostile 
buy-ins. He became the biggest share- 
holder (nearly 20%) in internationally 
operating — car-component maker 
Repco earlier this year, in response to a 
rescue call from its board. Sydney 
stockbroker Bain and Co. forecasts 
that the Repco stake will contribute 
A$10 million to Ariadne group earn- 
ings of A$24.7 million in its year to 
June 1986. (In the year to 30 June 1984 
Ariadne reported consolidated net 
profits of A$5.1 million.) 


riadne has a number of interests in 

US-based energy technology and 
telecommunications enterprises, 
which will be launched into Asian 
markets through the new Hongkong 
listing. These include a 49% holding in 
California-based Energy and Environ- 
mental Research Corp. (EER), owned 
through Ariadne's 40% affiliate Im- 
pala Securities, and said to have the 
largest privately owned coal-research 
facilities in North America. Another is 
a 50% partnership with McDonnell 
Douglas in Coaliquid BV, whose coal- 
oil mixture technologies are being used 
in projects in South Korea with Kohap 
Corp. and Korea Electric Power Co. 

Judge plans to shift the 49% BER 
shareholding to Cinclus from Impala, 
in exchange for US$4 million cash and 
6 million Cinclus shares valued for the 
transaction at HK$5 each. Ariadne and 
Impala would then own more than 
80% of Cinclus, but intend to broaden 
the shareholdings. “Having a listed 
company enables us to offer participa- 
tion to some of our local connections, 
which is important to get things estab- 
lished,” said Judge, whose all-up 
financing requirement comes to about 
A$13 million. 

The buy-out of Sing Tao will cost 
CAL A$45.1 million, less the A$6.6 
million worth of assets left in Cinclus. 
Aw plans to finance this through issues 
of shares and convertible notes in Aus- 
tralia. One step will be a placement of 
769,000 Cereus shares at A$3.50 a 
share, doubling the existing capital, 
followed by a one-for-one rights issue 
also at A$3.50 to all shareholders (in- 
cluding those receiving the place- 
ment) to raise just over A$8 mil- 
lion. 

Cereus will issue convertible notes 
(at A$3.50 a share and bearing 6% in- 
terest) and the Hongkong subsidiary's 
non-voting redeemable preference 
shares to interests associated with Aw, 
to raise another A$26.1 million. Aw 
and her family would meanwhile have 
gained some HK$37.3 million from the 
sale of Cinclus to Ariadne. .. 

The whole scheme, drawn up with 
advice from Australia "New Zea- 
land Bank subsidiary ANZ Finance 
(Far East), requires approvals from 
shareholder meetings in oth Hong- 
kong and Australia, as well as go- 
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makes you гоб 


Australia is one of the world’s large: 
food-producing countries. So itis = 
logical that Australian engineers have 
developed a wide range of advanced 
equipment for the food-processing  _ 
industry. Equipment of almost any 
type, concept and application. Fora. 
multitude of functions such as 
cooking, baking, heating, boiling, 
refrigerating, mechanical handling 
bottling, canning, же hike Fort 
processing of a variety of foods suc 

as dairy products, meat, cereals, 
edible oils, confectionery and 
beverages. 

Australian food-processing 
equipment has proved efficient, 
reliable and competitive in many 
countries throughout the world. 

Find out how Australia can satisfy 
your particular requirements. 


Ask the expert who knows Australia 

For details of suppliers phone or telex 
the Australian Trade Commissioner at: 
Bangkok, 286 0411, telex 82621. 

Beijing, 52 2331, telex 22263. 

Hong Kong, 5-731881, telex 73685. 
Jakarta, 33 0824, telex 46 214. 

Kuala Lumpur, 42 3122, telex MA 30260. 
Manila, 87 4961, telex PN 63542. 

New Delhi, 60 1336, telex 31 61156. 
Osaka, (06) 271 7071, telex 522 5334. 
Seoul, 720 6491-5, telex K23663. | 
Shanghai, 56 3050, telex33312 AUSCG CN 
Singapore, 737 9311, telex RS 71 238. 
Tokyo, 582 7231-9, telex 242 2885. 


Ask the Australian 


Trade Commissioner 
Y 









hen Aw and 
family ac- 
ed their Aus- 
ian listing, 
took over 
out 737,000 
s (or 96%) 
what is now 
s Australia. 
out-place- 
nt of 160,000 
es to 320 
ts of Bain 
Co. in Jan- 
y assured con- 
ed listing, 
in the process brought the Aw 
у interest down to 75% or so. This 
1 be further diluted by the planned 
cement and rights issue, and Aw 
aid her intention was to offer further 
icipation to Australian investors. 
Е entually the Aw family interest in 
s Australia will be reduced to a 
mum of 60%,” she said. 
Apart from the Sing Tao assets, the 
acquisition by Cereus will be an 
ce and shopping complex in Syd- 
s Chinatown currently owned by 
/ iw interests. The building was valued 
'ecently at A$9 million, but will be ac- 
quired along with the undisclosed 
bilities of its private company 
er, Foline Pty Ltd, for only 
1$4,000. This deal is subject to ap- 
oval by the Australian Govern- 
ent’s Foreign Investment Review 
Board. 
Australian sharemarkets received 
[һе news of the Sing Tao transfer en- 
thusiastically, pushing the price of 
Cereus shares up from the A$4 level 
before the announcement to more than 
$10 on 27 May. 
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Net 
profit 


¥105.41b 


Period 






(Japan) (US$420.3m) 
Ishikawajima- Y31Mar. Y8.7b 
(US$34.7m) 






Y31Mar. NZ$38.09m 


+56 NZ$277,6m +46 Sales boosted by increased domestic and export demand. 
Holdings (US$17.3m) (US$126.2m) Profit of NZ$65-70m forecast, following takeover of Alex 
(New Zealand) Harvey Industries, for current year. 
| Chase Corp. Y31Mar. NZ$19m *137 n.a. n.a. Profit of NZ$35m forecast for current year. 
| (New Zealand) (US$8.6m) 
| National H31Mar. A$144.89m +32 A$1.82b* n.a. Benefits from deregulation of finance sector. Predicts results 


(US$98.9m) 





Baht 146.2m 
(US$5.3m) 


Q31 Mar. 


















Y = yearended; Н = half-yearended; Q = quarter ended. 
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» Robert Cottrell writes from Hong- 
kong: Ariadne's proposed HK$2.06 a 
share bid for the shell company 
Cinclus values the Sing Tao subsidiary 
at a premium of HK$13 million to its 
net asset value: of this, the HK$10 mil- 
lion attributable to the Aw sharehold- 
ing is effectively the price being paid 
by Ariadne for a Hongkong listing. The 
shell route to a public listing is not sig- 
nificantly cheaper or quicker than a 
straightforward flotation, nor does it 
materially diminish disclosure re- 
quirements. It does, however, provide 
a means of circumventing the conser- 
vative pricing policy imposed by 
Hongkong stock exchanges on new is- 
sues, and it provides the incoming 
company with a ready-made register 
of minority shareholders. 

The Ariadne deal is one of several. 
variations on the shell route to have 
been developed in Hongkong over the 
past two years. Sing Tao is effectively 
extinguishing its own quote in favour 
of a subsidiary, and selling the sub- 
sidiary. 

Bankers say the advantage of cloning 


% change 


Sales on period 









¥3,026b 





(US$12.1b) 
sales of ¥3,180b. 
-18 ¥802.4b -12 
(US$3.2b) 














(US$1.2b) 





Baht 794.6m *10 


(US$28.9m) sion. 


*Gross income. 








Record sales attributed to higher home appliance and semi- 
conductor sales. Profit of Y 118b forecast for current year on 


Sales fell in shipbuilding, land-based machinery and exports. 
_ Nocurrent year forecast. 


to be sustained for the full year. 


Proposes 1-for-2 rights issue to finance production expan- 






main perhaps 12-18 пап гок 
companies with mainly liquid assets 
quoted on Honkong stock exchanges 
which seem potentially suited to be- 
come traditional shell acquisitions. 
Hongkong’s securities commission 
generally requires a company acquir- 
ing a listing in Hongkong to have some 
tangible business connection with the 
territory, and to make available at 
least a quarter of its equity to the pub- 
lic. Ariadne’s proposals, as so far offi- 





SHIPPING 


Out of 
register 


Hongkong is far from 
specific in its proposal to 
establish a local registry 


By Liz Carver in Hongkong 


he Hongkong Government has re- 
leased a document of broad princi- 
ples, but few specifics, as its proposal 
for the establishment of an autonom- 
ous local shipping registry. The propo- 
sal runs much along expected lines, 
giving wide berth to flag-of-conveni- 
ence status by suggesting that a Hong- 
kong registry be limited to locally 
owned or managed ships. But the de- 
tails have been left uncharted in most 
areas, in contrast to a proposal re- 
leased in April by the Hongkong Ship- 
owners’ Association (HKSA). 
The vagueness appears to stem from 
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% change 
on period 
+26 


Comment 




















major asset in Californi 
2095 of its equity in minority hands. 
The apparent satisfaction of Hong- 
"kong authorities with the proposals 
despite these conditions indicates that 
further moves have been promised 
from the Ariadne camp. Ariadne is 
likely to seek to reduce its own 
shareholding in Cinclus, perhaps to 
50-60%. Some form of managerial 
‘control is likely to be vested in Hong- 
` kong, and some local assets or opera- 
-tions are likely to be added, if not in 
. Hongkong then in China. 


It is difficult to base any predictions 


garlic bread, car 


— 0 her things — 
\dscreens, cotton 
and brooms. (It has 60% of the Austra- 
lian brush market.) Cinclus is appa- 
rently conceived as a vehicle for mar- 
keting energy-related high technology 
in the Asia/Pacific region. But the bid- 
ding-up of Sing Tao shares to 
HK$15.40 by 27 May, representing a 
HK$2.40 premium attributable only to 
Judge’s proposed participation in 
Cinclus, probably owes less to a fasci- 
nation with applied science than to a 
sense that Judge is an accomplished 
stockmarket operator. 


~~. aia 


the government’s desire to give all 
sides as much room for manoeuvre as 
possible, since there is still a wide gulf 
between owners and the government. 
Creation of a separate ship registry 
for Hongkong is provided for in the 
Sino-British agreement, which out- 
lines China's plans and intentions after 
regaining control of Hongkong as a 
special administrative region in 1997. 
e government's intention is to have 
the registry up and running well be- 
fore that date, possibly within five 
years. Owners are in more of a hurry, 
and some have suggested that two or 
three years would be sufficient time to 
` set up the registry. They say they want 
as much time as possible to try out the 
register before the 1997 handover. 
. Beyond the long-term goal of pre- 
serving Hongkong's role as a shipping 
centre, a registry would give the terri- 
tory a unified voice in the industry. 
About 75% of Hongkong-owned mer- 
chant ships fly Liberian or Panama- 
nian flags, with much smaller percent- 
ages registered in the Philippines, the 
etherlands, Malaysia and elsewhere. 
In all, the Hongkong merchant fleet of 
an estimated 29 million gross regis- 
tered tons (grt) and the world'ssecond- 
largest after Japan, is sailing under 
more than 20 flags. (Presently about 
839 ships of some 6.6 million grt are 
registered in Hongkong.) 
wners say they are forced to regis- 
ter ships offshore because having Bri- 
tish registry — which locally regis- 
tered vessels currently carry — means 
they must employ British officers, 
who, the owners say, are in short su 
ply. Thenew register would replace the 
British system. 


he government's draft document, re- 

leased on 24 May, suggests that only 
companies incorporated in Hongkong 
or persons with the right of abode in 
Hongkong could use the registry. (The 
government has estimated that 
perhaps 4076 of ships currently regis- 
tered in Hongkong might be removed 
under the local-control requirement.) 
Standards would follow internation- 
ally accepted practices, and the regis- 
try would be run with a minimum of 
. red tape, allowing vessels to be added 
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to and removed from the register 
quickly and easily. 

The HKSA says there are still basic 
differences between its view and that 
of the government. The association's 
director, Michael Farlie, declined to be 
more specific, saying that "the people 
who matter [in government] know 
what our position is." Sources in the 
industry, however, say the running and 
financing of the registry is a particu- 
larly sore point. 

The shipowners have called for the 
creation of a money-making statutory 
WE сейн, which would use some of 
its funds to train seamen and officers. 
(Doing away with the British registry 
would mean owners could employ less- 
costly Asian officers, but the output of 
current Hongkong maritime-training 
facilities would not be enough to man 
the huge Hongkong fleet.) 

While the government recognises 
that there may be some merit in the 
idea of a corporation, it believes any 
authority of this type would have to be 
controlled by the government, and it 
would prefer to see the register run on 
a cost-recovery basis. It has suggested 
the formation of a Shipping Advisory 
Board, which Economic Services Sec- 
retary Gerry Higgenson suggests could 
evolve into the registry's administra- 
tive authority. The board would have a 
wide membership, with the govern- 
ment and owners joined by banking, 
insurance and union interests. Owners 
have given this idea a chilly reception, 
objecting that many of these proposed 
members have little knowledge of the 
problems of ship registries. 

A 10-week comment period has been 
set, with responses due by end-July, 
and the government hopes to offer a 
firmer proposal by October or 
November. But the debate is likely to 
be a quiet one on the local front: the 
British authorities were consulted be- 
fore the document's public release, and 
the owners have indicated that they 
prefer to make their feelings known 
behind the scenes. That leaves foreign 
ports and shippers, unions, and the 
Chinese Government — which re- 
ceived a copy of the proposal the day 
before its release in Hongkong — to 
kick the plan around. 
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RATES 


Weighted for 1983 trade with the countries 
shown plus the United States and Canada 
and 14 European countries. Figures are for 


the week ending 24 May. 
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HONGKONG: The market yo-yoed in nervous 
Е! 
1 





ading as bulls and bears struggled for domi- 
ce. Strong resistance was seen as the Hang 
g Index moved towards the 1,650 psychologi- 
cal level. Previous gains, however, proved too at- 

active for investors to forgo and the sellers 

oved in. The index closed the period with a re- 
sounding thud — down 80.69 points to 1,557.78. 
urnover eased to a daily average of HK$285.49 
million (US$36.6 million). Inconsistent perform- 
ances at land auctions sent conflicting signals to 
the market, adding to the volatility. Flagging ex- 
ports in the first four months of the year may 
have also dampened sentiment. 
































INGAPORE: Depressing news on the econo- 
nic front served to wipe out most of the previous 
ns on Fraser's Industrial Index. Daily trading 
average fell to 7.6 million shares while the index 
dropped by 100.05 points to close the period at 
4,488.4. The government recently revealed that 
Singapore's gross domestic product growth had 
slowed to 3% in the first quarter (the lowest in 10 


years) against the comparable period in 1984. 


NUALZ LUMPUR: The market reacted to local 
political unrest in Sabah where the opposition 












United Sabah National Organisation is chal- 
lenging the legitimacy of the new chief minister 
and state government. Fraser's Industrial Index 
for Malaysia plunged 85.02 points over the 
period to close at 3,083.82 on 27 May. Lethargy 
shed trading volume to its lowest level in one- 
-a-half years that day, with only 3.54 million 
hares valued at M$7.07 million (US$2.9 million) 
"changing hands. Average daily turnover was 
M $10.8 million. 





* The market made a muted recovery, 
th institutional buying concentrated on small 
d medium firms in the machinery and car- 
rts sectors. The composite index rose 1.89 
points in the holiday-shortened period, and 
average daily trading was up 4.17 million to 
12.53 million. Boosting investors' confidence are 
expectations of new government initiatives to 
improve the prices of many shares after weeks of 
inactivity. But the skittishness of past weeks ap- 
"n ed again towards the end of the period, with 
fresh political worries restraining many invest- 
ors, following the occupation of the United 
States Information Service library building by 
students, and demonstrations on campuses 
across the capital. 















LA: The formalisation of a financial res- 
cue package from the Philippines’ commercial 
nk creditors prompted encouraging activity in 
he market. Deals were recorded in a wide range 
issues, with most notching up price increases. 
mong long-dormant issues which came to life 
rere First Holdings (in the commercial-indus- 
— trial section) which closed at P1.14, up 14% 
. from its last quoted price a few weeks ago. Com- 
. munications major PLDT rose 7.9% to R41 
| (US$2.20) while diversified beer-and-food giant 
| San Miguel pared an early 50-centavo gain by 
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MOST markets in Asia slumped in the period to 27 May after having enjoyed a good 
run. Hongkong was the most notable loser, wiping 5% off the overall value of listed 
stocks. The Philippines came alive after a chronic depression to chalk up some gains. 





h 





half at périod's end. The commercial-industrial 
index moved up 2.49 points to close at 131.45. 
The mining average gained 11.49 points at its 
closing ^ Wed 


TOKYO: Brisk trading enlivened the Tokyo 
Stock Exchange, taking daily volume to an aver- 
age 529.83 million shares. The Dow-Jones Aver- 
age also moved higher, ending the week at 
12,642.73 points on 27 May. Domestic institu- 
tional investors served as the main buying force. 
Analysts noted an investment switch to stocks as 
a result of the United States Federal Reserve 
Board dropping its discount rate by half a per- 
centage point to 7.5%.’ As the lower US rate was 
likely to strengthen the yen, interest rose in cur- 
rency-sensitive issues. Special trust or *tokkin" 
funds re-entered the market after a lull. 
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Austrahan Guarantee 248 - 
AUSTRALIA: Profit-taking swamped the mar- | am 275 -55 
ket through the period, following the previous ар ИРИ ab ove 
crossing of the 900 level by the Australian All- | вот 373 -38 
Ordinaries Index for the first time. The fall was MM i» AL 
viewed as a natural correction to an overbought |  CartonuntsaBowey 268 - 
market and the 19.3-point drop in the index to са Zee ox 
878.7 is expected to go further and settle in the | с" 23 — 2 
850-860 range. Leading the fall was the Metals ae Ачан HA i 
and Minerals Index, down 22.7 points t9:551.4, Hardie зм +03 
and the All-Resources Index, down 21 points to | Meweswe&yTmes 2 48з 417 
595.1. High-flying gold stocks took a sharp dip | As". ме id 
on news of lower gold prices overseas, with the | MMHolangs a7 65 
Gold Index shedding 70.4 points to close at 931.2. | ментот n 5а 

Реко Wallsend 4.48 37 
NEW ZEALAND: Having broken through the | meee D. o 
1,600 index level at the end of the previous Smith H 476 06 
period, the market was in-a profit-taking mood. wae PUN V M9 а 
The general nervousness about the level of share Westpac 421 op и 
prices was not alleviated by the absence of the Masser a Dar ed 
type of bid activity and good company results 
which have been responsible for the market's 
strong performance in recent months. 
TAIPEI: The market declined slightly on light | 21 May 1,6124 
trading, with investors appearing to Бе waiting | 22May 1,599.€ 
for positive signals from the economy before re- rte Meu 
entering the market in force. The weighted price | 27May 15577 
index fell 8.71 points to close at 737.19, with Change on week ~4 92 
average daily transactions at a low NT$318 mil- Mey Sechange 9 
lion (US$7.95 million), All specialised indices re- HKS — onweok ун 
gistered declines, but the biggest losers were ене pe дер s 
construction, which fell 4% to 317.12, and foods, | samorea 2130 94 2 
down 4.25 points to 188.97. PET EN xg 

Conic (New! 121 16 - 
BANGKOK: The market extended its losses as | рео oum Pu M ssp 









investors' confidence dwindled in the faceof new 
incentive trading. Despite buying support in 
selective issues in the early sessions, a lack of fol- 
low-through weakened the market in the re- 
maining period. The Book Club Index's fall was 
attributed to heavy declines suffered by popular 
issues. The index dropped 0.66 of a point to 
140.45 at period’s close. Dusit Thani Hotel was 
the biggest gainer. Losers included Siam Ce- 
ment. Volume picked up slightly to 1.62 million 
shares valued at. some Baht 347.6 million 
(US$12.6 million) or a daily average turnover of 
Baht 69.5 million. 
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Fixed-interest bonds (US$) 24 May 
Latest Australia 111/295 
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Asia houses over half of mankind. Everyday events are 
happening here that not only shape Asia's future but 
affect the entire world. Asia 1985 Yearbook covers 
these events, compiles analyses and interprets them. 
No businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In Its 26th Edition 

The Asia 1985 Yearbook, celebrating its 26th anniver- 
sary, is bigger and more comprehensive than ever 
before. Matching the rapid pace of Asian development, 
we have gone into greater detail, with deeper insight, to 
produce a book that anyone who has any dealings with 
Asia should have on the bookshelf. 


Features 

The Asia 1985 Yearbook includes a newcomer to every 
chapter — the Databox which gives an instant glance of 
essential data. You will find familiar chapters and fea- 
tures as well: a Regional Round-up, The Power Game, 
Population, Development Banks, Asian Finance, Asian 
Investment, Commodities, Energy, Aviation, Shipping, 
Trade & Aid, West Asia, South Pacific and Asian 
Organisations. 


The main body of the book contains chapters on 31 
countries. Each is divided into 3 sections — Politics/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging from Afghanistan through China, to 
Korea and Japan, down through the Philippines to 
Australia and New Zealand and then back to Pakistan 
via India, Indonesia, Singapore and Malaysia. 


As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, 
including a full military profile of every country. Each 
country has a new map to go with its chapter. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from market poten- 
tial and population trends to foreign aid involvements 


Announcing The All New 26th Edition 


We give you Asia, 
minus the mystery, 
| minus the myth: 

* Asia 1985 Yearbook 





and social and cultural landmarks. Each section has 
also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 

Published by the Far Eastern Economic Review. the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Reviews correspondents 
provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 26 years) to 
keep the Asia Yearbook pertinent. To give you Asia, 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Review can. 


Soft Cover: HK$170/US$21.95/£20/S$49.50/M$56.50 
Hard Cover: HK$200/US$25.95/£23.75/S$58.50/MS67 
For airmail delivery, please add: 
HK$45/US$6/£5/8$13/M$15 
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To: Publications Division 
Far Eastern Economic Review, 
G.P.O. Box 160 
Hongkong 





Please rush me copy/copies of the Asia 1985 Yearbook as 
indicated. | enclose a cheque/postal order for 
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| Asia 1985 Yearbook (Soft Cover) 

| Price: HK$170/US$21.95/£20/S$49.50/M$56.50 each 
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No. of copies by surface by airmail" 
Asia 1985 Yearbook (Hard Cover) 

Price: HK$200/US$25.95/£23.75/8$58.50/M$67 each 

No. of copies by surface by airmail" 
*For airmail delivery, please add 

HK$45/USS$6/£5/S$13/M$15 per сору RO606Y5 
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The road system of the Roman Empire—one of the world’s 
earliest communications networks—took centuries to build. 
Messages travelled 40 miles ina day. 


41000 EMPLOYEES, 47 MANUFACTURING PLANTS, AND 36 RESEARCH AND DEVELOPMENT CENTERS, IN BRAZIL, CANADA, ENGLAND, 





s that carry messages 
in milliseconds—and for longer distances. 


Ea EDMONTON 
MONTREAL 


WINNIPEG 


m TORONTO 
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SIOUX FALLS 


NEW YORK 
CITY 


KANSAS CITY WASHINGTON 


NASHVILLE 


Through Italy, through Gaul, through Germany and Africa, the network of 
roads the Romans built spun out like a web from the milliarium aureum, the 
Golden Milestone, in the heart of the Roman Forum. 

The Roman road system was both a military communications network and a 
trade route. By encouraging an international exchange of knowledge and goods, 
it created an enormous explosion of wealth. 

Today communications networks hold an even greater potential for new 
wealth and new ideas. In every field, managing information more effectively 
increases productivity. 

Northern Telecom designs and builds, or provides the equipment for, public 
and private networks operated by telephone companies, corporations, hospitals, 
universities, governments and the military. We 
can weave computers, telecommunications 
systems, data terminals, and wor d northern 
processing equipment together. A telecom 
world leader in digital telecom- 
munications, we can build complete 


digital networks using only our own For more information on Northern Telecom 
equipment. and its products contact: Northern Telecom 


, - adi Um s (Asia) Limited, Keck Seng Tower, 133 Cecil St., 
We make information more valuable Unit 15-01, Singapore 0106, 


by making it more accessible. Tel. 2255151, telex 23369 


MALAYSIA, IRELAND AND THE UNITED STATES. SALES OFFICES AND DISTRIBUTORS THROUGHOUT NORTH AMERICA, EUROPE, AND ASIA. 





LETTER FROM TANJUNG PRIOK 


A. first glance it looked like a typo- 
graphical error when the daily 
newspaper Kompas ran the headline: 
"Customs personnel allowed not to 
come to work." But there was no mis- 
take: the text of the story went on to 
explain how roughly half the 13,000 
staff of the Customs and Excise Ser- 
vice would get what amounts to an 
indefinite holiday with full pay: 
seniority, pensions and promotions 
would all accrue without interrup- 
tion. All the customs officials had to 
do was report weekly to their 
superiors and avoid moonlighting in 
any trade-related business. 

Although that sounds like the ulti- 
mate featherbed job, few in the ser- 
vice were celebrating. The paid holi- 
day is part of a sweeping government 
reform aimed at curbing rampant 
corruption іп Indonesia's ports, 
which has held up vital industrial in- 
puts for months at a time and cost 
Shippers an estimated US$200 mil- 
lion yearly in bribes (REVIEW, 25 
Apr.). The loss of this squeeze income 
for the customs officials makes an ex- 
tended leave a catastrophe, even with 
full salary. 

A salary of Rps 100-200,000 
(US$90-180) a month for sitting at 
home doing nothing might seem a 
generous wage to the machinists, 
schoolteachers, secretaries, nurses 
and other skilled workers who labour 
full-time in Jakarta for a fraction of 
that amount. But it is hardly enough 
to keep even a lower-grade customs 
official in the style to which most 
have long-since grown accustomed. 

A recent visit to the customs offices 
here at Jakarta's main port presented 
a tableau of unaccustomed gentility, 
as government offices go, during the 
last few weeks before the switchover 
to the newly streamlined system. One 
minor section head, for instance, 
found space on her desk — amid the 
mounting piles of paperwork — for 
framed snapshots from the family 
trip to Tokyo’s Disneyland, a junket 
few ordinary bureaucrats could af- 
ford. 

“Her price is Rps 5,000 per, signa- 
ture,” reported one freight expeditor 
who claims to have bought hundreds 
of such autographs over the years. 
“You just tuck it into the portfolio of 
documents as you hand it to her. 
Strictly pay-as-you-go.” 

Higher-echelon officials, the ex- 
peditor added, prefer payment on the 
instalment plan. He explained: “If 
you've got something big and expen- 
sive and urgent coming through — 
say, machine parts for an oil rig, or a 
slew of video-tape players, or a com- 
puter, or foreign books — you have to 
go to bapak [father] to get a waiver on 
the detailed inspection of the ship- 


ment." The chief of one of the ser- 
vice's field offices, for instance, can 
authorise a mere spot check of in- 
bound goods rather than a full in- 
spection. But it costs up to Rps 
500,000. 

"You hardly get to see these guys 
every day," the expeditor said. “Nor 
do you pay out every time you see 
them. But every couple of months, 
they'll subtly remind you that it's 
time to top up the account. Maybe 
just a look, or a grumble. Then the 
next time you see bapak, you'd better 
not forget to drop a little envelope 
into his open desk-drawer. After all, 
he has a lot of dependants to take care 
of.” 

Bapak’s dependants — aside from 
the children he has in overseas uni- 
versities — include legions of petty 
functionaries stuck in “dry” jobs, 
without any directly remunerative 


“DONT FORGET OUR LOCAL CUSTOMS!® 


public contact. By job description 
they may be ledger-keepers, errand- 


runners, scribes, typists, 
tionists, ushers and so forth. 

But in practice these uniformed 
customs officials seemed to have lit- 
tle to do on a recent Monday but 
smoke, gossip, quaff sugary tea by the 
tumblerful and read the comics of the 
ruling party—published Suara Karya 
daily newspaper. In the past, accord- 
ing to a freight agent, these under- 
lings have relied on occasional tokens 
from their bosses while waiting for 
transfer into “wetter” jobs. Such 
prospects now seem indefinitely 
foreclosed. 


recep- 


o much unwelcome attention has 
focused on the service lately that 
the arrival one morning of a camera- 
toting foreigner within the precincts 
of the customs office here was enough 








to calla fleeting moratorium on graft. 
My wife and I visited Tanjung Priok 
to shepherd our household goods 
through the bureaucratic maze. As 
startled and envious expeditors 
backed up at the counters and paper- 
work silted up on desktops, we 
walked our own documents from 
station to station, garnering the 30- 
odd requisite signatures in record 
time. 

The whole process telescoped into a 
morning what usually takes a week or 
more — according to experienced 
freight agents. Officials were courte- 
ous to a fault. Bapak himself even of- 
fered to baby-sit our newborn baby 
in his air-conditioned office while we 
went out to the warehouse for the 
physical inspection of our shipment. 
As for the check, it amounted to no 
more than five minutes of per- 
functory rummaging in one con- 
tainer. 

It was not until the very last signa- 
ture — the one authorising us to cart 
off our already-cleared goods — that 
we were finally caught. First the offi- 
cial softened us up by leaving us to 
wait outside his office cubicle in the 
shimmering heat of a zinc-roofed 
godown. The presence we were at last 
ushered into was unprepossessing: 
roly-poly in his grey uniform, a- 
jangle with silver-mounted agate 
jewellery and sporting a heavily 
pommaded toupe. 

He beamed his sympathy through a 
wreath of clove-cigarette smoke: this 
all-important box right here had 
somehow not been filled in by the of- 
ficer who had inspected our goods. 
Consultations were needed, he an- 
nounced as he waddled off across the 
tarmac with our freight agent in tow. 
It wasn't long, though, before the two 
of them returned with the officer full 
of purposeful bustle and the freight 
agent looking chastened. Money 
seemed to have changed hands, 
though the agent was very reticent 
about details. 

The official deputed a subordinate 
to fill the blank on the form, which 
supposedly detailed the results of the 
customs inspection. The longhand 
transcription of our bill of lading 
took several times longer than the ac- 
tual check itself. When done, the offi- 
cial affixed a flowery signature plus 
several rubber stamps and sent us off 
with a parting handshake. My hand 
still smelled of cologne for a couple of 
days afterwards. — LINCOLN KAYE 
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Like a 
fragrance, 
. Espreme 
Ingers on... 


+ CITIZEN 


CITIZEN (5 A REGISTERED TRADEMARK OF CITIZEN WATCH CO JAPAN 


Lovingly crafted to exacting 
Citizen standards, Espreme is a 
statement of pure sophistication 
in luxurious leathers, gemstones 
and gold. 

For Man or Woman, a master- 
piece of the watchmaker's art 
that reflects a cultivated taste for 
the finer things in life. 

Like a poem, a melody, a 
fragrance . . . Espreme lingers on. 





F irst Class? No, Economy. chair instead of a Tourist Class seat. 


In our 747s, there are only 8 seats 
It's simple. Book yourself on SAS First abreast. In our DC-105, just 7. 
Business Class. You get 38 inches of legroom instead of 
We seat you in a spacious, restful cabin 34 inches. 
instead of behind a curtain. You dine on china instead of plastic. 
You can relax in a next-to-First Class You drink from a real glass instead of a 
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HARMONY 
THE WATCH, THE LIGHTER AND THE PEN. 





ORFEVRES A PARIS. 


WESTIN HOTELS ASIA 


SHANGRLLA 
IN HONGKONG 


The Shangri-La. Where 
doing business is a 
pleasure. With the largest 
guestrooms in the city. 
Fully-equipped Executive 
Centre and Health Club. 
24-hour room service. 
Eight fine restaurants 
and lounges. 















Sy) 
B ShangriLa hotel 
HONG KONG 


or the Westin Hotel 
718 SHALA-HX 





Call your travel agent 






in your city or telex 36 








WESTIN HOTELS ASIA 


AKASAKA PRINCE HOTEL 
IN TOKYO 


The Akasaka Prince 
Hotel. 40 storeys of 
luxury. 761 rooms with 
wide, spectacular views, 
12 superb restaurants 
and lounges. Over 30 
meeting and banquet 
facilities. Shopping and 
entertainment only 
minutes away. The 
wonder of the orient 
with all the comforts 
of home. 























WESTIN HOTELS 


Akasaka PRINCE HOTEL 


An anias nor 









Call vour travel agent or the Westin Hote 
in your city or telex 2324028 AKAPRH] 









Slants on stance 


In THE 5TH COLUMN [25 Арг.], the au- 
thor, Brian Cloughley, claims that India 
is just being paranoid by voicing its ap- 
prehensions about the United States' 
arming of Pakistan, which is ostensi- 
bly for support of Afghan rebels and 
protecting that front. He argues, in this 
provocative piece which has a mar- 
kedly US world view, that due to the 
vast relative superiority of Indian mili- 
tary forces there could be no possibil- 


| ity ofa Pakistani adventure. This argu- 


ment has been proven wrong by past 
border skirmishes and the growing 
Punjab problem. 

Moreover, as pointed out by Jamal 
Rasheed [THE 5TH COLUMN, 18 Apr.], 
the funds from the US as military assist- 
ance have not really been utilised to 
strengthen defences along the Afghan 
border which he defines as "highly 
flimsy," but rather to develop a strong 
military infrastructure on its border 


Mrs Gandhi: independent stance. 


with India. The bulk of its army re- 
mains poised along the Indian border. 
In fact, “there has been criticism in the 
US Congress that arms purchases by 
Pakistan are more suited to the plains 
warfare with India than the moun- 
tain-warfare needs,of the Afghan bor- 
der." 

The other point Cloughley makes 
about "India's unfortunate connec- 
tions with Moscow,” and its “anti-US 
stance” is as if it were almost evil to 
agree with the Soviet Union, even on a 
case-by-case basis, and that it is wrong 
to disagree with the US view, whatever 
it may be — thus taking potshots at 
India being non-aligned. India’s non- 
alignment was eloquently described by 
the late Indira Gandhi as taking inde- 
pendent stances which are pro-India 
— in other words, in its own interests 
— and reflecting its own aspirations, 
rather than being pro or anti any parti- 
cular bloc 

What rankles in the US mind is 








this “independentness” because what 
UE VUE cat iE tee Du WESTIN HOTELS ASIA 

line. Its concern has never really been 
з db d dept: only ie THE WESTIN CHOSUN 
own self-interest reigns supreme. If IN SEOUL 


pliant, it supports totalitarian govern- 
ments, aids Contras and itself practises 


“gunboat diplomacy" such as in Ero The Westin Chosun 
Granada. ENS ~ Designed for the business 
I wish such articles on India can ref- A traveller in the heart of 
rain from this sophistry arising from r p bustling Seoul so you can 


the hypocrisy of “Western” diplomacy, 
and present a fair picture without 
these pernicious slants. 


do business where 
business is,and with the 





Manila SANJAY S. VINZE a ; ~ largest guestrooms in the 
чы city. Business center with 
i NN 24-hour telex and 
Credit for democracy hour telex and 
| " i facsimile service and over 


At last, a breath of fresh air is blowing 
in Pakistan [16 May] — democracy is 
on the move, a popularly elected parlia- 
ment is functioning, a civilian cabinet 
headed by a civilian prime minister is 
overseeing the country’s affairs. 
Credit where it is due: after un- 
seemly delays and postponements, 
President Zia-ul Haq has capped his 
eight-year rule with a glorious con- 
tribution — a firm and solid base for s 
democracy. The opposition is in dis- Sd 
array, especially after its ineffective e 
boycott of the parliamentary elections. THEWESTIN CHOSUN 
The extra-parliamentary opposition Seoul 
should now stand aside and let the 
elected parliament do its job. 
Hongkong ZAHURULLAH KHAN 


Currency Catch 22 WESTIN HOTELS ASIA 


After a three-month language-study 
tour of Taiwan and China, I was im- 

pressed by the pace of progress in THE WESTIN PLAZA 
China's modernisation policy. 

With tourism in Chinà still in its ini- IN SINGAPORE 
tial stages, the use of foreign-exchange Opening February, 1986 
certificates (FECs) continues to be 
necessary. However, some problems 
have arisen with the growing "tourist 
wave" and the opening up of China. Fi- 
nance is still not as convenient in 
China as it is in other tourist havens: 
hotels, which are the most popular 
places to exchange money, skim a siza- 
ble service charge off the top; banks 
are sometimes inaccessible (with the 
annoying xiuxi lunch hour), and credit 
cards are still viewed with suspicion 
except in the largest hotels and stores 
in Peking. 

The need for FECs, if you are a 
tourist, is that most hotels, bars, res- 
taurants, transportation and Friend- 
ship Stores require the use of them. 
Some of the disadvantages are that 
if you are a less experienced tourist 
you will quite possibly be led to 


30 airline offices. Finest 
dining and entertainment 
facilities. 
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n your city or telex К24256 


Westin Hotels proudly 
returns to Singapore 
with the new Westin 
Plaza in Raffles City 
Right in the heart of the 
business centre, With 796 
world«lass rooms and 
suites. The finest 
international cuisines 
Plus all the amenities 
one expects from à 
Westin Hotel. 

The Westin Plaza 


Spirit of Singapore 


MA; 


«asm 


ААА 
MALEATE Д ум 
онал А AG 


A 


ў аа 


ааа 1 UNL LL 


(00006904 ti TL I 
iid ag ah aaa A AAN 


ИТҮ ТҮ 
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is where you are supposed to be. Yes, i ae z% ET КА 
this is where you are supposed to be, d pew = : dp Westin Hortus 





but you can go to other places. The E FEN CHI) in] эш. RAFFLES CITY 

other pitfall of these “tourist” spots is T | i ; n V S 
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presented against FECs are discrimi- 
nation of Chinese and the black mar- 
ket. First, FECs are used as a control 
to keep tourists with tourists and 
Chinese with Chinese. This is achieved 
by most places only accepting FECs. 
This is not exemplary of China's pur- 
ported egalitarianism. Secondly, add- 
ing to this discrimination, FECs are 
only accepted in the Friendship Stores, 
where some of China's finest goods are 
only found. Consequently, only for- 
eigners can buy these goods. It is only 
recently that Chinese in such cities as 
Canton have been able to use FECs 
themselves to buy goods. The question 
arises: how did they obtain these 
FECs? 

In my opinion, the major purpose of 
FECs is to control foreign-exchange 
spots frequented by foreigners and, to 
some degree, the black market. Is Pe- 
king in a Catch 22 where discrimina- 
tion and the black market flourish in 
both cases? 


Alameda, Ca. RICHARD PALMER 


Kaitak extortion 


I was particularly sympathetic to your 
comments [TRAVELLER'S TALES, 16 
May] regarding the usurious charge 
levied by the government in Hongkong 
upon those unfortunate enough to ar- 
rive and depart through Kaitak. The 
package-tourist and the "rich" busi- 
ness traveller form an essential part of 
the income generated from visitors. 
For separate reasons neither can take 
much satisfaction from the final im- 
pact of the bureaucracy and heavy- 
handedness of the authorities when 
they depart by air for more-relaxed 
climes. 

Itrust you will continue to heap ap- 
propriate volumes of well-directed 
criticism upon such deserving causes 
as those who claim to be responsible 
for the smooth running of such public 
institutions as the frequently used and 
ineffectually criticised airport in 
Hongkong. 
Middlesex, England 


Narita shuttle? 


Most passengers will agree that the 
Tokyo International Airport at Narita 
is as inconveniently located as any air- 
port in the world. Depending upon 
where one lives in Tokyo, the traffic 
conditions, countless security checks 
and so on, it can take more than two 
hours to travel from central Tokyo to 
Narita's check-in. 

On the other hand, it takes only 45 
minutes from Kennedy International 
Airport to central Manhattan. New 
York City and Pan Am operate “heli- 
shuttles” which further cut the travel 
time. This service is not attractive to all 
and is obviously much more expensive 
than taking a bus. 

There must be a market in Tokyo for 
such a helicopter service given the po- 
pulation of the city and the number of 


J. WHEATLEY 








businessmen, government officials and 
tourists that arrive and depart from 
Tokyo every year. Luckily, the advent 
of the Expo '85 (Tsukuba) hi-tech ex- 
travaganza has introduced heli-shut- 
tles to Japan. Wecan now travel conve- 
niently from Narita to Haneda, Narita 
to the Expo '85 site, Tokyo Heliport to 
Narita or Tokyo Heliport to Tsukuba. 

Let us all hope the helicopter-shuttle 
service will continue after Expo '85 
and that a heliport can be opened in a 
more central part of Tokyo than the 
Tokyo Heliport. For example, the top 
of the Sumitomo building in Shinjuku 
would allow access to the new business 
centre of Tokyo, just as the Pan Am 
building does to the financial institu- 
tions of New York. 


Tokyo WILLIAM E. SHARP 


. * 

Delight and dismay 

I read John Boyle's review of the book 
Two Years in the Melting Pot [25 Apr.] 
with both delight and dismay. I de- 
lighted in Boyle's review, which cap- 
tured the essence of what Liu Zongren 
was attempting to describe about his 
stay in the United States. However, the 
accompanying cartoon was offensive, 

















and certainly out of place in your 
magazine. As a friend of Liu, I feel you 
owe him an apology for this serious 
breach of taste. 


Chicago GREGORY F. JONES 


*. * 

Chronicling error 

In your COVER STORY on the Philip- 
pine press [23 May], you refer to An- 
tonio Zumel as the former news editor 
of the defunct Manila Chronicle. 
Zumel was with the Philippines 
Herald. To my knowledge — I was 
managing editor of the Chronicle when 
it was closed down by martial law — he 
has never been connected with the 
Chronicle. 
Hongkong BENJAMIN DEFENSOR 
® Inthe same article we also identified 
Pat Gonzales as the editor of the Daily 
Express. He is, in fact, the editor of the 
Bulletin Today. Both errors are regret- 
ted. 


Pseudonyms are accepted, but letters in- 
tended for publication in these columns 


must bear the writer's signature and address. 
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When you're a member of , 
Diners Club, you belong to 
The World Club— the Clüb 
designed to meet your.need 
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Club member, you'll fir 
warm welcome at a уай 
of hotels around the world, = 
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world of services, from 
emergency cash to 
automatic flight insurance. 
No wonder millions of 
travellers enjoy the privileges: 
and services of The World Club. 
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The all new A320 turns 
technology into profitability. 


The remarkable flight deck of the 
A320 sets new standards in efficiency. 
Designed to provide the ideal working 
environment and increased economy, 
fully digital avionics and interactive 
CRT displays keep the pilot in touch 
with every aspect of the aircraft's 
performance. Airbus makes technology 
make money. 


® Airbus Industrie 
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Japan has overtaken the United States and will 
soon overtake. Britain to. become the. world's 


merse | 





eK | 





- wealthiest nation in terms of overseas assets. But 
| this has come about only at the cost of intolerable 
` Strains in the country’s relationship with the US. 

In FOCUS on Japan '85, Tokyo bureau chief 
^ Charles Smith and correspondent Bruce Roscoe, 
along with contributors Richard Hanson and 
Nobuko Hara in Tokyo and Robert Manning in 
Washington, look at the reasons for Japan's rise 
and what the nation can do to alleviate the prob- 


lems it causes. In addition, profiles of Japanese 
opinion leaders and decision makers provide a rare glimpse of how 
they themselves see the country's problems and prospects. 


Pages 53-96. 


Page 14 

Ending а long debate, Jakarta 
enacts a controversial bill requir- 
' ing all mass organisations to 
. adopt the state ideology, Panca- 
- sila, as their only ideological foun- 
dation. ; 


` Page 14. 


The disastrous Bangladesh 


floods — which left tens of thou- | 


~ Sands dead — give President Н. M. 
. Ershad a focus for action. 


Page 16 

Sri Lanka’s President Junius 
Jayewardene and the Indian prime 
minister agree on a form of words 
over the Tamil situation but do not 
Say what action they plan. 
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Narcotics: The drug-abuse epidemic 
“coursing through Pakistan 
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Cover photograph by Lucy Birmingham. 


Page 25. 

It goes against the grain for Singa- 
pore's ruling party to admit a mis- 
take, but over its controversial 


*graduate mum' policy it has at 


least made a tactical withdrawal. 


Page 32 
Indonesian Foreign Minister 


Mochtar Kusumaatmadja takes a 
hand int 


ig to improve US-Viet- 
namese relations as a possible 
way towards a Cambodian settle- 


| ment. 


Page 52 

Japan's ruling party appears ready 
to take steps towards rectifying 
the increasingly serious over-rep- 
resentation of rural voters. 


Banking: High-stakes Challenge 
. in Bangkok 


Economies: Recovery must wait in 
the Philippines 





| Mining: Port Moresby's tarnished | 


rainbow 
The long wait fora dividend ~ 

Economic relations: Singapore's 
price of progress 





: мету: Steeli ing for the future 





Низ іп charge не — 
i think сав, | think. 
da 











Page 102 

A leading Thai banker is Sac 
provoking claims of poor ban 
supe’ on and threats 
unsound finances at the in 
tion. 


| Page 103 
Manila cut 
1 985 as it 


down into the. ае. 
Page 106 


off its evel oping- pein 
vileges.: 


‘Page 118 

Politics and. financial constraints 
are forcing China to si ni 
ernisation of its airline industry. 


‘loan causes a wrangle ii 


‘Hongkong. 
| Page 136 


Hongkong's Chiu family of bank- 
ers, builders and hoteliers. ran 
into problems with its investmen 
in a West German bank. 
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dismisses rumours 
changes 

se Premier Zhao Ziyang 
quashed rumours of impend- 
ng changes at the top level of 
he country's leadership when 
ie told the press on 1 June: 
. “There аге no grounds for the 
speculation about leadership 
changes. In September we will 
old a national congress of 
jarty delegates [but] the party 
general secretary [Hu 
aobang] and the chairman of 
he Central Advisory Commis- 
ion [Deng Xiaoping] will not 
ange. As for the president 
premier, that will have to 
it until after the seventh 
tional People's Congress in 
7 














































ao. has recently been 
ding in for ailing Presi- 


urs that he may move up 
e presidency and be re- 
laced by Li Peng.— the up- 
coming vice-premier. As 


1. secretary by rising 
Committee star Hu Qili 
ay take over from elder 
iman Deng as chairman 
е Central Advisory and 
ry commissions, the pre- 
d: “Deng Xiaoping is 
ту good health.”  —MARYLEE 


kong back-tracks 

n commercial-crimes bill 
Hongkong Government 
shelved indefinitely the 
ontroversial Trial of Com- 
rcial Crimes Bill and has 
ppointed a Legislative Coun- 
il select committee to con- 
er all the problems con- 
cerning the prosecution and 
‘trial of complex commercial 
crimes, including proposals 
‘not contained in the bill. The 
bill was gazetted on 1 March, 
‘proposing to replace trial by 
jury with trial by judge and 
adjudicators. Since then the 
move has been widely criti- 
cised as an effort to tamper 
with the jury system and. as a 
fundamental change to the 
rritory's legal system. 

— EMILY LAU 


Setback for Malaysia's 
video pirates 

falaysia, a non-signatory to 
both the Berne Convention (on 
copyright) and the Universal 
Copyright Convention, re- 
cently threw a partial lifeline 
to publishers of "foreign" 
Works — by law defined as 
those published by non-citi- 


ў E 


| quota, speeds 


Li Xiannian, sparking 


peculation that Hu — tip- * 
to. be replaced as party 








zens апа non-residents 
side the country. In an un 
cedented ruling on 17 May, the 
Supreme Court unanimously 
upheld a high court decision 
that all foreign works pub- 
lished in Malaysia within 30 


days of first publication over- ` 


seas will enjoy protection 
under the country’s Copyright 
Att, 1969. 

The respondents, Television 


Broadcasts of Hongkong and | 


its local licensees, Golden Star 
Video and Syarikat Progress 
Trading, 


Tape Dealers Association who 
argued that foreigners were 


not entitled to protection] 


under local copyright law... 
~ SUHAINI AZNAM 


Canberra raises migrant. 


The Australian Government 
has set the country's migrant 
intake.for 1985-86 (starting 1 


July) at 82-84,000, compared: 


with the 70,050 quota for the 
current year. This will include 
6,000. Indochinese refugees 
from camps in Southeast Asia; 
about 2,000 fewer, but intake 
of relatives under the *orderly 
departure" scheme will be in- 
creased. 

Immigration Minister Chris 
Hurford said English-speak- 
ing and business skills would 
be emphasised in selection to 
assure ready employment. He 
denied «this would weigh 
against Asians, saying many 
candidates in countries such 
as the Philippines, Malaysia 


and. Singapore had. profi-' 


ciency in English. Banking 
and nursing skills are likely to 


be in highest demand. i 
: — HAMISH McDONALD. ; 

Fretilin s radio 

contact Australia. 


Fretilin, the anti-Indonesian | 
guerilla movement in. East 
Timor, has re-opened) two- | 


way radio contacts with 8 
port:groups in northern. 
tralia for the first time sinc 
Australian authorities sei 
a transmitter in. 197 
number of Australian. Lab 


Party figures, including fed- 


eral parliamentarian Robert 


Tickner, and Darwin jour- 


nalists were taken on a round- 
about journey to the transmit- 
ter on 26 May to listen to à 
radio conversation with Freti- 
lin central committee member 
Mauhunu Karataiana,..who. 
has alleged à mumber o 
donesian atrocities since 


tilities resumed in 1983 after a а: 
- HAMISH McDONALD 


truce. 


among the 
| tions" announced by the Aus- 


| other measures, 
were being' chal-: 
lenged by the Perak Video- | 
















Australia releases 
tax-reform proposals 

A broadly based 12.5% con- 
sumption tax and a stiff capi- 


ital-gains tax at the marginal 


rate of income tax (up to 50%) 
orscompany ‘tax (46%) are 
“preferred. op- 


tralian Government in a white 
paper on tax’reform. This and 


46% tax on employers for the 
fringe benefits they now pro- 
vide tax-free, are seen as pro- 
viding fiscal leeway for easing 
personal income tax rates. The 
present tax seale cuts in at 

25% оп -earnings above 


‚| A$4,596 (US$3,043) a year and 
5| rises to 6095 at A$35,000. The 
Up process 


proposed new scale starts at 
20% at A$6,250 and rises to 
50% at A$35,000. 

Treasurer Paul Keating will 
present the white paper, 
which includes two less radi- 
cal options, to a meeting of 
business, union and taxpayer 
representatives in July in an 
attempt to forge a consensus. 

E ~~ SUSAN HELY 


Separatist war hes 
Sri Lanka into deficit — 


Unexpectedly high defence 
expenditures forced by the 
guerilla war waged by Tamil 
separatists in northern and 
eastern Sri Lanka — com- 
bined with a sharp decline in 
tea prices — has thrown 1985's 
expected surplus budget into 
deficit, Finance Minister 
Ronnie de Mel said. 

"After many years, we had 
achieved а satisfactory 
budgetary position. 

Now everything has been 
thrown out of gear,” he said. 
In presenting the 1985 budget 


| last November, de Mel pro- 
jected a surplus of Rs 1.7 bil- 


lion (US$62.5 million), which 
he had planned to use for loan 
repayments.: The budget is 


тоу expected. to run into the 


red by at least Rs 4 billion. 
; — MANIK de SILVA 


Bank Bumi creates new 
supervisory units 

Bank Bumiputra Malaysia 
Bhd (BBMB) announced a 
major revamp of its operations 
on 31 May, five months after 
new management took over. 
The reorganisation follows 
BBMB ssevere financial trou- 
ongkong-based 
miputra Malay- 





‘sia Finance, extended. M$2.5 


billion (US$1 billion) in 


ineluding a | 





; lobby, that would hold US 





panies, mostly w 
lapsed’ Carrian group. 
ceived mismanagement-within 
BBMB in the past few years- 
prompted this restructuring 
exercise and the introduction 
of three new divisions — one 
to supervise the bank’s seven 
subsidiaries, a banking divi- 
sion and a corporate offices 
division. BBMB chairman Tan . 
Sri Basir Ismail himself will ` 
head the.division which i is to | 
monitor the subsidiaries.’ 
— SUHAINFAZNAM | 


Taiwan budget stresses 
defence, infrastructure 


Taiwan's Legislative . Yuan 
passed a  NT$412. billion 
(US$10.4 billion) budget for 
fiscal 1986 (beginning 1 July) 
on 31 May. The balanced 
budget represents a 14.8% in- 
crease from the previous year: 
The largest item is NT$161 
billion, or 39%, for national, 
defence and foreign affairs (no, 
breakdown, between them is” 
provided). A NT$78 billion al" 
location for economic deves 
lopment and communications: 
will include 310.296 inerea 
in public, investment, ‘whic 
aims to fund major i infrastru 
ture projects as. well ag spu 
flagging rates of private ing 
vestment. 

On the revenue side, 63%, or 
NT$261 bilion, is to come 
from income taxes and mono- 
poly sales of liquor and ciga- 
rettes, with another 17.7% 
(NT$73 billion) contributed 
by the state-run corporations, 
especially Taiwan Power Cx 
and Chinese Petroleum Co 
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Congressional. backing 
grows for Toties bill 









lation, poste. E the Ew 


ports of textiles and garmi 
from the.20 largest expo: 
toa 1% increaseon their 1 
levels each year. The Textile 
and Apparel Trade Enforee- 
ment. Act of.1985 was intro- 
duced in the senate by South 
Carolina’ Republican. Strom 
Thurmond  .and Georgia 
Democrat Edgar Jenkins. The 
bill has gained 271 co-spon- 
sors in the 435-member House 
of Representatives and 43 co- 
sponsors in the. 100-member 
senate, including support 
from some farm-state legis- 
lators. who have previously 
heen Lanieprotectionist, 
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Three times a day, 
_we bring an issue to market. 


3 "There are a number of reasons 
N why so many borrowers ask 
3 us to market their new issues. First 
А of all, professional design 
increases the ultimate success of 
the issue. Then there’s our 
acknowledged placing power, and 
S. finally, our group's distribution 
"- capabilities are recognized 
as among the best, worldwide." 
Dr. Christian F. Puhr, 
Senior Vice President 


E And it's not surprising, either. 
3 Swiss Bank Corporation started 
business as a securities 
issuing bank, so we have a long 
; historical perspective on how 
3 the modern markets evolved and 
5 how they work. Over the last 
hundred years and more, we have 

i acquired a good deal of 

A expertise in providing financial 
assistance to many different 
borrowers from all over the world 
and in all major international 
capital markets. 
If you are thinking about your next 
funding operation, talk to us. 
We will help determine what instru- 
ments best meet your financial 
requirements. Through one of our 
A operative units in Basle, 

› London or New York, we can help. 





+ 


а Swiss Bank Corporation 
; schweizerischer Bankverein 
É- Société de Banaue Suisse 


The key Swiss bank 


Sry 1 


| A General Management in CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 
| A network (branches, subsidiaries and representatives): Europe: Edinburgh, London, Luxembourg, Madrid, Manchester, Monte Carlo, Paris. North America: 
е Atlanta, Calgary, Chicago, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogotá, Buenos Aires, Caracas, 
Lima, Mexico, Panama, Rio de Janeiro, Sáo Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. Africa: Johannesburg. 
Asia: Hong Kong, Singapore, Tokyo. Australia: Melbourne, Sydney. кек mit eat: 
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GOING ARMED 
A clear indication that Indian 
Prime Minister Rajiv Gandhi 
intends to discuss arms purchases 
during histripto Washington on 
12 June came when it was 
announced that the composition 
of the Indian delegation to 
accompany him on the United 
|]. States visit has been altered to 
include Defence Minister P. V. 
‘Narasimha Rao. Originally, 
.4 Gandhi was to have been 

| accompanied only by 
| economic and technology 
xperts. 


NOT-SO-DISTANT ECHO 
Iran's swiftly rising trade with 
Pakistan is worrying the Soviet 
Union, whichis watching the new 
Economic Cooperation 
Organisation (ECO) among Iran, 
Pakistan and Turkey with 
|. misgiving. Teheran's trade with 
these two neighbouring countries 
has risen tenfold since the 1979 
Islamie revolution; the Soviets 
‘fear a successful conclusion for 
| Iran in the four-and-a-half-year- 
‚ old Gulf war, leading to a 
© compliant Baghdad regime, 
might.also bring Iraq into the 
„ECO, creating a four-nation, 
ee-market barrier in the Middle. 
ast. Teheran and Islamabad 
lready share similar positions 
vis-à-visthe Soviet occupation of 
Afghanistan. And though Soviet- 
Iranian relations improved 




































marginally after Iranian Deputy . 


Foreign Minister Kazembur 
Ardebili had two-hour talks with 
Soviet Foreign Minister Andrei 









AUSTRALIA 
A former Australian army officer was 
committed for trial after prosecutors said 
he tried to recruit former soldiers for an 
“attack on the capital of Indonesia's Irian 
Jaya province (4 June). 


BANGLADESH 
“> Indian Prime Minister Rajiv Gandhi 
and Sri Lanka President Junius Jayewar- 
dene flew to Dhaka to join President 
H. M. Ershad on flood inspection tour 
(2 June). 


CHINA 
Chinese authorities detained a Hong- 
kong-based American businessman for 
|. six weeks in connection with a hotel fire in 
. Harbin in which.10 people died, it was re- 
. ported (30 May). Premier. Zhao Ziyang 





TERN ECONOMIC REVIEW ө 13 JUNE 1985 














il, diplomats say 
nario presents a 
tothe Soviet . 


Afghanistan. 
CEMENTING INTERESTS 


An international conference on 
capital-markets development, 
held in Bangkok in November 
1984, attracted considerable 
interest on the Thai stockmarket 
from Hongkong-based funds 
managers (REVIEW, 6 June). Most 
are treating their recently 
acquired Thai blue-chip 
portfolios as long-term. 
investments. But one of them, the 
British broking firm T. C. 
Coombes, is said to be more 
inclined towards short-term 
gains. Its spate of buying and 
selling in recent months is seen - 
by some local analysts as 
bordering on speculation. Among 
other things, it now ranks as the 
‘second-largest shareholder in 
Siam Cement, owning 6% as.of 
April. m 


DEALING DIRECT _ 

Two of Malaysia's top timber 
traders have quietly visited 
Peking to implement 
arrangements for direct — | 
purchases of wood and wood. 
products from Malaysia instead 
of through intermediaries, 
mainly in Singaporeand ` 
Hongkong. State government ©. 
sources in Kuching described the 
visit to China in mid-May by .- 











arrived in London for an official visit 
(3 June). 


INDIA i | 

Tens of thousands: of troops and police 
were deployed all over nothern India as 
Sikhs began observing ‘genocide-week" 
to mark the first anniversary of the storm- 
ing of the Golden Temple in Amritsar (1 
June). Seven people were wounded in 
bomb blasts in Punjab (4 June). 


INDONESIA 

Education and Culture Minister Nug- 
roho ‘Notosusanto “died, a government 
spokesman said (3 June). ‚ 


MALAY. 





bah assembly passed 
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Ling Beng Siew as launching 
first "serious and substantive 
talks aimed at putting all the 
timber trade with China on to t 
bilateral ledger. Since 1980, 
government data show direct 
Chinese purchases of logs falling 
off, with a resulting pick-up. 
Singapore-sourced busines: 
upsurge of Chinese orders 
help lift the stagnant timber 
in East Malaysia. 


AYENTOLOAN — — 
The on-off attempt by 
launch major Euroyen syti 
lending is back on again, 
will be on a smaller scale t 
originally envisaged, In Ap 
Sumitomo Bank, Japan's ia 
city (commercial) bank in t 
of profits, announced it had 
the mandate for a jumbo 10 
¥ 100 billion (US$396 million: 
revolving Euroyen loan to 
Sweden. But the deal collapsed 
with the reason for the 
withdrawal of other Japanese 
banks being given as the 
narrowness of margins on the 
loan. In fact, the true reason was: 
their resentment of Sumitom 
eagerness to grab the first leac 
slot in Euroyen syndicated 
lending. The deal is now being 
t ed on a more mod 
high-level Japan 
à nd they claim the f 
ot damage the incipient 
n loan market. 
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Datuk Joseph Pairin Kitingan (30 May). 
One person died and four were injured. 
when a bomb exploded on the outskirts 

Kota Kinabalu 6f June). 


SOUTH KOREA 

The North and the South agre 
exchange visits between memi 
families separated by the Korean ` 
was reported (29 May). 


SRI LANKA 

Separatist rebels attacked a poli 
tion and four Sinhalese villages in E 
Province killing at least se 
senior government polit 
June). Gunmen killed at 
an attack on a bus in renewed vi 
Eastern Province, a government в 
man said (3 June). 
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4 ‘By Lincoln Kaye in Jakarta 


nder a newly passed law, mass 
Us — whether reli- 
"t gious, professional or cultural — 
will have to revamp their charters to 
accept the state creed of Pancasila as 
their “sole ideological foundation.” 
The bill extends the New Order gov- 
 ernment's ideological rectification 
crusade beyond the strictly political 
and governmental sphere into the 
grassroots of society. The category of 
М “mass organisations" (ог Ormas in its 
| Indonesian acronym) could be inter- 
| preted to cover a gamut ranging from 
| the socially activist Legal Aid Founda- 
— tion (LBH) to the conservative Islamic 
-. Council of Ulamas (NU). 
` Ifthe government deems the conduct 
© of any of these groups to deviate from 
the sometimes  hard-to-pin-down 
tenets of Pancasila (belief in God, 
 humanitarianism, national unity, 
_ democracy based on consensus and so- 
cial justice), it can — subject to high 
court advice — step in and disband or 
“freeze” the offending Ormas. It may 
- never come to that, though, since the 
- new law also makes the government 
. responsible for the “construction” of 
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the mass organisations, This role could 
permit official involvement in such key 
aspects as funding, staffing, foreign af- 
filiations and structuring of the groups 
in their charge. For groups such as 
LBH it could mean the severing of cru- 
cial foreign funding links. 

Even more daunting to some inde- 
pendent-minded groups is the pros- 
pect of eventual merger into a handful 
of broadly characterised umbrella or- 
ganisations. The clarification that ac- 
companies the law proper cites al- 
ready-existing youth and agricultural 
federations as examples of what may 
be in store. Such mammoth associa- 
tions might find themselves sapped by 
internal dissension and confined to li- 
mited common-denominator objec- 
tives. 

Proponents of the law maintain that 
in that case at least they would enjoy 
better access to the responsible of- 
ficialdom in their areas of specialisa- 
tion, while critics rejoin that these gov- 
ernment links would only serve to 
make the bloated umbrella organisa- 
tions more responsive to state wishes, 
rather than vice versa. 


BANGLADESH 


Aftermath of disaster : 


By S. Kamaluddin in Dhaka 


B angladesh is struggling to find its 
feet after the devastating storm 
which struck its coast on 24 May, 
claiming some 15,000 lives and well 
over 100,000 head of cattle, and leav- 
ing more than half-a-million people 
homeless. 

Such a natural calamity is not new 
to this disaster-prone, over-popu- 
lated country, where land-hungry 
peasants tend to settle on newly 
emerging, fertile chars, or islets, long 
before they are ready for habitation. 
The southeastern coast bears the 
brunt of storms and tidal surges from 
the unpredictable Bay of Bengal. 

President Н. M. Ershad, who can- 
сеПей а week-long state visit to 
China scheduled from 29 May to per- 
sonally supervise the relief operation, 
put the death toll at 5-10,000 — a fig- 
ure described by at least» three 
Dhaka-based representatives’ of in- 
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a controversial bill — but the troubles may not be over 


 Legislating harmony | 


Although the new Ormas law was 
the last and most controversial in a 
series of five government-sponsored 
bills regulating all facets of In- 
donesia's political life, it passed parli- 
ament by acclamation in a matter of 
just minutes. The groundwork had 
been laid in drafting committee ses- 
sions that dragged on for nearly two 
months, again half as long as expected. 
Committee members and press edito- 
rial writers hailed the resulting com- 
promise draft as a prime working 
example of the type of “Pancasila 
democracy” the government méans to 
promote. Opposition observers sar- 
donically agreed, adding that for all its 
long gestation, the final bill contained 
few substantive changes. 

The main new features of the bill's 
final draft included: 
> The requirement of a high court 
opinion before "freezing" or disband- 
ing a mass organisation. 

» An allusion to constitutional 
guarantees of free assembly. 

> Acknowledgment of the “honoured 
place” in Indonesian public life of “re- 
ligion and belief in God Almighty” asa 






0 
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ternational relief agencies as “rather 
on the low side.” After visiting a 
number of places ravaged by the 
storm, they felt “at least 15,000 peo- 
ple must be dead.” Ji 
Although Ershad did not officially 
seek any emergency assistance from 
outside, the international community 
has responded generously on its own 
initiative. The government has esti- 
mated that a minimum of US$50 mil- 
lion would be needed to rehabilitate 
the victims, but judging by ‘the 
emergency aid already received and 
committed, it is unlikely to get any- 
where near that amount. ss 
The two main opposition alliances 
— 15 parties led by the Awami 
League and seven by the Bangladesh 
Nationalist Party (BNP) — accused 
the Ershad administration of not in- 
forming people of fhe impending 
danger in time, but the criticism fell 
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“source of inspiration and motiva- 
tion.” 

» Assurances that Pancasila could 
never take on the character of a reli- 
gion, nor would religion become “Рап- 
casilafied.” 

Critics, including many mass or- 
ganisation leaders, took scant comfort 
in these revisions, however. Lawyers 
noted, for example, that the judicial 
review of government sanctions 
against errant Ormas fell far short of 
the full-dress legal recourse they had 
sought. Nothing in the Ormas law 
spells out the form of these court hear- 
! ings, binds the government to follow 
- their findings or offers any avenue of 
appeal. Under Indonesia's Dutch-be- 
1 queathed legal system, judges are civil 
- servants who have not always shown 
themselves fully independent of exe- 
» cutive officialdom. 


onfusion reigned, too, about 
C how organisations were to main- 
tain religion as a "source of in- 
spiration and motivation" but not as 
an ideology. Christians and Muslims 
„alike saw militant Islam as a main 
target of the Ormas law. Catholic and 
‚ Protestant groups even argued that, 
unlike their Muslim counterparts, they 
were exempt from classification as 
mass organisations under the law 
since, doctrinally, Christian churches 
were "in the world but not of the 
, world." 
A former Muslim activist in the 


on deaf ears, largely because of the 
initiatives taken by Ershad himself. 
Awami League president Sheikh 
Hasina Wajed and BNP leader 
Begum Khaleda Zia visited the af- 
fected areas separately, along with 
many of their top party leaders, and 
distributed relief goods among the 
victims. 

. But they could not match the gov- 
ernment's efforts. To add injury to in- 
sult, Khaleda's vehicle met with an 
accident on its way back, seriously 
injuring former deputy prime minis- 
ter Moudud Ahmed and three other 
senior leaders, while Khaleda herself 
escaped with a leg injury. 


5 
rshad toured all the affected areas 
and islands and spent a night on 
Urir Char, the most affected island, 
“fo be with the people.” Although he 
tald the media that he did not want to 
make political capital out of human 
misery, he seems to have achieved 
tremendous political gains from the 
disaster — not least the dramatic, fly- 
ing visit by Indian Prime Minister 
Rajiv Gandhi and Sri Lankan Presi- 
dent Junius Jayewardene to Dhaka 
and Urir Char to inspect the damage. 
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now-banned Masyumi party counters 
that, theology aside, for the govern- 
ment to concede the Christians’ case 
would be “political dynamite.” But he 
grants that Islam can plead no such 
other-worldly , loopholes to escape 
Ormas classification; it is a creed with 
its feet firmly planted in the here-and- 
now. 

Enjoined by their faith to implement 
their religion in their public as well as 
their private life, Muslim purists have 
repeatedly clashed with the 
ecumenism of Pancasila (REVIEW, 24 
Jan.). Step by step, these purists have 
had to give ground: first at the con- 
stitutional level and later in bridling 
the militancy and fractiousness of 
their political parties. But never before 
have Muslims been forced to enshrine 
the state creed — to the exclusion of 


Islam itself — in the organisational 
charters of their strictly religious fel- 
lowships. 


One of the more accommodative Is- 
lamic leaders ventures to hope the ad- 
justment will not prove too wrenching: 
“After all, a football club exists be- 
cause of the game it plays, not because 
of the picture it hangs on the wall.” He 
adds that complying with the new law 
should prove easier for the more 
traditionalist Islamic groups, whose 
perimeter of ideological defence en- 
compasses only the bedrock credo of 
the oneness of God and Muhammad as 
his prophet. 

Reformist 


Islam, on the other 


In addition to giving a friendly hand 
to Ershad, Gandhi’s move has also 
firmly committed Jayewardene to 
the forthcoming seven-nation South 
Asian Association for Regional Co- 
operation (SAARC) summit sche- 
duled in Dhaka in December and 
has saved him from a bilateral 
visit to Dhaka in the near future. 
Any such visit before the SAARC 
summit would have forced him to 
discuss the outstanding issues of 
dispute between India and Bangla- 
desh well before he was ready to do 


so. 

The highly successful visit, de- 
scribed by Ershad as “unique in the 
region's history," has earned Gandhi 
many friends in Bangladesh. 

Meanwhile, Pakistan President 
Zia-ul Haq, who had earlier decided 
to despatch his Foreign Minister 
Sahibzada Yaqub Ali Khan to 
Bangladesh, has decided to come 
himself. A separate plane-load of re- 
lief goods will accompany him. While 
the gesture of goodwill will be well 
taken, the limelight has already 


‘been stolen by Gandhi, whose diplo- 


matic coup would be difficult to 
match. 





hand, finds itself doctrinally obliged 
to go to the barricades over the entire 
corpus of shariah law a source of 
endless potential conflict with secu- 
lar authorities. So far the traditional- 
ist NU has had no trouble embracing 
Pancasila in its charter, while the 
reformist Muhammadiyah is still hold- 
ing out to see how the Ormas bill 
will be applied during the two years 
alotted for its implementation by all 
mass organisations. Similarly, the 
nationwide Muslim students union 
bowed to pressure from its conserva- 
tive alumni members and altered its 
bylaws, in accordance with the new 
bill. But the change triggered the sec- 
ession of several campus chapters and 
the resignation of the national chair- 
man 

Such travails illustrate the dilemma 
the bill poses to Islamic groups. Al- 
though most have long since made 
their peace with Pancasila as a state 
creed, to adopt it in lieu of religion as 
an organisational foundation under- 
mines the groups' credibility at the 
grassroots level. In the universities, in 
the villages or in urban working elass 
warrens, youthful adherents to the 
worldwide “Islamic revival" could be 
disillusioned by the old standby or- 
ganisations’ forced acceptance of а 
non-religious ideological basis. And if 
Muslim youth should turn away from 
organised Islam, some leaders fear, 
their aspirations could only find ex- 
pression through the sorts of amorph- 
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“simplification” — to ratify the char- 
ter change. 
At the congress, arch-accom- 


modationist politician John Naro 
emerged from the infighting as party 
chairman. But it was not long be- 
fore new rifts appeared, as erstwhile 
Naro backers started sniping at the 
legitimacy of some of the by-law 
changes he had shepherded through 
the congress. Piqued, Naro demanded 
the ouster of two of his critics from the 
party and its parliamentary faction. 
The PPP's faction leader in parlia- 
ment, Sudardji, retaliated by shuffl- 
ing the line-up of the party's legislat- 
ors to the near-total exclusion of Naro 
loyalists. 


ith rival camps controlling its 
W parliamentary faction and 
party headquarters, the PPP 
looked stymied for good. The govern- 


_ ment-backed party, Golkar — headed 


by the influential chairman of the 
State Secretariat, Sudharmono — 
Stood to gain the most from the PPP's 
disarray, potentially boosting its vote 
count to nearly a clean Sweep in na- 
tional elections. The prospect of Gol- 
kar's consolidating such a power base 


. Worried Sudharmono's political rivals 


as much as it did civil libertarians. 

Even top-level generals lent their 
weight to the behind-the-scenes sal- 
vage operation on the PPP's behalf. 
Meanwhile, in a more overt peace bid, 
Home Minister Supardjo Rustam 
brought representatives of the two 
PPP wings together last month to 
propose a compromise that amounted 
to a return to the status quo ante. So 
far, though, Sudardji has balked, shed- 
ding doubt on Supardjo's hopes of re- 
solving the dispute by the end of the 
fasting month of Ramadan on 20 June, 
when all quarrels are traditionally 
patched up. 

"It's a sorry commentary on what 
has become of Pancasila in the govern- 
ment's hands," observes a once-promi- 
nent New Order politician. For an 
ideology grounded in compromise and 
mutual accommodation, Pancasila now 
finds itself sowing a legacy of dissent. 
To enforce Pancasila with police power 
is a contradiction in terms, he con- 


‘cluded. п 
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Сапаһ! апа Jayewardene agree on need for action but give ~ 
no indication what either side is actually going to do 


By Mohan Ram in New Delhi 


P resident Junius Jayéwardene of Sri 
Lanka and Indian Prime Minister 
Rajiv Gandhi have agreed on the need 
for "immediate steps" to defuse the 
explosive situation and to create the 
climate for a political solution of the 
Tamil-Sinhalese ethnic conflict within 
the framework of unity and integrity. 
Sri Lanka and India, the relations of 
which are severely strained by the con- 
flict, have also agreed that "all forms 
of violence should abate and finally 
cease," and that every effort will be 
made to restore normalcy in Sri 
Lanka's Northern and Eastern pro- 
vinces so that Tamils who have fled to 
India can return home. 

But, at the end of a hurriedly ar- 
ranged summit here on 2 and 3 June. 





there was no indication of what “im- ` 


mediate steps" were to be taken by 
either side or any formula for the “dur- 
able solution” to which both sides are 
pledged. India’s effort at the summit 
was aimed at dispelling any Sri Lan- 
kan apprehension that it had opted for 
a confrontationist Stance towards its 
southern neighbour. 

On the other side, Sri Lanka made it 
clear it wanted India's cooperation in 
restraining the Tamil guerillas operat- 
ing from bases in India’s southern state 
of Tamil Nadu, even if it is not willing 
to detain or deport them. Sri Lanka has 
made it clear it feels India has not been 
categorical enough in condemning the 
secessionist and guerilla terrorism. 











A convincing way of doing this 
would be for India to accept the long- 
standing Sri Lankan proposal for joint 
naval patrolling of the Palk Straits be- 
tween the two countries. India’s posi- 
tion on this point at the summit is not 
known. But by agreeing to the need to 
end all forms of violence, India came 
close to an explicit disapproval of 
Tamil guerilla violence, which should 
help to subdue the guerilla groups 
based in Madras. 

What did not emerge from the meet- 
ing, however, was a possible sequence 
of measures towards normalcy. Before 
the summit, India had favoured im- 
mediate suspension of all military op- 
erations in Sri Lanka’s Northern and 
Eastern provinces and, in response to 
such a unilateral gesture, dis- 
continuance of the insurgency 
by the guerillas. 

This, in the Indian scenario, 
could be followed by release of 
political prisoners and an 
amnesty for guerillas. Then, in 
a new dialogue to be initiated, 
not only the moderate Tamil 
United Liberation Front, the 
sole Tamil representative in 
past negotiations, but some of 
the guerilla groups also should 
participate. India also believes 
the concessions should go 
beyond the district councils 
Jayewardene had been pre- 
pared to offer and only auton- 
omy for the Tamil provinces 
within a united Sri Lanka 
could provide a lasting solu- 
tion. 

Jayewardene's next move is a 
matter for speculation. After 
the New Delhi talks, he only 
reiterated his offer of a general 
amnesty to the guerillas if they 
laid down their arms uncondi- 
tionally, with no change in his stand on 
political concessions. 

There is little doubt, however, that 
Jayewardene is under heavy political 
pressure at home to defuse the situa- 
tion and seek a political solution. Last 
December when Gandhi first 
suggested a summit, Jayewardene 
turned it down. But the situation on 
the ground has changed since then. 

Tamil guerilla attacks on Sinhala 
communities beyond their traditional 
confines has brought sharp criticism of 
Jayewardene's policy. His unstated at- 
tempt at a military solution appears to 
have failed, so any Indian cooperation 
in overcoming his immediate problem 
will now be welcome. п 
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Top cover for top people: 
IAPA provides Travel Accident Insurance 
up to exceptional levels for members 
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Lloyd's, London 





US$1,200,000 increasing to US$1,500,000 


As a busy traveller, the quality of 
your travel accident insurance is a 
vital concern. At IAPA we understand 
traveller's needs, and have negotiated 
year-round worldwide cover for 
members with higher limits than are 
generally available, through certain 
underwriters at Lloyd's, in the City of 
London. 

In your first year, you can select 
cover up to US$1,200,000. An annual 
renewal bonus pushes this up, with no 
increase in cost to you, after three 
years by 25% to a full US$1,500,000. 
The scope of the cover includes 
dismemberment, hospital 
confinement and disability benefits, 
and you are protected whenever and 
wherever you travel as a ticketed 
and/or fare-paying passenger by air, 
land or water via transportation 
operated as a licensed common 
carrier. 


Practical to the prestigious. 

When you join IAPA, you select 
from six levels of membership 
depending on how much insurance 
cover you require, from US$50,000 up 
to US$1,200,000. Whichever level you 
choose, you will enjoy, for the same 
all inclusive fee, all the other 
advantages shared by our worldwide 
membership. 

The many practical benefits 
include substantial savings on car 


rentals and hotel accommodation at 
thousands of participating locations 
in over 100 countries. With savings 
from these sources alone, you can 
Soon recoup your annual fee. We also 
take many worries away from travel 
with BAG-GUARD' , our worldwide 
luggage protection and recovery 
service. 


The oldest, largest, most 
influential travellers association 

Not least important when you 
join IAPA, you will share the prestige 
of carrying and presenting the blue 
and gold card of the oldest, largest 
and most influential world travellers' 
association. Our opinions and 
representations on your behalf count 
where it matters: in carriers’ 
boardrooms, airport administrations, 
official bureaux. Our campaigns — for 
greater safety, convenience, comfort, 
lower fares — are reported to you with 
other travel news in our newsletter 
APACE” and FIRST CLASS” our 
colour magazine. 


Six International Centres. 

Join now, and your stature will 
grow with that of IAPA. We have 
added new centres in Rotterdam and 
Berlin to Dallas, London, Hong Kong 
and Panama to meet members' needs 
better than ever. Complete the coupon 
and post now! 


Satisfaction guaranteed. 
Should you for any reason be 
less than 100% satisfied, we 


undertake to refund your subscription 
in full 
PET tie o > TN 
| CZI INTERNATIONAL AIRLINE 
E14 PASSENGERS ASSOCIATION 
Post this coupon for more information to 


26 Harbour Road, Hong Kong 


4308 China Resources Building | 
Tel: 5-8937011 Telex: 70898 IAPAL HX | 


or to any one of the offices listed be 


Please rush details of IAPA 
membership and travel insurance 


(Please print or simply attach your name 
card to this coupon.) 


Surname Mr/Mrs/Ms 


Address 





Country | 


Tel. No | 


| 
| 
| 
| 
| 
| 
| Forename(s) 
| 
| 
| 
| 
| 
| 
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LONDON P.O. Box 113, London SW1P 1DF, England, Tel: 8285841, Tix: 8813743 IAPA G. DALLAS P.O. Box 660074, Dallas, Texas, 75266 9966 
USA., Tel: 214 438 8100, Tix: 792962 IAPA IRVG. PANAMA Р.О. Box 3666, Balboa, Ancon, Rep. of Panama, Tel: 64 2552, Tix: 3192 IAPA PG 
ROTTERDAM IAPA Management B.V. Р.О. Box 714, 3000 AS Rotterdam, Netherlands, Tel: Rotterdam 333 777, Tix: 27238 IAPA NL BERLIN 
IAPA Fluggast Vertretungs-GmbH, Flughafen Tegel, 1000 Berlin 51, Germany, Tel: Berlin 41012846, Tix: 186345 IAPA D APA 1984 
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When you fly to the U.S.A., Middle East 
or Europe, what would you like most from an airline? 
An airline flying the world’s most popular aircraft, the B-747 
with a First Class service that offers you a choice of a comfortable seat 
plus a full length bed upstairs or a stretch out recliner seat? 


A gourmet menu that offers you a choice from seven Asian and Continental entrées, 


of course, complemented by a selection of fine Champagnes, wines 
and spirits? State-of-the-art inflight entertainment? 
A private pre-boarding lounge for last minute business transactions? 

Or a Business Class in its own private cabin, where you're no more than 
one seat from the aisle? A choice of four entrées, complementary wines, spirits 
and entertainment? True Business Class standards at only a full Economy fare? 

And the added touch of warm and gracious Filipino hospitality? 
Philippine Airlines' First Class, and Mabuhay Class offer all this and more, 
with the friendly Filipino charm renowned throughout the world. 

Next time you fly long haul 


geo e 
discover why everything’ right here. Philippine 


Everything’ right here or 
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DID YOUR 
COMPANY 
MAKE THE 

‘REVIEW 600? 


One of the best ways to mea- 
sure the dynamic quality of a 
publication is to examine the 
quantity and quality of the ad- 
vertising pages it carries. Last 
year, when many publications 
were struggling to maintain 
advertising volume, the Re- 
view carried more advertising 
than at any time in its 39-year 
history. 

























More than 600 companies 
from every corner of the globe 
selected the Far Eastern Eco- 
nomic Review to promote their 
message representing every 
major category of industry in- 
cluding banking & finance, 
travel, high technology, con- 
struction & engineering, li- 
quor, office equipment, luxury 
products and many, many 
more. 














As the world's premier publi- 
cation on Asian affairs, the 
Review delivers top decision 
makers in business, industry, 
government and the profes- 
sions more cost effectively 
than any other publication in 
Asia. 










The best of the East with the best of the West. 


Lido Hotel Beijing, where the most modern comforts combine 
with the ageless traditions of warm hospitality. Amid the splendours 
of ancient China, discover the friendly, efficient service of the "80s. 





















* Only IS minutes from Tian'anmen Square and 
20 minutes from Beijing International Airport. 


* 500 luxuriously-appointed guest rooms and suites. 
* Superb international cuisine. 


* On-line computerised advance reservations system 
for guest convenience. . 






To reach the elite, join the elite 
by advertising in the Far East- 
ern Economic Review and join 
the Review 600. 







For reservations, please contact 
your travel agent or the Hong Kong Reservations Office, 
Room 3304 Bank of America Tower, 12 Harcourt Road, Hong Kong. 
Tel: 5-236263. Telex: 73010 EDNA HX. Cable: EDNA SHIP. 


T 
Management services provided by Хобдоу Inn 


International - Asia/Pacific 


Holiday Inn Hotels in Asia 
Bombay * Colombo * Golden Mile Hong Kong * Harbour View Hong Kong * Islamabad * Johor Bahru 
Kanazawa * Inn On The Park Kuala Lumpur * Karachi * Kuching * Kyoto * Manila * Nagasaki 
Nankai-Osaka * Narita * Penang * Park View Singapore * Royal Singapore * Tokyo * Toyohashi • Yokohama 





For a composite of every ad- 
vertisement carried write, on 
your company letterhead, to: 










Ms. Elaine Goodwin 
General Sales Manager 

Far Eastern Economic Review Ltd 

GPO Box 160, Hong Kong 











































Ax the best is in the 
Peugeot 505. As one of 


the earliest manufacturers of 
Automobiles, Peugeot spent 
years in research and develop- 
ment ...... producing depend- 
able cars that generations 
have come to trust. And the 
Peugeot reputation grew. 
Today, the Peugeot name ts 
synonymous with comfort, 
safety, toughness and reliabi- 
lity — a reflection of the very 
best in a world of beautiful 
cars. 











Peugeot 505 — 
Blending charm 
with realism; 

refinement with 
efficiency. 
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37 3644 * Hong Kong (5) 242 3 
* Kuala Lumpur (03) 486 536 * London (01) 581 4217 

* USA & Canada (800) 457 5050 * Australia Std free (008) 222 448 

* Tokyo (03) 667 7744 


Shangri-La International: Singapore 7 


Shangri-La Singapore. Shangri-La Kuala Lumpur. Shangri-La Bangkok (( pe 


n Singapore where else 
hangri-La. 


A world of tropical tranquility, 
attentive yet never obtrusive service, 
warm welcomes and thoughtful 
touches. 

The Shangri-La, not necessarily 
the most expensive, simply the best. 

Come and enjoy the pleasures 
and comforts of one of the finest 
hotels in the world at affordable 
prices. 


$ Shangri-La hotel 


SINGAPORE 


\ SHANGRI-LA INTERNATIONAL HOTEL 


n 1986). Shangri-La Beijing (Open 1987) 











EXTINGUISH FIRES 





IN FIVE SECONDS 


Even before premises have been evacuated, Pyroforane automatically set 
extinguishing an outbreak of fire in the space of 5 seconds. 

Because of its instant, total flooding effect, with no risk to personnel and eq 
Pyroforane is particularly suitable for the protection of vital areas within buildings : 
- areas where items of high value are concentrated (computer rooms, museums, stro! 
- areas with essential functions (control rooms, telephone exchanges, tape stores, 
rooms...) 
- areas at high risk (solvent storage areas...). 


-------—--—-- - — 
To obtain complete information on Pyroforane 1301, send this coupon to Mr Larsen, ATOCHEM CHINA 
Road, Kowloon (Hongkong) or Mr Auvigne, ATOCHEM SOUTH E AST ASIA, 36 Robir Road 
Name 
Job function Company 
Address 
Tel 
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the instantaneous fire fighter 





Our cabin attendants make 
a point of staying up late. 
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у the n an overnigl ght is sleep 

But at Cathay Pacific we realise not evervone can sleep, or even wants to 

[hat's why on every longhaul flight we make sure there's alwavs someone there ti 
bring you a drink, make a snack, find an extra pillow or generally help 

make the night pass more comfortably 

It’s just another small way we try ti help everyone 
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Ву V. б. Kulkarni in Singapore 


Hz held unchallenged power | 
M В since 1959, Singapore's ruling Peo- | 


ple's Action Party (PAP) has felt so 
sure of itself that rarely has it 
backtracked from its major policies. 
The much-publicised recent cancella- 
tion of a scheme to give preferential 
treatment to the children of graduate 
mothers in‘primary school admissions 
has been seen by some as a sign of 
(changing times, while others have seen 
‘in it the influence of the second-gener- 
ation PAP ministers. 

However; the course of events since 
the policy's first announcement in Au- 
gust 1983 highlights the policymaking 

: process in the PAP. It also shows the 
‘limits within which the PAP will allow 








a “Instructions are handed 
| for their implementation. 
was at a National Day rally on 14 


August 1983 that Prime Minister Lee. 


Kuan Yew first voiced his concern 
about the trend of many university- 
educated women remaining unmarried 
and the possible impact this might 
have on the future of Singapore's 


population pattern. Lee indicated that. 


incentives would be needed to coax 
single, educated women to marry and 
have more than one child. 

Apparently, at that time, not many 
in the PAP — other than Lee's closest 
aides former first deputy prime minis- 
ter Goh Keng Swee and S. Rajaratnam, 
now a senior minister — were aware 
that this foreshadowed a major shift 
towards a selective pro-natal policy. 
The immediate justifications to Lee's 
announcement came from these two. 
The leadership. also anticipated the 
public wanting to have their say in 
suth a personal affair. And they were 
right; the controversy has still not 
died down despite the recent conces- 
sions. 

To allow the people to let off steam, 
the press began printing readers' let- 
ters іп August-September 1983, most 
of which were highly critical of the 
theory behind the policy. Apart from 
the rank elitist slant of the policy, 
readers questioned the scientifically 
dubious theory that smart people pro- 
duced smart children. Among the most 
vehement protesters were the very 
educated elite who would stand to 
benefit from the policy. In support of 
Lee's position, the newspapers printed 

; articles giving selective evidence to 
prove that nature or inherited intelli- 
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While the government has backed away from its unpopular 
preference scheme, it had not given up its objective 
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gence played a major part in a person's 
make-up. 

The government, which makes a vir- 
tue of its own policy of “ruling firmly 
but fairly,” took the criticism in its 
stride; the readers’ debate died out by 
the end of 1983, anyway. But junior 
cabinet ministers faced the same ques- 


tions on their Sunday visits to their 


constituencies, The pat response of the 
ministers was that the debate had be- 
come unnecessarily emotional and 
people should not lose sight of the 
long-term danger of what Lee called 
“the lop-sided pattern of procreation,” 
a euphemism for the diminishing gene 
pool of the intelligentsia and the faster 
breeding of the poorer and lesser edu- 
cated population. 


y early last year the government 

began to play cupid. A new govern- 
ment office called the Social Develop- 
ment Unit was formed to bring unmar- 
ried graduates together in an attempt 
to lead them to the altar. Its seminars 
dwelt on the joys of marriage and 
parenthood, while Japanese experi- 
ence of marriage agencies and eom- 
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| had produced anxiety and re 
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schools to the children - 
mothers. The concession was is 
tended to children of women w 
attained certain standards in the 
eral Certificate of Education ‘A’ le 
examinations. Last May the 
ment also offered cash 
$$10,000 (US$4,515) to less 
wonien.if they underwent sterilis, 
after their second child. 
This move rekindled the contr 
and some backbench MPs began 
ing their dissent against such ut 
lar elitism. But the government di 
budge. Instead, it made its fam 
claim that it was not afraid of folii 
ing unpopular but correct ре 
an election year. In a Novembe 
TV appearance, Lee stated sore 
principles of good government: i 
clear policy signals to’ the ребрі 
not go for soft options to win popu. 
ity, but strive to win respect; be cons) 
tent and do not chop and ch ч 
All these principles were being di 
played over the graduate gene poo 
licy, but the people did not appe 
appreciate the governmen 
stand when it came to the geni 
tion last December when the. 
popular vote was reduced by 13% 
it lost two seats. Analysts were à 
that this was in large part re 
graduate mothers controversy. 
Early this year, à large gathi 
pro-PÀP community worker 
basted the newly appointed F 
uty Prime Minister Goh Chok” 
the party's unpopular poli 
high-handed attitude to the p 
Although Lee was not named, } 
clearly the indirect target of ti 
cism. A chastened PAP did a quick t 
think and decided to cut its Ic 
March, Education Minister 
told parliament that the ed 
priority for children of g 
mothers would be reviewed because 









































































among Singaporeans and it л 
likely to encourage the educate 
have more children. In May the sche 
was officially abandoned. 

All the same, PAP pul a b 
face on it. PAP MP Ow Chin Ho 
early critic of the priority 
explained in parliament: “The 
should not see [the decision] as th 
ernment backing down in the f 
public pressure. What it means 
we have a government that is pre 
to change when changes are nec 

The implicit message was the 
ment's philosophy was not 
had merely changed its tactics 
bly opting for a softer sell. The 
Development Unit, which 
$$500,000 in 1984 and arranged 
two marriages, will continue in 
match-making business, while 
cash grant for the poor who 
sterilisation will continue. 



































By Kedar Man Singh in Kathmandu 

ollowing the resignations of For- 
| eign Minister Padma Bahadur 
Khatri and Assistant Home Minister 
amdhyan Raya on “health grounds,” 
epal's Prime Minister Lokendra 
Bahadur Chand has revamped his 
cabinet. The cabinet reshuffle took 
place after negotiations with an oppo- 
sition group led by former prime 
ninister Surya Bahadur Thapa (ousted 
by Chand with a no-confidence vote) 
failed. 

| Chand is understood to have con- 
ducted the negotiations himself and 
offered the group four cabinet 
portfolios — education and culture, 
health, agriculture and local supply. 
The Thapa group, however, demanded 
major portfolios including home af- 
fairs, panchayat and local develop- 
"ment and commerce and industry, 
"They also wanted Chand to drop at 
least three of his ministers including 
“Padma Sunder .Lawate, Prakash 
Chandra Lohani and Jog Meher 
Shrestha. Chand refused. 
_ The reshuffle was also carried out 
- With a view to national elections due in 
Мау 1986 as well as a series of immi- 
nent strikes and non-cooperative 
ovements by opposition fronts inside 
e National Panchayat (Nepal's par- 
less council system of government). 
e Chand government will face for- 
midable challenges from the outlawed 
epali Congress Party's Satyagraha 
vil disobedience) movement in the 
immediate future, strongly supported 
by the banned pro-Soviet Nepal Com- 
munist faction. If he survives, he will 


m 


- then face a turbulent House in the be- 
| ginning of June, in which all major op- 
` position groups — led by Thapa, Shree 
Bhadra Sharma and Damber Narayan 
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King Birendra; Chand; Lawate; Shrestha: formidable challenges. 


Girding his loins 
7 After negotiations with an opposition group, the prime minister 
reshuffles his cabinet in a bid to protect his back 


Yadav — will combine to try and top- 
ple Chand with a vote of no confidence. 

The Nepali Congress has submitted a 
petition, with more than 300,000 sig- 
natures garnered from 50 of Nepal's 75 
districts, asking King Birendra to look 
into their grievances. 

One of the significant features of the 
cabinet reshuffle is the appointment of 
Randhir Subba as foreign minister. 
Subba, a pro-British and anti-com- 
munist advocate who represents the 
conservative wing in the National Pan- 
chayat, was a minister of law, educa- 
tion, health, local self-government, in- 
dustry and commerce at various times 
during the term of the 1958 interim 
government headed by Gen. Subarna 
Shumsher Rana. He was appointed 
vice-chancellor of Nepal's first univer- 
sity (Tribuwan) in 1960 and served as 
ambassador to China from 1963-71. 


ubba's induction as foreign minis- 
S and education and cultural af- 
fairs minister has drawn a sharp re- 
sponse from the pro-Soviet lobby in 
Kathmandu — he has strongly criti- 
ciséd the Kremlin for the invasion of 
Afghanistan. Already,  pro-Soviet 
newspapers, fearing Nepalese support 
for the West in the 40th United Nations 
General Assembly, have warned the 
Chand government of having to pay a 
heavy price for deviating from Nepal's 
non-aligned foreign policy. 

In reality, however, the foreign 
minister’does not formulate Nepal's 
foreign policy, he is directly "guided" 
by the king. Subba is expected to de- 
vote most of his time to the education 
and cultural affairs portfolio and at- 
tempt to resolve the prolonged dispute 
with the 62,000 school teachers' non- 
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cooperation movement which is de- 
manding the right for a professional 
union and job security as well as 
changes to university-level education. 

Another significant change in the 
cabinet is the handing over of the 
home affairs portfolio to Shrestha, 
considered as the “crisis manager” and 
a great strategist in panchayat polities. 
Shrestha served as home minister dur- 
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ing the referendum in 1980 and was in- 
strumental in the success of the pan- 
chayat system over a multi-party sys- 
tem. Chand hopes Shrestha will deal 
with the threat posed by the multi- 
party leaders and panchayat critics, as 
well as face-off Chand's nearest politi- 
cal foe, Thapa. 

Shrestha has already tactically 
handled the “Nepal Bandh” general 
strike crisis posed by the leftist All 
Nepal Free Students Association on 19 
May but faces another test with the 
Satyagraha. Shrestha succeeded La- 
wate who was given the industry and 
communications portfolios. The No. 2 
man in the cabinet Rudra Prasad Giri 
lost his communications portfolio but 
retains the health portfolio. 

Staunch supporters of Chand such 
as Water Resources Minister 
Pashupati Shumsher Rana, Transport 
and Public Works Minister Harish 
Chand Mahat, Agriculture Minister 
Hem Bahadur Malla, Finance Minister 
Lohani and Commerce Minister Parsu 
Narayan Chaudhary retained their 
portfolios. The Minister for Education 
and Culture Fateh Singh Tharu and 
Minister for Supplies Hira Lal Bish- 
wakarma were dropped from the cabi- 
net and two new faces Damandhoj 
Chand and Satya Man Lama were in- 
ducted as assistant ministers for finance 
and communications respectively. 

The present cabinet revamp is prob- 
ably not the final act in the political 
drama of the panchayat system — 
Chand is expected to reshuffle his 
cabinet again soon after the budget 
session of the National Panchayat in 
August. Critics say, however, that 
cosmetic changes in the cabinet are not 
likely to help Chand retain his grip on 
the panchayat system. Ё 









As you can see, 

Prima Business Class is 
anything but ‘typical’. 

In fact, it invites 


airlines’ First Class — 
especially in terms of its 


location. Right up at the front of our Boeing 


747s. With only seven rows of extra-wide 
seats, two abreast, and all the on-board 

room you could wish for. 
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[PF ver since the restoration of latter- 
We day Sino-US military relations, the 
05 has favoured assisting Chinese 
‘military modernisation. The reasons 
have been an appreciation of the utility 
of military technology transfers for in- 
fluencing Sino-US relations; anti- 
.Sovietism; and near-term agnosticism 
'asto what Chinese military technology 
desires are. By 1985, a juncture has 
been reached. China has sufficient 
funds, has decided to go ahead with an 
arms supply relationship with the US, 
апа has determined which systems to 
purchase. On the US side, the Taiwan 
arms-sale issue has been set aside and 
the president has been convinced of the 
desirability of a military relationship 
China. The general atmosphere of 
0-US relations is thus good. 
In the six years from 1979, China has 
hown a reasonably good rate of mili- 
modernisation, and foreign obser- 
have replaced their previously low 
nd somewhat disparaging evaluation 
Chinese military capabilities with 
grudging respect and even admiration 
for the new power of the People's Lib- 
eration Army. The question remains, 
owever: against whom and where is 
‘China preparing to fight? The quick 
answers are against the Soviet Union 
"and in China itself. But Peking itself 
has downgraded the likelihood of 
Soviet attack and has, correspond- 
ingly, stretched out preparation time 
against Red Army attack. Moreover, 
e probability of Chinese-induced 
war elsewhere on its borders is also 
comparatively small, whether one 
speaks of India, Korea, Vietnam, or 
against Taiwan. 
_ If China is thus unlikely to enter into 
Га conventional war anywhere, it can 
ake its time in military modernisa- 
tion, and that seems to be the current 
and likely future course for Chinese 
policy. China can thus afford to be 
thoosy about where and how it pur- 
ases conventional military systems 
ind technologies. In the nuclear 
"Strategic arenas, the situation is dif- 
ferent. There, costs are very high 
‘in terms of technology, infrastruc- 
ture, communications and educa- 
tion. 
_ The trick is to avoid Soviet nuclear 
blackmail, on the one hand, and not 
‘to put too many resources into the 
nuclear build-up, on the other. On bal- 
ce, it is likely that the nuclear 
ategic realm will take an increasing 
‘share of the military budget. China 
. must also not alienate the US by put- 
` ting too much emphasis on missiles 








































| Joosting China's military: | 
lessons for Washington 


that can reach North America. There 
are advantages as well to China in 
strategic force modernisation: pre- 
stige, cost-effectiveness in deterring 
the Soviets, and enhanced confidence 
and activism in Asian and global inter- 
national affairs. 

By the turn of this century, China 
will have militarily modernised itself 
in every department, This is due not 
merely to the unexpectedly good re- 
sults of the recent economic reforms 
but to the availability of foreign mili- 
tary assistance, particularly from the 
US. The Chinese can thus leap-frog 
technological levels and even look for- 
ward to penetrating such barriers as 
Cocom prohibitions against transfers 
and sales in the "offensive" weapons 
arena. 

What are the implications of a China 
relatively fully modernised militarily? 
Perhaps most importantly, as China 
increases its military might and econo- 
mic power over the next two decades, it 
will probably gradually alter its 
foreign policy towards deliberate par- 
ticipation in places and issues ever 
farther from its borders and will mod- 
ify its range of national interests ac- 
cordingly. China will not merely seek 
equality with the superpowers, but 
will assertively demonstrate its power 
beyond legitimately defensive pur- 
poses. 


t will therefore greatly alter the Asian 

military balance of power, introduce 
a new and destabilising element in 
more distant places, and become a 
component in its own right in the 
global strategic equation. Since the US 
will beat least partially responsible for 
these changes, the policy questions for 
Washington are: what kind of Asian 
security future does the US want; what 
resources is Washington willing to ex- 
pend; and is assisting Chinese military 
modernisation good for the US (to say 
nothing of its Asian allies) in the long 
run? Since China will modernise itself 
militarily in any case, the US must 
utilise what instruments it has, eschew 
laissez faire, and exercise leadership: 

The US can do several things. First, 
it can help other Asian countries be- 
come dynamic elements in the new 


Thomas Robinson, who teaches inter- 
national relations at Georgetown Uni- 
versity, is a specialist on Sino-Soviet af- 
fairs. 
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Asian balance of power. This means 
promoting the Japanese military 
build-up; encouraging China and 
Japan to work together; moving to- 
wards a German solution (of cross-rec- 
ognition) on the Korean peninsula; 
aid rapprochement between China 
and India; entering into a closer work- 
ing relationship with Asean; and be- 
ginning the process of improving rela- 
tions with Vietnam. The US must also 
prepare for other relevant changes in 
Chinese military and foreign policy. 
Reduction of Sino-Soviet tension (the 
product of greater military equality 
between Moscow and Peking) will re- 
direct Chinese power from its present 
Siberian-Central Asian orientation 
outward to Northeast, Southeast, and 
South Asia. When that happens, China 
will become a disturbing influence in 
Asia, and the US must be ready to ab- 
sorb and dissipate that impetus. 

A second change concerns Taiwan. 
In the medium run, the US can afford 
the contradictory policy of arming 
mainland and  nationalist China 
against each other. In the long run, 
however, Washington must work to 
avoid having to choose between the 
equally unpalatable alternatives of de- 
fending Taiwan by force or giving up 
the island altogether. It may be better 
for the US to re-enter the situation 
diplomatically, using its technology 
transfer-induced influence in Peking, 
as well as its military sales-induced in- 
fluence in Taipei, as policy instru- 
ments to encourage reconciliation be- 
tween the two Chinese parties. 

The US can also reconsider its own 
military strength and strategy in Asia. 
This means restoring the dangerously 
skewed Soviet-American naval bal- 
ance in the Northwest Pacific by send- 
ing out at least one additional carrier 
task force; enhancing the US air arm in 
and around South Korea; increasing 
its ground force.readiness and re- 
sponse time for the South Korean con- 
tingency; and finding an effective and 
not politically destabilising counter to 
Soviet SS-20 missiles in Siberia. The 
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latter probably means sea-based 
cruise missiles rather than land (i.e., 
South Korea)-based Pershing 115. 

The broader danger is that, by help- 
ing to modernise China militarily as a 
means of assisting in its own arms 
competition with the Soviet Union, 
Washington will have helped to create 
a new and very strong opponent in 
Asia and in the global strategic equa- 
tion 

What needs to be done, therefore, in 
American defence policy, arms con- 
trol, and military sales and technology 
transfer to China? As concerns defence 
policy, is there any way to escape the 
disastrous outcome of creating an 
Asian superpower opponent? Obvi- 
ously, the US must continue its own 
still too modest force modernisation 
and deployments in Asia against the 
Soviet Union. These should not con- 
cern China, but eventually Washing- 
ton must worry about strong regional 
Chinese military capabilities and 
about the prospect of US-sponsored 
Asian arms race between China and 
the US' two most important allies 
there, Japan and South Korea. The 
only way out of this dilemma is dip- 
lomatic: fostering good relations be- 
tween China and Washington's Asian 
allies; continuing to support Chinese 
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of space, friendly people. . 
city, has everything you want 
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€ There is no reason why ties in 
non-military areas cannot be... 
cut if China acts against 
American security interests. 9 
pao op n d 


economic modernisation; seeking sol- 
utions to disputes between China and 
its neighbours, rather than ignoring 
them and engaging in a dialogue with 
China on all these problems. 


n the arms control arena, it seems 

the time has arrived to bring the 
Chinese into overall discussions. First 
there should be specific Sino-US talks 
on the overall Asian military balance 
of power, on how to prevent emergence 
of a vicious circle in Sino-US relations, 
and on how to avoid mutual nuclear 


threats against each other's home- 
lands. Secondly, China should be 


brought into selective aspects of 
Soviet-US arms control talks. Already 
China is a virtual third party at the 
table. No overall nuclear arms control 
agreement is possible without taking 
into consideration the Chinese deter- 
rent and China’s reactions to bilateral 
US-Soviet agreements 

As concerns US military sales and 
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technology transfers to Chii 
much leverage does the US re 
Since the US appears to have 
political linkage with regar 
400 end-use items, what 
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that sales and transfers beyor 
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Mujahideen guerillas: holding Soviet prisoners. 
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- Death of Soviet prisoners in an ex 


By Husain Haqqani in Peshawar 


| т Afghan resistance is believed to 
have at least 50, and possibly 200, 
— Soviet prisoners at various camps in- 
Side Afghanistan, but neither Pakis- 
tani officials nor mujahideen spokes- 
_ men admit to holding Soviet prisoners 
n Pakistan itself. The death of 12 cap- 
- tive Soviets in blasts at a refugee camp 
near Peshawar on 26-27 April led to a 
- diplomatic row between Islamabad 
- and Moscow. 
—. Outgoing Soviet Ambassador Vitaly 
- Smirnov held Pakistan responsible for 
| the “killing of Soviet soldiers captured 


Ta 


_ By Hamish McDonald in Sydney 


| Dro-Western governments in the 
= western Pacific are watching un- 
{ ба sily as a fishing rights agreement, 
brought closer by negotiations in 
Singapore late last month between 
iribati Minister of Natural Re- 
[| Sources Babera Kirata and Soviet of- 
ficials, could result in only Soviet 
pats having the right to fish in 
ibati's 200-mile exclusive econo- 
ic zone (EEZ). Some regional gov- 
ments are concerned that once 
‘this was established, the Soviets 
puld be angling for shore facilities 
id possibly the right to fly in ex- 
hange crews. 
. Both the Australian and New Zea- 






Moscow's wrath 


| plosion at a refugee 
_ camp inside Pakistan embarrasses Islamabad 


by Afghan bandits” and lodged a for- 
mal complaint. Smirnov told newsmen 
he was not particularly concerned 
about the incident's damage to Soviet- 
Pakistan relations because, in his view, 
relations were already “at an all-time 
low.” Soviet media and Radio Kabul 
gave exaggerated reports of the fight- 
ing at Zangali refugee camp outside 
Badaber, 25 km south of Peshawar. in 
which Soviet prisoners took over a 
mujahideen ammunition dump in an 
escape bid and were subsequently 
blown up. 


iribati rises to the bait of a Soviet fishing rights agreement 
_ despite warnings from Sydney and Wellington 


land governments have urged the 
Kiribati Government of President 
Ieremia Tabai to be cautious. Neither 
is in a position to tell Kiribati not to 
go ahead, however. Both have al- 
lowed Soviet fishing boats into their 
own economic zones for many years, 
and at one stage (before sanctions 
over Afghanistan intervened), Aus- 
tralia was discussing a Soviet repair 
base in Tasmania. 

But the Kiribati agreement would 
give the Soviet Union its first access 
to the EEZ of any of the recently in- 
dependent small nations of the 
Pacific, all of them thin in resources 
and diplomatic experience. "There is 
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Zangali refugee camp 
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REVIEW MAP by Frank Тат 

The Soviets alleged the prisoners 
were killed by regular Pakistani troops 
after mujahideen leaders failed to 
negotiate their surrender Radio 
Kabul even changed the location of the 
incident, alleging it took place in 
Adamkhel, an area inhabited by Afridi 
tribesmen who for some time have 
been targets of Kabul's appeals to 
Pathan nationalism. 

"The Soviets are clearly using the in- 
cident to increase pressure on Pakis- 
tan," said a Pakistani official "By ac- 
cusing us of complicity in [the] death of 
Soviet soldiers, Moscow is trying to 


no suggestion from the Australian 
Government that Kiribati would be 
doing the wrong thing in going ahead 
with the agreement," one official in 
Canberra said. “But we have tried to 
point out that other governments 
which have had associations with the 
Soviet Union have often regretted it 
not long after. We have suggested 
that surveillance would be quite an 
important aspect that Kiribati would 
need to look at.” 

Japanese sources said Australia’s 
Foreign Affairs Department had 
asked through the Japanese Embassy 
in Canberra whether Japan could 
pre-empt the Soviet Union with a 
counter-offer, given its large domes- 
tic market for tuna which is the main 
fish stock around Kiribati. Austra- 
lian officials said their consultations 
with Japan did not go “to that ex- 
tent” but did not rule out such an in- 
terpretation on the Japanese side. 

Japan is already a large fishing 
presence off Kiribati, however, and 
such fishing arrangements are in the 
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© Soviet propaganda over the prison- 
ers came in the middle of what Western 
diplomats in Islamabad describe as a 
“disinformation” campaign to break 
the Pakistani consensus over Af: 
ghanistan. Extremist opposition 
politicians have been demanding di- 
rect negotiations with the Soviet- 
backed regime of Afghan President 
Babrak Karmal as a first step towards 
normal relations. They claim Pakistan 
has become too deeply involved in 
an anti-Soviet power play. 

` Pakistan, officially rejected the 
Soviet protests, saying there were no 
Soviet prisoners held by Afghans on 
Pakistani soil. The refugee camp ex- 
plosions were blamed on saboteurs of 
fhe Afghan communist secret police, 
Khad. ; 


he Zangali incident was embarrass- 

ing for Pakistan because it does not 
officially admit to the presence of 
Afghan mujahideen in Pakistan and 
claims it only extends humanitarian 
assistance to displaced Afghans. Ac- 
cording to reliable sources, the Pakis- 
tani Government called a high-level 
meeting of Afghan resistance leaders, 
officially recognised only as represen- 
tatives of refugee groups, and instruct- 
ed them to tighten their organisational 
structures. 

The Zangali camp is run by the 
Jamiat-e-Islami headed by Burhanud- 
din Rabbani — one of the largest re- 
sistance groups. The party espouses an 
Islamic fundamentalist ideology but is 
“pragmatic in tactics and maintains a 
moderate political posture.” In recent 
years it has also paid considerable at- 
tention to international opinion and 


recently. 
,000 this 


a ping fora better catch 
m Moscow. It is believe 





| ghanistan over the 


so near to Peshawar. 
at the Zangali camp revealed that 
security arrangements for the Soviets 
were not very tight and the 12 over- 
powered their sole sentry while other 
mujahideen at the camp weté attend- 
ing prayers on 26 April. É 

The Soviets took the sentry hostage 





dump on fire and the prisoners were 
killed in the resultant explosions, 
which continued for three to four 
hours and were witnessed by nearby 
villagers. Pakistani officials believe 
the escape attempt was assisted by 
Khad, suggesting the sentry might 
have been an accomplice. | 

Mujahideen. вау the incident will 
have no effect on.their policy of taking 
and holding Soviet prisoners. Most 
Soviet prisoners are held inside Af- 
ghanistan and are brought to Pakistan 
only for negotiations with foreign gov- 
ernments to accept defectors, or with 
the International Committee of the 
Red Cross (СЕС). ^ Е 

The ICRC refuses to give details of 
current negotiations over Soviet pri- 
soners, insisting the ‘talks are.confi- 
dential. One ICRC official pointed out: 
"In most. of these talks the only inter- 
locutors are the detaining authorities." 
The mujahideen admit to having as 
many as 200 Soviet prisoners but few 
details are available on the conditions 
under which they are held or the fate 





that awaits them. 


d for about US$3 million. | from. 
recent interview in Welling- | on 


ith Pacific Islands Monthly, 
said Kiribati was not attempt- 
lackmail the West into provid- 

i more aid, Earnings would replace 
of the US$8 million or so grant | 
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| At our Asian Banking Centers,” 


CITIBANK . 
ASIAN BANKING CE 


Welcome to Citibank, the we 
leading bank with more than $150 t 
lion assets. 


own Personal Citibanker will he 
select from a wide range of. 
products available at competitive 
terest rates to suit your needs. 
At any of our Centers located in 
pore, Hong Kong, San Frar 
Guam USA, there is no tax 
ing and no foreign exchange со 
Your account is kept in the st 
confidence. 
For more information please fill 
coupon or call us on any of our 
lines. 
* Singapore: One Shenton Way, Sing 2 
Fel: 224-8787. Telex: RS22462 CYPABC or oO 
Road, Yen San Building, Singapore 1923, Tel 73 
Telex: 527446 CIT ABC 
® Hong Kong: Lee Gardens 37 Hysan A 
Bay. Hong Kong. Tels 5-761390, T 
* San Francisco: Citicorp Center, 
Street, San Francisco, UA St) 
Tek: CES 627-4495, Telex: 2 
* Guam, USA: Citibank NA, 402 


F.F., Agana, Guam 96910. Tel; 467 1)47 7-088 
Telex: 6159 СТРК 











Please send me more information on: 
Û Asian Banking Center Singapore 
[1 Asian Banking Center Hong Kon 
Û Asian Banking Center San Francisco 
[1 Asian Banking Center Guam, USA 








Name: 
Address: 
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Washington may set up a permanent presence in Hanoi, 
giving isolated Vietnam a diplomatic boost 


By Nayan Chanda in Washington 


a United States has shown cau- 
tious interest in a proposal put for- 
ward by the Indonesian Foreign Minis- 
ter Mochtar Kusumaatmadja which 
seeks to accelerate the accounting of 
Americans Missing in Action (MIAs) in 
Vietnam and eventually create a better 
atmosphere for the resolution of the 
Cambodia problem. 

Informed sources told the REVIEW 
that while the United States is opposed 
to the setting up of an interest section 
in Hanoi — or to any other step imply- 
ing diplomatic recognition of Vietnam 
— it could consider stationing techni- 
cal personnel in Vietnam if it would ac- 
celerate MIA accounting. 

Such a step in resolving a purely 
bilateral issue is unlikely to be opposed 
by Asean. But the mere presence of 
some American personnel in Hanoi 
could be seen as a diplomatic gain for 
Vietnam. 

Mochtar's proposal, which de- 
veloped out of his visit to Hanoi in 
March, involves injection of a new ele- 
ment — US-Vietnam normalisation — 
to break the stalemate over the Cam- 
bodia issue. 

According to Mochtar, the idea has 
since been endorsed by Asean foreign 
ministers as well as Chinese Foreign 
Minister Wu Xueqian. Mochtar be- 
lieves that the time is now ripe for both 
Hanoi and Washington to take steps to 
resolve the nagging issue of MIAs and 
thus clear one obstacle to normalisa- 
tion of relations between the two. (The 
other obstacle is Vietnam's occupation 
of Cambodia.) 

In the improved atmosphere that 
would follow resolution of that issue, 
Mochtar believes, Hanoi would agree 
with Asean to undertake phased with- 
drawal of its troops and a political set- 
tlement. At a meeting in New York on 
13 May, Mochtar outlined his proposal 
to Paul Wolfowitz, the US Assistant 
Secretary of State for East Asian and 
Pacific Affairs. 

During a visit to Hanoi in March 
Mochtar discussed with Vietnamese 
Foreign Minister Nguyen Co Thach a 
package solution to the Cambodia 
problem involving normalisation of re- 
lations with the US. Mochtar refused 
to divulge the details of his package, 
but informed sources told the REVIEW 
that Mochtar proposed a process of 
US-Vietnam normalisation in syn- 
chronised steps beginning with the 
establishment of a US interest section 
in Hanoi and resolution of the MIA 
issue, along with a proposition so far 
turned down by Hanoi — the phased 
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Ma withdrawal from Cambo- 
ia. 

Mochtar's proposal was enthusiasti- 
cally endorsed by Thach and according 
to Mochtar, Premier Pham Van Dong 
called it a "breakthrough." The US, 
however, poured cold water on the idea 
when Mochtar first communicated it to 
Wolfowitz amd Under-Secretary of 
State for Political Affairs Michael Ar- 
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Mochtar; Thach; Dong: 
enthusiastic endorsement. 


macost during an unpubli- 
cised visit to the US in late 
April. 


S officials made it clear 
to Mochtar that nor- 
malisation would come at 
the end of the process rather 
than at the beginning and 












-7 | ing interest in the idea the US adminis- 


Mochtar takes a hand _ 


tration remains cautious about 
Mochtar's initiative. Informed sources 
say that feedback received from Asean 
capitals indicate only “lip service" and 
no serious commitment behind 
Mochtar's proposal. There is also 
doubt about the Vietnamese sincerity 
in making more than cosmetic conces- 
sions over Cambodia which, hitherto, 
have been rejected by Asean. 
However, despite the scepticism the 
US seems interested in pursuing the 
issue of MIAs — a subject close to the 
heart of President Ronald Reagan. 
Mochtar has been asked by the US to 
convey to Hanoi its interest in ac- 
celerating the resolution of the MIA 
issue. If the Vietnamese provide a com-- 
prehensive timetable for its search for 
MIAs and if long- 
term presence of 
US technical per- 
sonnel is deemed 
useful, the US 
would be interest- 
ed in stationing a 
small number of 
technicians in 
Hanoi. 
Washington 
would, however, 
make it clear that 
bilateral coopera- 
tion on this hu- 
manitarian issue 
would in no way 
imply diplomatic 
recognition or a 
softening of its 
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support for the 
Asean stand on 
Cambodia. 


Asked what the 
Vietnamese would 
gain from this 
arrangement, an 
administration 
source said that it 
would help to im- 
prove Vietnam's 
totally negative 
image in the US 
and may help Viet- 
nam to present this 





certainly not in a piecemeal 
fashion. Wolfowitz and Armacost also 
reportedly told Mochtar that Washing- 
ton could,not consider any proposal 
that was not endorsed by Asean as a 
whole, which at present is far from 
agreement. 

Mochtar said that in a meeting in 
Jakarta on 22 April that lasted till mid- 
night the Asean foreign ministers 
"reached a consensus" on the Indone- 
sian proposal. On 24 April Mochtar 
discussed his idea with Wu in Ban- 
dung. Wu reportedly told Mochtar that 
he was all for it as long as normalisa- 
tion came after the Vietnamese with- 
drawal and not before. 

Armed with those “endorsements” 
Mochtar returned to the US. He found 
the American reaction to the idea more 








as a diplomatic 
gain. “One can deny the Vietnamese 
the diplomatic recognition," said the 
source, "but one cannot stop them 
from presenting the purely humanita- 
rian contact as a step towards normali- 
sation." 

As a result of the talks held by a Na- 
tional Security Council official 
Richard Childress in Hanoi in Feb- 
ruary, the Vietnamese have agreed to a 
crash-site survey by a US technical 
team in June and it may be followed up 
by excavation with US assistance. The 
degree of Vietnamese cooperation in 
that operation would be seen, in the 
light of Mochtar's initiative, as indica- 
tive of Hanoi's interest in moving for- 
ward with Washington, at least in the 
limited issue of MIAs. п 
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Green light 
for business. 


North America, the Middle 
East: places where business is 
fundamental. 


From electric cables in 






























Jeddah to petrochemical engi- 
neering in New York, there's 
a billion opportunities. 

Banque Indosuez is in all the 
major countries in the Middle 
East. Al Bank Al Saudi Al Fransi, 
our affiliate, is among the fore- 
most banks in Saudi Arabia. 

And we're in all the major 
business centers in North 
America. With Banque Indosuez 
you've got the green light for 
business. 

Banque Indosuez, present in 
65 countries, opens up a whole 
world of opportunities. 
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In pursuit of profits 


Certain processes in high-tech industry call for an extra- 
ordinarily clean environment. So much so, that sometimes 
not even natures own untainted air is pure enough. 

This ts the story of how an advanced engineering com- 


pany called Atlas Copco helped a Welsh manufacturer of 


computer discs and tapes improve quality and cut costs. 
If you're concerned with company profits, this story could 
relate to you, too, no matter what industry you're in. 


THE SECRET OF BRYNMAWR’S 
CLEAN AIR. 


As you leave the haze of Newport’s 
industry behind, you can actually smell 
the air getting fresher for every mile you 
drive along the road that winds up to 
srynmawr. The name of the town is 
Welsh for "big hill", and it certainly 
deserves its name. Up here you'll find 
Control Data's only European plant for 
magnetic media. 

Why did a computer giant like 
Control Data choose this tiny hamlet 
perched on the edge of Wales' most stun- 
ning national park? 

The answer: the clean air. 

To appreciate this obsession with 
cleanliness, first you have to understand 
a little about computer technology. A 
magnetic disc used for storing informa- 
tion resembles an LP record. And, just 
like a record, a pick-up is used to tap the 
information on the disc. 

But there are two major differ- 
ences. A disc rotates at the impressive 
speed of 3,600 rpm. And the pick-up is 
flying, or rather, low-sniffing, only 0.3 
millionths of a meter above the disc's 
surface. 

Here comes the complication. 
An ordinary smoke particle is approxi- 








mately 0.5 millionths of a meter in dia- 
meter, or almost double the pick-up's 
flying altitude. If such a particle sticks 
to a disc in the Control Data plant, 
sooner or later it will crash into some 
client's pickup, which will shatter. 

So there simply better not be 

any smoke particles in Control Data's 
srynmawr plant. And no other for- 
eign particles, such as microscopic 
oil drops, either. 

Especially not in the plant’s 
6,000 square meters of clean 
rooms, where the air is thoroughly 
filtered and all personnel dress in surgi- 
cally sterile clothing. Here, about 300 
liters per second of compressed air are 
used in the production of 8,500 discs 
every day of the year. 

But doesn't compressed air imply 
a thin mist of oil? Couldn't these oil par 
ticles wipe out delicate pickups the 
same way smoke particles do? 

With an ordinary compressor, yes, 
of course. Oil contamination could 
swamp the whole company with custom- 
er complaints. 

That's why Control Data came to 
Atlas Copco. 

And here's the solution. 
The problem with ordinary 
compressors, like the one 
Control Data used to have, 
is lubricated compression 
chambers. What you get is 
oil-contaminated air in di- 
rect contact with your 
discs, if you have a plant 
like Control Data's. Or with 
your beer, in a brewery. Ot 
with your medicine, in a 
pharmaceutical company. 
Atlas Copco rotary screw 
compressors are machined 
to such fine tolerances that 
you run them with dry com- 
pression chambers. 

No lubrication, no 
oil contamination of the 
compressed air. 


















The engineers at È 
Atlas Copco had a remedy for this: 
a rotary screw compressor called ZR, 
machined to such fine tolerances that 
you run it without lubrication. And, 
no lubrication, no oil contamination. 

“The Atlas Copco ZR compressor 
was an easy choice,” says Phil Cornelius, 
Development Engineer atthe Brynmawr 
plant and the man responsible for the 
supply of compressed air. “Our electri- 
cally powered system also comprises an 
air dryer and an intercooler, and it all 
works very well?” 

But the most stunning facts about 
the Control Data installation — the econ- 
omy — are yet to come. 


Who is this Atlas Copco? 
By now you may be wondering, "What 
has all this got to do with me? I'm not 
even remotely concerned with the mag- 
netic media business.” 

A lot, we hope. Read on and see. 

Atlas Copco is one of the world’s 
leading companies in the field of com 
pressed air and hydraulics. But we're 
also active in other technical areas, such 
as electronics. 

The company sells its 3,000 prod- 
ucts and services to 250,000 registered 
customers in more than 120 countries. 
Our manufacturing and product devel- 
opment are spread over 16 countries. 
Invoiced sales in 1983 exceeded 
$1,000,000,000. 














ize production. 


much less energy than the 
one. £4,000 per annum, to be 
To say nothing of the 
pressor, which beats its prede 
by £14,000 each year 

AII in all, Phil Cornelii 
new Atlas Copco device ar 
energy costs by £20,000. Ever 
That's not bad for an investi 
£40,000. 


When you buy something fron 
a profitable solution to a proble 


costs or increase your income 

We don't pride ourselves 
ucts all on our own. They are 
Like in the case history you just 1 

Atlas Copco has 1 
Typical customers 
are industries involved in mechanical 
production, food processing, chemicals, 
pharmaceuticals, textiles, and electron- 
ics. Included in this group, of course, 
are building and construction contrac- 
tors and mine operators. 


own sales companies in 46 cour 
distributors, including direct 
ations, in another 80. All this 
up by over 400 service enter 
mechanics and spare supplies all 
the world 

So we're never mor: 
call away. 


Brynmawr plant 
and those impressive facts. 

Not only did the new equipment 
give Control Data peace of mind as far 
as production quality is concerned. It 
helped cut production costs dramatically. 

Heat is the unavoidable by-prod- 
| uct of compression. Up to 95% of the 
| energy used by an Atlas Copco station 
ary compressor can be recovered in the 
form of hot air or water. 
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| YES | would like to see for myself 
$ ifAtlasCopco could help me 
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Copco, you don't get a product. Y 


So together with Atlas ( 
in London, Phil Corneli 
signed a heat-recovery 
which today supplies the 1 
employee plant with half ‹ 
demand for domestic hot w 
This represents an annual ent 
saving worth some £2,000 
But this nly the t 
the iceberg 
[he new dryer cons 
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Your ticket to better profits 


aim is to help you cut your ope 


of close cox peratior with our custot 


ployees on five continents. We ha 
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ing developed our methods and | 


Mail this coupon to Atlas Copco Head 


| Development Engineer Phil Cornelius at 

the entrance to the clean rooms 
Here the air showers literally 
knock off smoke particles and 
other debris that might jeopard 


| quarters, $-105 23 Stockholm, Sweden 
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Stay ina suite at The Manila Hotel 
and well furnish you with a private car and 
chauffeur for unlimited, free use. 


_ Afterall,why should we treat you any 
different than General Douglas MacArthur, 
the Rockefellers or John Wayne? 


Most luxury hotels 
provide you with a first 
class place to stay. 

The Manila Hotel 
also provides you with a 
first class way to get 
around town. 

A personal car and 
chauffeur. 

Available free of 
charge to all guests 
checking into our suites 
at the full rate between 
January 1 and December 
31, 1985. 

The car and chauf- 
teur are for your un 
limited use during your 
entire stay with us — 
ever at your disposal 
trom the moment you 
arrive at Manila's new 
International Airport 
or at the hotel. 





For around town or 
even out of town. 

After you make suite 
reservations, simply 
make sure you reserve 
your personal car and 
chauffeur 48 hours prior 
to checking in and this 
latest, thoughtful Manila 
Hotel amenity will await 
you. Along with com- 
plete sports/ health 
facility, a garden-fringed 
outdoor pool with swim- 
in wet bar, 10 restaurants 
and cocktail lounges, 6 
orchestras, a comprehen- 
sive executive center, 
Manila's finest world- 
class entertainment and 
most spectacular setting 







right on Manila Bay. 

And a 70 year repu- 
tation for meeting the 
demanding standards of 
the world's most expe- 
rienced travelers — the 
titled, famous and 
powerful who have 
always expected the ulti- 
mate in personal 
attention. 

We feel you 
shouldn't expect any less. 
FOR RESERVATIONS 
Manila: Tel. 47-00-11 
Cable: MANILHOTEL 
Telex. ITT 40537 MHotel PM 
ETPI 63496 MHotel PN 
RCA 22479 MHC PN 
UTELL INTERNATIONAL 
LTD 
PAL DISTRICT 
SALES/ RESERVATIONS 
OFFICES WORLDWIDE 


There are perhaps a dozen incredible 
places you must see in the Orient 
One of them is a hotel 











Business 
Travels 
With 
The 
Review 


When it comes to reaching 
Asias frequent ^ business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 


At present most of the 
world's leading airlines with 
routes in Asia use the Far East- 
ет Economic Review regu- 
larly as a primary advertising 
medium. Why? The answer is 


simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1982/83 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to:— 


Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 





“Don't worry, 
the children loveKLM's 
- "bs Jet Lounge. 
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A know 
xt to tell them 


KLM certainly do their best to keep their younger passengers happy. 
With special attention for children travelling alone. 

Take for instance the fun-filled Junior Jet Lounge at Amsterdam 
Airport Schiphol. With the latest video games. Exciting films. And almost 
everythinga child could wish for. Our unaccompanied minors also get clear 
identification tickets. Plus personal attention on the ground. 

And in the air? Well, there are toys, books, and colouring crayons 
for our younger passengers. And on request a meal specially prepared just 
for them. But then it’s all part of KLM's award-winning service. — 4 
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The Reliable Airline KLM 


Royal Dutch Airlines 





FOUR REASONS WHY 
SORD IS THE FASTEST GROWING 
COMPUTER COMPANY 


IN JAPAN. 





1 M68. 8-bit/16-bit desktop system. 


Offers multiple operating systems and a CPU design which 


enables it to run both 16-bit and 8-bit software, including 
RM COBOL, BASIC, and all CP/M-based programs. Also 
supports Word Processor Il and PIPS, SORD's unique 
Pan Information Processing System, which integrates 
spreadsheet, data base, graphics, text processing and 
programming functions into one system 











2 M343SX. 16-bit multi-user system. 


Features multiple operating systems (including multi-user 
Concurrent DOS 3.1 and MS-DOS™ version 2.0), IBM 
terminal emulation and full language support (FORTRAN, 
LEVEL-II COBOL™, MBASIC, PASCAL, C, and 
Assembler). Also features PIPS 





3 “CAD-BRAIN”. Turnkey CAD Package. 


Low-cost/ high-powered hardware/sottware package that 
brings computer aided design within the financial reach 
of the independent designer. Also suitable, of course, for 
large firms. Features high-resolution 1024 x 780 dot color 
monitor, a complete range of built-in design elements 
(“primitives”), and full graphics features 

















4 IS-11C. Portable Business Computer. 


Lightweight, book-size system featuring 80 char x 25 line 
fip-up LCD screen, bit-mapped multi-window graphics, 
built-in high-speed microcassette drive, full-function word 
processor, built-in modem with automatic dialling 
Supports PIPS 
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Japan's fastest growing computer company. 


SORD COMPUTER CORPORATION Kyobashi K-1 Bldg , 7-12 Yaesu 2-chome, Chuo-ku. Tokyo 104 
Fax: (03) 281-7729 (GIU/GIH) WING GROUP CO., LTD. Kowloon, Hong Kong. Phone. (3) 341441 UNIDATA SDN. 


Japan. Phone: (03) 281-8111 Telex: 2522745 SORD J 
BHD. Kuala Lumpur, Malaysia. Phone: 940666 


UNIDATA PTE LTD. Singapore Phone. 2953281 BUSINESS COMPUTER SYSTEMS INC. Metro Manila. Phone: (2) 8176341 


Concurrent DOS & а registered trademark of Digital Research Corporation MS DOS «s a registered trademark ol M 
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BOL 


за regstered trademark of Micro Focus 


Corporation 


WHY THE OWNER 
OF A PATEK PHILIPPE HAS MORE 
THAN JUST MONEY’S WORTH. 






















The Golden Ellipse. 


It takes nine months to 

shown here. Sometimes dA even several years fora complicat 

ed Patek Philippe model. a 

Every element is microscop- = ically hand-finished to a tolerance 

which represents a fraction of the thickness of a human hair. Every 

wheel, gear, pinion and cog is 

tually frictionless. | 

Just as most Patek ® S Philippes are handed down from 

one generation to the next, so ЗМС Gale are the tools that Patek Philippe 

watchmakers use to perfect I them - heirlooms that have become 
‘dispensable. 

After 600 hours testing, regulating and refining to as 


near absc lute perfection 





© as human hands and minds can achieve, 


5-2 0 
each watch is lubricated E so delicately that it takes less than a cupful of oil 
x à А £ 2 s | 
for an entire year's pro duction. 


Everything about a f'gold Patek Philippe that can be gold, is gold - 18 ct. 
gold - right down to the dial, the winding crown, the strap buckle, and 
the spring bars that f hold the strap to the watch. In automatic Patek 


Philippes, even the winding rotors are of solid gold, since the additional 





weight increases the winding efficiency. 

But the real cost is in the time, patience, tradition and absolute dedication 
to flawlessness that makes it a Patek Philippe. 

Like any other work of art by an acknowledged master, a Patek Philippe 


appreciates in value because the scarcity of such quality is growing at a dis 


YAR 


heartening rate. 
Thus, if you are aiming for perfection you need patience. Perseverance 






too. And perhaps a streak of the stubbornness required to achieve the best 





2 
PATEK 
PHILIPPE 


things in life. But isn't it this that relates Patek Philippe watches to their 
owners? 
Which makes one think ... why not invest in a Patek Philippe? 


Patek Philippe S.A. 41. tue du Rhone, CH-1211 Geneva 3 FOR MASTERS OF THEIR TIME. 





One's treasure is not in gold or jade, 
but in honesty and integrity 


BankAmerica Travelers Cheques. 


Jrawn on assets of over US$120 billion 
And a reputation respected worldwide. 
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BankAmerica Travelers Cheques. 
World Money ® 


E 
BANKAMERIC A TRAVELERS CH 


QUE 





Available at Bank of America branches 


and other leading financial institutions 
throughout Asia. 
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BankAmerica Corporation 


-riolic review of Anthony 
book, The Sanctuary, I ádded: "It is 
no surprise to learn that Cooper came 
to Hongkong as a policeman and is 
now secretary to the Broadcasting 
Review Board. Cooper has every 
qualification for promotion to Hong- 
‚ "kong's laughable band of censors on 
the Television and Entertainment 
Licensing Authority [TVELA].” This 
comment was cut. It is one of the few 
. «very few — advantages of being an 
editor that you can posthumously 
exhume material chopped by one's 
colleagues. 
1 @ TVELA censors, though happy. to 
|. allow young children to view beat- 
“ings, muggings, disembowellings, 
|. naimings and murders on prime- 
. time TV, while forbidding the merest 
` hint of the act of love — even from 
. midnight showings — recently ban- 
| nedan educational film on childbirth 
< (on the grounds that it would put peo- 
ple off their dinners) — a ban so 
‚ stupid that even the board was forced 
| by public derision to permit the film's 
|. late-night showing. р 
‚ө SUCH jibes might strike some as à. 
| typical piece of journalistic overreac-, 
| tion in a territory where a free press 
` (possibly Asia's only truly free press) 
' flourishes. But the price of freedom is 
eternal vigilance, as the man said, 
and a sufficient number of authorita- 
‘rian straws are in the wind of what in 
1997 will become a special adminis- 
trative region of China, to make а 
communal haystack or two. Indeed, 
departing Chief Secretary Sir Philip 
Haddon-Cave chose to bid farewell to 
an audience of journalists with a 
“stern warning: “There is a limit to the 
amount of derogatory sarcasm and 
negative criticism that the system can 
withstand, without partially disin- | 
tegrating before the convérsion pro- 
cess gets under way." 
© WELL, I for one think the system 
is more resilient than that. I think 
. some of the straws have implications 
more dangerous than any public 
` “government bashing” (Sir Philip's 
. phrase). I will not go into a couple of 
passages of arms the Review has. had 
with Hongkong's Attorney-General 
Michael Thomas over matters involv- 
ing the access of the press to court 
hearings, over what it can publish or 
not publish on findings of an official 
inquiry elsewhere, or even over the 
matter of search warrants issued for 
the REVIEW's editorial offices in the 
course of police inquiries into a mat- 
ter with which we had no direct con- 
cern. However, the figure of Thomas 
appears to loom large behind some of 
the more sinister measures being con- 
templated. 
.: Thomas announced recently that a 
working group was in existence 





































‘peculiar band of dirtv-minded Mrs 


abolish the jury system for compli- 
| tated commercial cases (though even 


' more: it gives the council the right to 


‘muted debate, mostly among jour- 































































] which wou ad to the establish- 
ment, later this year, of a tribunal to 
deal with "objectionable publica- 
tions." This phrase has been inter- 
preted so far as meaning porno- 
graphy. but could of course be ex- 
panded to cover any publication 
deemed objectionable. This proposal 
seems to me to be a blatant attempt to 
ingratiate the legal powers-that-be | 
with the more obscurantist elements | 
of Confucian hypocrisy. For the | 
proposed tribunal is no advisory 
body: it. will be composed of three 
"layman" members (drawn from that 


by people with an intimate k 
edge of the publications industry. 
There the matter lay, until recent 
when a curious piece of pap 
"Press Statement" ; 
by the Government Infor mater 
vices (GIS), announcing that 
“Preparatory Committee 
Hongkong Media Council” 
its first meeting on 28 May, t 
judges and a barrister had t 
pointed" as chairman and 
men and that Mrs Doreen Di 
| been appointed honorary 
(appointed by whom, it did n 
The chairman, Mr Justice Li, € 
pealed to members of the public t 
him know their views on w 
they thoughta media or pres 
was desirable — an appeal re 
cent of the farcical efforts to s 
public opinion on the 1997 
ment, 
* THE new body would not арр 
to be a creation of governm 
though Thomas may indeed be 
| spiration. It appears that GIS a 
to distr ibute the announcement 








| 
| 
Grundys who want to be censors) and | 
chaired by à lawyer of the same ilk — | 
all appointed, of course, by the gov- | 
ernment. It would not only rule on the | 
delicate question of whether a publi- 
cation was objectionable, but would | 
have powers to order the seizure of 
such material. What is more, in the 
event of prosecution, its rulings 
would be binding upon a court of law. 
It.could be argued that Thomas | 
seems determined to bring the courts | 
and the judiciary of Hongkong into | 
contempt. Already he has proposed to | re 
cme set йибек up as. 
paratory committee. The body’ 
the Legislative Council [Legco] has discernible connection with t 
forced him to backtrack on that), and 
now he proposes a tribunal, the find- 
ings of which would be binding on the 
courts. © 
€ RECENTLY, Thomas has also 
promulgated the text of a bill which 
purports to protect the powers and 
the privileges of Legco. It does much 


Robin Huteheon, until recen ; 
of the South China Mo 


By all means let's have a pre 
council, Let the government ask v 
ous press clubs, unions and 
tions, plus owners, publishers, 
ers and distributors for their v 
by all means let the public have th: 
say. And then let's decide whether 
| body — statutory or otherwise — 
desirable. But this journalist, 
is having nothing to do with the 
sent murky masquerade. 
€ THE best response to cen 
ridicule, One Sri Lankan ne 
The Island, ran a recent story, 
by Rupa Bose, which puts the e 
in their place simply bv p 
results of their work: 


exclude members of the public (and 
the press); makes it an offence to re~ 
port closed Legco sessions; givés it 
powers:to summon. witnesses and to 
punish. those who refuse to produce 
any documents to the council (good 
grounds there for forcing a journalist 
to reveal a source), and then pre- 
scribes severe penalties for various 
acts of contempt against the council. 
Incredibly this includes any person 
who "commits any act of intentional | 
disrespect” to the council or its pro- | 
ceedings. Thus, if this Traveller — as 
he has often done in the past — de- 
scribes Legco as a rubber stamp, 
he could be fined  HK$10,000 
(US$1,280), thrown into prison for 12 
months and fined another HK$2,000 
a day until he purges himself of sucha 
monstrous contempt. 

€ SHORTLY after Thomas arrived 
in Hongkong he mooted the idea of a 
press council, which touched off a 








Army recovers 
(censored) 
Security forces reco- 
vered a large quantity of 
(CENSORED) in the 
course of a combing out 
operation in the jungles 
of district. 
Three persons were 
also taken into custody 
in this connection. 
(CENSORED) claim 
this to be the large (two 
letters censored) haul of 


nalists. Personally, I believe that if it 
is necessary to regulate the banking 


and securities industries, there is a m Go acne 
SORS г e (CEN- 
good case for a body to enforce ethi SORED) district. 
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cal behaviour by the press, as long as 
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Rodney Tasker їп Mae Sot 


fter bearing the brunt of a full- 
scale Burmese army assault on 
their Thai border sanctuaries lasting 
‘more than a year, Karen rebels аге 
bloodied but unbowed. But while the 
Karen National Union (KNU) and its 
Karen National Liberation Army 
(KNLA) have successfully resisted 
 Rangoon's latest attempt to eliminate 
eir separatist campaign — now in its 
37th year — the Burmese Government 
has switched to more ominous tactics 
à bid to strangle the rebellion. 

In January 1984, Rangoon launched 
its troops on a campaign to overwhelm 
Karen military bases along the west 
bank of the Moei river, which forms the 
 Burmese-Thai border in this area, and 
in the process knock out the border 
black-market trading gates — a cru- 
‘cial economic factor fuelling the Karen 
rebellion. The operation scored some 
initial successes, driving the Karens 
m n their northern major military 
коа and trading post of Mae 
a Waw, But as Burmese troops press- 


Ё RECARIOUS 
ANCTUARY 


| By Rodney Tasker in Mae Tha Waw 


aren families arrive almost daily at 
Mae Tha Waw refugee camp, hav- 
ng trekked for as long as 10 days from 
; their homeland. Many say they have 
eft behind burned homes, stolen be- 
Bering: and friends now forced to live 
_ in resettlement camps or working as 
"slaves" for the Burmese army. Some 
` show scars from wounds they say were 
` inflicted by army shelling of their vil- 
. lages. 
. А 27-year-old woman of Indian 
ethnic origin hobbles forward on 
© crutches and lifts her skirt to reveal 
` that the lower part of her right leg has 
` been freshly amputated. She says she 
` was wounded by shrapnel in her vil- 
E of Yin Baing, near the Salween 
River, and that after a crude amputa- 
tion operation by a local medic she has 
Eier completed her 10-day journey on 
E tches along jungle trails, over the 
E D awna mountain range and across the 
` Moei river to the refugee camp. 
— A Another refugee, rice farmer Aung 
` Tin, says his house and rice granary 
` were destroyed by Burmese army 
` shelling after he and others in his vil- 
` lage of Ma Eh, also near the Salween, 


R angoon adopts tough new siege tactics against the 
Karen and their 37-year-old independence crusade 


ed southwards, their human-wave in- 
fantry assaults and heavy-artillery 
barrages failed to dislodge KNLA 
forces from their well-fortified river- 
side camps at Maw Po Kay, Wangkha, 
Klerday and Mae La. While most of the 
KNU's main trading gates were dealt 
crippling blows, government troops 


THE FIGHT FOR 'KAWTHOOLEI' 





















REVIEW MAP by Frank Tam 


refused to be resettled. After hiding for 
weeks with other villagers who had 
also had their homes destroyed, he 
walked for four days to cross to the 
Thai sanctuary. Some refugees com- 
plete the last part of their journey by 
boat across the Moei river. An elderly 
woman shows a wound she says was 
caused by shrapnel on the face of her 
two-year-old grandson during a simi- 
lar raid on the village of Mae Seik, in 
the same area west of the Dawna 
range. The boy's mother was killed in 
the raid, she says. 

The refugees are among more than 
3,000 now living at Mae Tha Waw 
camp — there have been 1,000 new ar- 
rivals over the past month. Like the 
9,000 other Karens living in six other 
camps dotted out of sight of the main 
highway and stretching 130 km south 
from Mae Tha Waw to the Thai border 
town of Mae Sot, they exist almost en- 
tirely on rations they receive from 


military Caroler in which it 


oops 
would be mown down by Karen defen. 
ders, or blown up by mines, if they 
tried to breach the rebel camps’ land 
defences, or repulsed by Thai troops if 
they dared to cross the Moei and attack 
from behind. So since the beginning of 
the recent dry season, last November, 
the Burmese army seems to have been 
content to camp near the KNLA strong- 
holds, lobbing the occasional artillery 
rounds and effectively blocking a 
large part of the Karen rebels' trading 
operations. 

Meanwhile, government troops have 
been systematically mov- 
ing against villages| 
deeper in Karen state, 
presumably in an attempt 
to deprive the KNLA of, 
its civilian back-up and 
to introduce a new ele- 
ment of fear. “The Bur- 
mese are trying to dry up 
support for Karen rebels 
and sit on their trade,” 
commented one diplomat 
in Bangkok. 

According to officials 
of the Karen Refugee 
Committee (KRC) based 
in the major Thai border 
town of Mae Sot, workers 





voluntary — agen- 
cies. 

Their presence in Thai- 
land since the Burmese 
army stepped up its cam- 
paign against Karen re- 
bels in January 1984 is 
apparently something of 
an embarrassment to the 
Thai authorities. It was 
the Thai Interior Ministry 
which originally called on 
the relief agencies to look after the re- 
fugees, in early 1984 (Bangkok has 
never officially brought the situation 
to the attention of the United Nations). 
At the time it was thought that the few 
hundred refugees would only be on 
Thai soil temporarily. yi 

Not only have the refugees remained 
but, as Rangoon’s campaign a st 
the Karen National Union and its 
Karen National Liberation Army 
(KNLA) has continued without pause, 
their numbers have grown. The Thai 
Government does not want to be ac- 
cused of allowing Karen rebels to use 
its territory for logistical back-up, and 
it is reportedly being pressed by Ran- 
goon to send the refugees back across 
the Moei river to Burma. 

Unlike the situation with the 
thousands of Cambodian refugees on 
its eastern border, where the Thais can 
cater for the homeless Khmers with 
impunity because the government does 





provide humanitarian aid t 
refugees, and the iris ay е енсе 
Burmese Government troops аге now 
forcibly resettling villagers into camps 
where they have to feed themselves, 
press-ganging male Karen villagers to 
act as army porters (and human mine- 
detectors, the rebels claim) and 
punishing those villages which resist 
by opening up on them with phosphor- 
ous shells. “Last year they attack- 
ed us on the border,” said KRC chair- 
man Pastor Robert Htwe. “This year 
they are attacking the villages in- 
side.” 

There are reports of looting by army 
troops, rape and some indiscriminate 
killing. “After talking to a large 





not recognise the Heng Samrin regime 
in Phnom Penh, Bangkok has good re- 
lations with Rangoon. Another 
headache is that unlike the Cambo- 
dians, the Karen refugees have no wish 
to seek third-country resettlement, 
only eventually to return home. In 
November 1984, Thai officials in 
Bangkok told the voluntary agencies 
that it would soon start to move Karen 
refugees back into Burma, when it had 
the necessary budget. It has repeated 
this resolve several times since, but the 
refugees remain. 


n April the Thais did ask refugees at 

the largest camp, Showklo, to return. 
Nearly 3,000 did move back, but they 
left a skeleton force of refugees behind, 
with all their belongings. The reason 
for this soon became clear: all the re- 
fugees returned to the camp within two 
or three days saying not only that they 
found it too dangerous to remain in 
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B ERE Worker ‘tol the RE 
The effect of the government's tactics 
is to drive more Karens across the bor- 
der to the seven refugee camps which 
have been set up in makeshift sites 
since January 1984, There are now 
about 12,000 refugees in the camps, 
and the numbers are growing almost 
daily. 


he situation. is worrying KNU 
leaders. While tough Karen fight- 
ers have proved themselves capable of 
holding their own against equally 
tough Burmese Government troops, 
any erosion of civilian support for the 
rebellion; combined with the esti- 
mated 50% drop in re- 
venue from the Karen's 
5% levy on cross-border 
black-market trade over 
the past year and the pre- 
carious status of refugees 
on Thai soil, is a major 
cause for concern among 
the Karen leaders. 
In normal times there is 
a constant flow of con- 
sumer goods from Thai- 
land, ranging from elec- 
tronic appliances to 
medicines, crossing the 
border via Karen trading 


‘gates, with Burmese 
gems, teak, cattle, sea- 
what constitutes the 


KNLA-Rangoon combat 
zone, but that they under- 
stood, rightly or wrongly, 
that the Thai authorities 
had quietly assured them 
that they could come 
back. 

There has since been a 
new fear among refugees 
at Showklo that they are 
about to be sent back 
again, but so far there has been no move 
by Thai officials, possibly because of a 
quiet appeal to them by the Karen Re- 
fugee Committee, based in Mae Sot. 

In 1984, the refugees’ upkeep cost 
the voluntary agencies about Baht 10 
million © (US$363,636) in regular 
supplies of rice, fish paste, salt, cook- 
ing equipment and other necessities. It 
is becoming more expensive almost by 
the day and, as опе relief worker told 
the Review: “Ihave a feeling that if the 
Burmese army continues systemat- 
ically harassing these [Karen] villages, 
we could. have another 10,000 re- 
fugees." 

There are currently. nine voluntary 
Christian agencies looking after the re- 
fugees — though most Karens are non- 
Christian, their leaders are, and some 
agency workers see theopportunity for 
proselytising among animist Karens. 

Medical care has beenin the hands of 
French agencies who, at;one time, had 
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Ne ite QUOD. Tt i$ estimated that 


the Thai goods normally constitute 
about 80% of Rangoon’s thriving black 
market, but now the turnover in Mae 
Sot, the centre for the two-way trade, 
has dropped from Baht 50 million 
(US$1.81 million) a day in 1983 to Baht 
20 million, seriously denting the 
town's substantial prosperity 

One Karen source said that there ap- 
peared to be a growing weariness 
among lower levels of the rebel move- 
ment after so many years of fighting 
against Rangoon, which has failed to 
bring them any nearer to their goal of 
setting up an autonomous federal re- 
public of "Kawthoolei." Life in 
Burma, where they are constantly 
harassed by the Burmese army, is into- 
lerable to a large number of the Karens 
living in the lushly forested, mountain- 
ous Karen state (there are an estimated 
6 million Karens in Burma, many of 
them living in the Irrawaddy Delta 
southwest of Rangoon). But it is an 
equally bleak prospect for those facing 
an indefinite refugee existence, unre- 
cognised by any government or United 
Nations agency, wondering how long 
the KNLA can fend off Rangoon's 
troops. 

The KNLA is estimated by diploma- 
tic and Thai military observers to have 
3,500-4,000 fighters, armed with both 
American-made M16 and Chinese 
AK47 rifles, machine guns and an 


14 doctors and nurses working among 
the Karen refugees. Now, with more 
Karen medics trained to do the work 
and with makeshift clinics in most 
of the camps, only Medecins Sans 
Frontieres remains, with a doctor and 
two nurses. 

Both the Mae Tha Waw and 
Wangkha camps visited by this corres- 
pondent appeared to be well organised 
and the inhabitants healthy, with re- 
fugees building their own homes, 
schools and even churches using 
mainly bamboo and leaves. At Mae Tha 
Waw, the refugees were allowed to 
grow a little of their own food, witha 
few vegetable patches on the outskirts 
of the camp. But at Wangkha, as at 
some of the other camps, this was not 
permitted by the Thai farmer who had 
kindly handed over the settlement land 
to the refugees free of charge. 

So the refugees at Wangkha, mostly 
the women, were making regular trips 
back across a rickety plank bridge over 
the Moei to the Burmese side to gather 
food and other supplies. This, refugee 
leaders said, could be a hazardous 
exercise because there had been in- 
stances in which the women had stum- 
bled into Burmese army patrols. One 
young mother, caught twice by the 
same army patrol, was shot dead, the 
refugees claimed. Another, a 50-year- 
old woman, was gang-raped by Bur- 
mese troopers. 





43 


PUNTI CET i EE a an ee a eee. "E 001 


Zire i 


с ВЛ 4 چ‎ TA 





































ROONEY TASKER 


- array of mortars. They buy mainly on 
- the Thai black market, where an M16 
now reportedly costs as little as Baht 
5,000. Ranged against them in the com- 
bat àrea running east from the Dawna 
mountain range to the Мое! are an esti- 
mated 10,000 or so troops of the Bur- 
mese 44th and 66th light infantry divi- 
sions who, unlike in previous years, 
have remained throughout both the 
_ dry and rainy seasons since mid-1983. 
` The government has no air-strike ca- 
_ pacity, but it uses 105 mm howitzers 
апа heavy 120 mm mortars to pummel 
| the rebels. 
J On the battlefeld it appears to be the 
— KNLA which is now more on the offen- 
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in recapturing 
three strategic hills from which 
Burmese army observers had 
been able to direct artillery fire 
with devastating effect against 
the Karen military camp and 
major trading post of Wangkha, 
just north of Mae Sot. Fighting 
was fierce and, according to 
rebel sources, a young KNLA 
lieutenant held off a Burmese 
counter-attack against "Honey 
Rock" hill in September single- 
handed, cutting down 17 charg- 
ing "drunken" troopers. 

The Burmese army lines are 
now 6 km from Wangkha, which 
is still the headquarters of the 
KNLA's 101st special battalion, 
though most of the buildings of 
the once-bustling trading post, 
and home to 2,000 people, have 
been destroyed by artillery fire. 
Further north along the Moei, at the 
KNLA fortress of Maw Po Kay, Bur- 
mese troops have dug in only 100 m 
from the narrow land entrance to the 
camp, strewn with barbed wire and 
mine fields. Ethnic Karen soldiers in 
the Burmese army lines sometimes 
trade insults-in the Karen dialect with 
the defending rebels, while almost 
daily mortar duels continue. 

At Wangkha camp, Col Tawhla, 
commander of the 101st battalion, ad- 
mitted that his troops were low on am- 
munition, particularly mortar shells. 
"During this period of resistance our 
income is very limited, so we can't fight 
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was no foreign sires aid. “Has the 
British Government forgotten 1824 
and 1825?” the veteran of 35 years of 
fighting against Rangoon asked 
mournfully, referring to the first 
Anglo-Burmese War, when the Karens 
fought with the British against their 
old enemies, the Burmans. Informed 
sources in Bangkok claim that a hand- 
ful of Belgian and French mercenaries 
is giving military training to the rebels, 
but the KNLA denies this. 

Tawhla claimed that the Karens 
have good credentials to attract West- 
ern assistance. The KNU plays up the 
fact that most of its leaders are Christ- 
ians — Baptists — and that they are 
staunchly anti-communist and enforce 
the death penalty for those dealing in 
narcotics. In fact, independent sources 
estimate that while the leaders may be 
Christian, many of them from the Ir- 
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Iran woos 
Peking 


Speaker Rafsanjani will 
seek Chinese trade, 
experts and arms 


By James Clad in Teheran 


О ne of Iran's most powerful politi- 
cians will shortly lead a top-level 
delegation to Peking. Radical Muslim 
cleric and Majlis (parliament) speaker 
Ali Akbar Hashemi Rafsanjani will 
stop first in China and go thereafter to 
Japan between 25 July and 5 August. 
Accompanying him will be Foreign 
Minister Ali Akbar Velayati, at least 
two other ministers (including a dep- 
uty foreign trade minister) and senior 
officials. 

As one of the major forces behind the 
six-year-old Islamic revolution, Raf- 
sanjani will be reciprocating a visit by 
Chinese State Councillor Zhang 
Zingfu. Zhang stayed in Iran for two 


weeks with a delegation of more than 


20 officials and initialled an agreement 
setting up a joint technology exchange 
commission that will meet annually, at 
ministerial level. 

More important, Zhang accepted a 
commitment to boost total two-way 
trade — from US$250 million a year at 
present to US$600 million — and Raf- 
sanjani's Peking talks will focus on 
how to achieve this ambitious target. 
Teheran wants to interest the Chinese 
in "management services" contracts — 
Iran's Islamic constitution forbids 
foreign equity investment — for some 
development projects. Iran's critical 
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etes south at Palu, 30 km frais 

Mae Sot and, like Wangkha, also on 
the west bank of the Moei, is another 
KNLA base and also one of the only re- 
maining unscathed trading gates. 
When this correspondent visited it, 
most of the KNLA troops of the 6th 
brigade had marched out of the camp 
to meet two advancing Burmese army 
columns moving south towards Palu 
from the government's riverside en- 
clave of Myawaddy and another army 
base at Thingannyi Naung, 8 km to the 
west. Government troops had shelled 
Palu village, 6 km outside the KNLA 
camp, from time to time in the previous 
two months and had also raided it to 
forcibly enlist porters. But this time it 
looked as though the Burmese army 
could be moving against the well-for- 
tified military camp. Subsequent re- 
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The Palu area, with its strong bridge 
across the river to Thailand, has been 
comparatively peaceful during Ran- 
goon's current campaign, as has the 
whole of this southern sector of KNU- 
held territory. But, accordingto KNLA 
sources, the Burmese army is gradually 
setting up temporary camps and build- 
ing dirt roads in the area, bringing it 
closer to rebel enclaves. 

Rebel fighters are trying to hamper 
the army's progress, and in late April 
the KNLA claimed to have carried out 
a successful strike against a new camp 
set up by soldiers of Burmese com- 
mando unit 303, killing four troopers 
and capturing a variety of weapons 
and ammunition left behind by the flee- 
ing unit. Earlier in April, the KNU 
mortared Myawaddy, reportedly de- 
stroying 30 houses and forcing hun- 
dreds of Burmese refugees to seek tem- 





Rafsanjani; Velayati: looking to China. 





foreign-exchange position means the 
Iranians are only offering counter- 
trade (oil-for-services or oil-for-capi- 
tal-goods) deals. 

The secretary of the government's 
key. Coordinating Committee for 
Foreign Economic Relations, Seyed 
Hussan Adili, told the Review: "Iran 
has high hopes from China. We want 
Chinese expertise in agriculture, light 
industry and fisheries.” Eight Iranians 
have recently received fisheries train- 
ing in China. Iran's tight money prob- 
lem also compels another look at 
Chinese civil engineering competitive- 
ness, but many obstacles, apart from 
financing, exist: Chinese interests re- 
cently pulled out of an important rail- 
way project, linking Bandar Abbas 
harbour and Bafq, for undisclosed 
reasons. 

However, diplomats here expect 
Rafsanjani to.talk about more than just 
trade and civibeontracts in Peking. The 
Iranians made a strong pitch to Zhang 





for increased arms sales and many 
well-placed sources believe Rafsanjani 
will set the seal on a purchase already 
accepted in principle by China. Al- 
though Velayati in an interview said 
that many “false rumours” concerning 
Chinese weapons were circulating — 
The Times of London in March report- 
ed a US$1.3 billion arms-for-oil deal, 
for instance — he confirmed that a re- 
quest had been made. 

One priority item on Teheran's shop- 
ping list is said to be anti-aircraft mis- 
siles to reduce Teheran's vulnerability 
to Iraqi air attacks — Baghdad's raids 


resumed on 26 May after a six-week | 
| load out of range of most Iraqi aircraft. 


lull. 


he interest is not just one-sided. 

The Chinese also want improved 
relations — part of the complicated act 
of balancing Soviet influence in South 
and Central Asia. Privately, the 
Chinese say they hope for the “same 
degree of cordiality" РЕ Iran that 
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ng the Karen ges will be 
able to live with a military stalemate _ 
favouring the better-equipped and - 
stronger Burmese army is difficult to T 
gauge. Rangoon's troops are evidently — 
digging in for yet another rainy season, — 
throttling the Karen's trading re ‘venue 
and forcing more refugees into Thai- 
land. It is a war largely forgotten by the Á 
world, which more interested in 1 
events on Thailand's eastern bi der _ D 
with Cambodia. It seems to be attract- 
ing concern only among foreign Christ- ~ 
ian communities, and even the Thai 
authorities give the impression of © 
wanting it simply to go away quietly s 
that Bangkok's good-neighbour rela © 
tions with Rangoon not harmed. | 
But with both the Karen rebels and * 
Rangoon set on a military solution 
the last peace talks between the two 
were in 1963 — it seems for the m oment | 9 
to be a war without end > fl 
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they now enjoy with Pakistan. swiftly | 
rising trade between Islamabad and | 
Teheran (now 10 times the level before | 
the Iranian revolution) and the two - 
countries’ similar attitudes to the — 
Soviet presence in Afghanistan points | 
to greater Chinese influence in Iran. 
Rafsanjani's Tokyo visit has differ- - 
ent objectives. Although seen partially. 
as a courtesy call, he is expected to try | 
to pressure Japan, Iran’s second- 
largest trading partner after West Ger- 
many, to take more Iranian crude oil. 
From 500,000 bpd in January, Japan- 
ese imports of Iranian oil have dropped — 
to under 100,000 bpd at present, ac- - 
cording to reliable sources, and Ja 
ese Government figures show oil pur- — 
chases dropping 32.5% alone from 
1983 to 1984. ^ 
"Japan is slowly winding down its 
interests in Iran," one source claimed — 
— even in the teeth of Iranian willing- 
ness to use the "purchasing powe 
weapon" to good effect. The Iraniam és 
keep the trade ledger with Tokyo 
firmly in the black, holding up letters — 
of credit until Japanese firms take oi 7 
worth at least twice as much as Iranian 
importers’ invoices from Japan. 
Nonetheless, Japanese oil importers” 
are finding it cheaper to buy spot else- 
where than risk taking it from the. 
Iranian Gulf ports which put tankers — 
in danger of Iraqi attack. To try to 
counter this resistance, the Iranians) = 
have begun to operate a shuttle, carry- 
ing oil in smaller, Iranian vessels to 
Sirri Island — where large tankers can 
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The Japanese have been forcing high 
discounts from nominal Opec prices, 
and “the outlook is for more trade fric- 
tion," as another source put it, espe- 
cially as Iranian foreign-exchange re- 
quirements (at least 40% of which go 
towards arms purchases) becomes -— 
more pressing. ] 
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` North and South Korean Red Cross delegates: new image and style. 


The past is history 


The details remain to be worked out, but North-South 
family reunion is no longer a dream 


By Shim Jae Hoon in Seoul 

ed Cross officials and reporters 

from North Korea visiting Seoul 
for the first time in a dozen years stood 
out from those that Western visitors 
have usually encountered at the armis- 
tice village of Panmunjom. Wearing 
their hair longer than usual and dress- 
ed in smart business suits with match- 
ing conservative ties, the smiling 
Northern delegates were clearly out to 
impress their long-estranged compat- 
riots in the South. 

The new image and style were also 
evident in the generally conciliatory 
tone of the North Korean speeches and 
remarks during the two rounds of talks 
on family reunion at Seoul's Sheraton 
Hotel. While the chief Pyongyang del- 
egate Li Jong Ryul often spoke of 
“compatriotic love” and “pain of 40- 
year division,” others from his 84- 
member entourage ignored sensitive 
topics usually close to their hearts — 
such as the recent student seizure of 
United States Cultural Centre here or 
the Kwangju “massacre” of 1980. 

“The message that North Koreans 
were anxious to get across to us was, 
‘Let's forget about the history. This isa 
new ball game’,” commented a senior 
South Korean figure closely involved 
with the talks. On that healthy note, 
the 8th full-dress Red Cross conference 
dealing with the reunion of families 
dispersed by the nation’s partition as 
well as by the 1950-53 Korean War re- 
sumed for the first time since 1973. 

If the North Koreans talked softly, 
on substantive issues they stuck obdu- 
rately to their own position on what 
steps ought to be taken to promote ac- 
tual reunions. Seoul's suggestion that 
the two Red Cross societies first trace 
their relatives and then move towards 
free exchanges of mails and messages, 
was brushed aside. Instead, Li un- 


46 


veiled the formula of what he de- 
scribed as “first building the structure 
of a house” by proposing a “com- 
prehensive package discussion of free 
travel (across the border) of affected 
families.” He began by proposing an 
“exchange of a 100-member folk art 
troupe” to celebrate the 40th anniver- 
sary of Korea's liberation from Japan's 
colonial rule. 

Lis was a bold offer calculated to 
exploit mounting impatience among 
North Korean refugees in the South — 
numbering up to 5 million who left 
homes and relatives in the North — for 
some sort of a breakthrough in contact 
with their kin and friends. 


n the South, the painful issue of 

broken up families has acquired a 
growing urgency as many first-genera- 
tion refugees have aged; those who left 
their parents or brothers and sisters in 
their teens or 20s are now in their 60s. 
For average South Koreans, that is 
the time for thinking of retiring 
and returning to their birthplace. 
(The South's strong filial traditions 
add to the pain created by separa- 
tion from their relatives in the 
North.) 

As for the Northern delegates, they 
seemed to be under a different set of 
pressures. Spurred by recent moves to- 
wards a new rapprochement between 
Moscow and Peking, and China's spec- 
tacular programme for modernisation, 
Pyongyang has been under increasing 
psychological pressure to seek an 
opening with the West, especially with 
the United Statés in order to press for 
removal of some 40,000 American 
ground troops based in the South. The 
talks serve Pyongyang's purposes. by 
making it appear reasonable on 
humanitarian issues to lend credibility 


е s with. 
Washington and Seoul. 
A combination of 
these factors may ac- 
count for their unusual 
flexibility in dealing 
with the whole reunion 
issue, including their 
agreement to allow re- 
fugees here to visit 
their hometowns or 
` villages as part of а 

А folk art group from 

T. Seoul. In exchange for 
CU Seoul's acceptance of 
р, Northern singers апа 
dancers, Li dropped 
Pyongyang's long-held 
condition that the Seoul regime dis- 
continue its anti-communist policy, a 
condition which they labelled as “an 
improvement in the South's legal and 
social environment,” meaning aboli- 
tion of statutes here punishing con- 
tacts with the Pyongyang regime. 

The result was a dramatic, last-mi- 
nute agreement by working-level offi- 
cials to meet on 15 July at Panmunjom 
to discuss the size of mutual visiting 
groups, procedures for entry and dura- 
tion of stay. The first exchange of folk 
art troupes will take place around 15 
August, which Seoul and Pyongyang 
officially celebrate as the national lib- 
eration day from Japan. 

All of this represented a broad state- 
ment of principle rather than detailed 
accords leading towards reunions, an 
expression of sentiments rather than a 
full, codified agreement. And yet, the 
behind-the-scene talks had achieved a 
clear, new breakthrough by setting the 
date for Panmunjom talks and decid- 
ing on the timing of mutual visits. 
Agreements covering details such as 
restriction of travel inside the North by 
refugees (the North insisted on limit- 
ing their hometown visits to the last 
place of their sojourn and also for 
a period of up to a month) and informa- 
tion on conditions of relatives sought 
by either side, will be further ironed 
out. 

As for the size of each visiting group, 
while the North suggested 100 includ- 
ing performers, the South wants to 
make it to about a thousand each time, 
to accommodate as many refugee ap- 
plicants as possible. If these exchanges 
really take place, it would be the first 
time ever for ordinary Koreans from 
North and South to have visited each 
other since 1945 — a development sig- 
nifying a genuine historic milestone in 
inter-Korean relations. Said Lee Yung 
Dug, the chief Southern delegate: “We 
have climbed a few hills, but it was a 
successful talk.” 

Others appeared more guarded in 
appraising its result. One aging re- 
fugee spoke for many when he said: 
"Yes, I welcome the North Koreans 
here [for talks]. But I would pray for 
success [of the talks] rather than in- 
dulge іп joy now,” —- п 
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Hashi. In English, bridge. 
Bank of Hawaii, Hawaii's largest financial institution, 
stands ready to be your bridge to anywhere in the Pacific 
your company does business, Our network of offices 
throughout the Pacific Basin makes us the only Hawaii-based 
financial institution offering such diversity and experience. 
And now we can be your bridge to the Orient, with our new 
full-service branch in Tokyo, where we can handle all regular 
banking transactions, including letters of credit, foreign 
collections, exchange and remittances, as well as yen/dollar 
accounts and loans. 


For more information about how Bank of Hawail can be 
your bridge to doing business in the Pacific and the Orient, 
please contact our International Division in Honolulu or 
Tokyo Branch. 

International Division / PO. Box 2900 / Honolulu, Hawaii 96846 
Telephone: (808) 537-8326 

Tokyo Branch: Akasaka Twin Tower Main Building, 7th Floor 
2-17-22 Akasaka Minato-ku, Tokyo, Japan 107 

Telephone: (03) 588-1251 / Telex: 2422092 

Hawaii Financial Corporation (Hong Kong) Limited 

4th Floor, St, George's Building, ісе House Street. Hong Kong 
Telephone: 5-210107 / Telex: HX 83879 BKOH 

Bank of Hawaii International Corporation, New York 

One World Trade Center, Suite 2829. New York, New York 10048 
Telephone: (212) 839-0200 / Telex: 424834 BOHIC / Swift: ВОН 1533 
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'so he can impose discipline, 


but the assembly turns out to have more bite than expected 


By Husain Haqqani in Islamabad 


rime Minister Muhammad Khan 

Junejo has formed an official group 
with support of almost two-thirds of 
the MPs in Pakistan's non-party na- 
tional assembly, and provincial chief 
ministers are expected to form similar 
groups in the four provincial as- 
semblies. The parliamentary groups 
are intended as substitutes for political 
parties and officials expect them to 
pave the way for smoother running of 
the government's business in elected 
assemblies. 

The need for some sort of parliamen- 
tary whip for government supporters 
became apparent as the national and 
provincial assemblies met for their 
budget sessions at the end of Máy. Sev- 
eral members, including some consi- 
dered to be Junejo's allies, used pro- 
cedural motions to debate the status of 
martial law and questions were raised 
about various aspects of the govern- 
ment's policy inherited from undiluted 
military rule. "The assemblies are here 
to question and check the arbitrary 
exercise of power and that is exactly 
what we are doing," remarked an MP 
from Punjab, adding: "If anybody 
thought this was going to be a rubber- 
stamp parliament, this is the time foc 
them to correct their impression." 

Under the rules, during the budget 
session, which began on 23 May; the 
national assembly can only discuss the 
budget and related fiscal matters. But 
members were clearly concerned about 
the schedule for lifting of martial law 
and did not wish to wait for parlia- 
ment's regular session to discuss it 





MALAYSIA 


KRIS DE COEUR 


By Suhaini Aznam in Kuala Lumpur 


I: a new bizarre twist in the Sabah 
election saga, state Governor Tun 
Adnan Robert maintains that in the 
pre-dawn hours of 22 April he 
“faked” the oath when he succumbed 
to pressure and swore in minority 
leader Tun Mustapha Harun as chief 
minister (REVIEW, 6 June). Fearing for 
his and his family’s safety, Adnan 
had armed himself with a revolver 
and kris (Malay dagger) before the 
ceremony. 

In a sworn statement to be used in 


Sabah’s governor now says he was under duress 
when he swore in Tun Mustapha as chief minister 


Imam; Iqbal: privilege issue. 





Anticipating’ the anxiety over mar- 
tial law, President Zia-ul Haq toured 
all provinces before the budget meet- 
ing and held informal discussions with 
MPs. The president's mission was de- 
scribed by one MP as "an attempt to 
put the weight of his uniform behind 
the government and convince us that 
we should not push for too much too 
soon or we could end up losing all." In 
most meetings, Zia said lifting of mar- 
tial law was a matter of months and 
that he was waiting for Junejo's advice 
before taking the final step. Junejo and 
his ministers, on the other hand, took 
the line that they were keen to see the 
end of military rule but were waiting to 
ensure a smoother transition. 


his answer to a legal suit 
being brought by Mus- 
tapha, Adnan contends 
that he acted under duress. 
The former arch-rivals- 
turned-allies — newly top- 
pled chief minister Datuk 
Harris Salleh and Mustapha — had 
entered the palace uninvited accom- 
panied by 10-15 supporters. Mus- 
tapha’s spokesman Datuk Yahya 
Lampong allegedly scribbled a note 
warning Adnan that he would be re- 








Sheikh Rasheed Ahmed, MP from 
Rawalpindi, pointed out: “We all want 
the end of martial law but we don't 
want it through MRD-style chaos” —a 
reference to the 11-party Movement 
for Restoration of Democracy which 
boycotted the elections 
and opposes the assem- 
blies. 

Most MPs argued that 
martial law was no long- 
er necessary after the in- 
duction of an elected 
parliament and could 
even be counter-pro- 
ductive by limiting the 
scope of elected politi- 
cians. One MP, veteran 
politician Mohammad 
Hamza, explained: “Par- 
liament and people 
should be taken into {the 
government's] confid- 
ence on matters of na- 
tional importance if this 
is to bea working demo- 
cracy. The people should 
be told if there are com- 
pelling reasons to con- 
tinue martial law or if there are exter- 
nal dangers only the government is 
aware of." 


que MPs raised the question of 
martial law in the house through a 
motion on breach of parliamentary 
privilege. Continuation of martial law, 
they argued, amounted to limitation of 
parliamentary prerogative and consti- 
tuted a breach of privilege 
Parliamentary Affairs Minister 
Iqbal Ahmed Khan opposed the mo- 
tions on procedural grounds, saying 
they did not relate to money matters 
and could not be discussed in the 
budget session. But the speaker, 
Fakhar Imam, declared them in order, 


moved from office if he 
did not comply, then 
promptly destroyed the 
note. 

But 15 hours later, 
Adnan withdrew Mus- 
tapha’s appointment and 
swore in Datuk Joseph 
Pairin Kitingan, the 
party leader with the de- 
cided majority, instead. 
Adnan’s statement is his 
first explanation of his 
part in the dramatic coup 
attempt which followed 
Sabah’s election upset on 
21 April. Adnan is seeking to dis- 
miss Mustapha's suit and his claims 
of being the rightful chief minis- 
ter. 

Mustapha claims that the Sabah 
constitution does not empower 


13 JUNE 1985 ө FAR EASTERN ECONOMIC REVIEW 












































similar motions about amendments to 
the constitution by Zia on the grounds: 
that they gave parliament full powers 
to accept or reject.them and could not 


‘be considered a curtailment of parlia- | | 


ment’s authority. 

. Both rulings established the su 

macy. of parliament and were inter- 
‘preted as reflecting the assembly’s de- 
sire to assert itself from the beginning. 
The pressure against martial law has 


increased to a point where even minis: 


;ters and provincial governments con- 
г sider it necessary to demand its end to 
maintain credibility. 

The provincial. assembly. of North- 
West Frontier Province passed a unani- 
mous resolution calling for early lift- 
ing of martiallaw and "enforcement of 
Islamic laws." The resolution, was 
moved by a member of the fundamen- 
talist party, Jamaat-e-Islami, and was 
supported by provincial Chief Minister 
Arbab Jehangir Khan. The jamaat has 
been considered Zia's main civilian 


backer in the past and Jehangir has: 
also been a supporter of the regime, : 
having held ministerial office under : 


martial law before his election as chief 
minister. The Punjab assembly also 
passed a similar resolution, moved by 
the provincial law minister. 

Official support for the anti-martial 
law campaign led to speculation that 
Zia has already decided to lift martial 
law and is now using the campaign to 
build momentum for the final move. 
According to one observer holding this 
view: "If Zia removes [martial law] 
without. ado, it will have no impact. If 
he does it after a big fuss, everybody 
will notice and feel the change." п 


Adnan to revoke his appointment. 
Adnan countered that Mustapha’s 
appointment was fraudulently ob- 
tained, since Mustapha had misled 
Adnan into believing that the federal 
government approved of the pact 
with Harris. He says that when he 
tried to telephone Acting Prime 
Minister Datuk Musa Hitam in Kuala 
Lumpur to. verify the claim, Yahya 
and Harris’ ally Datuk Majid Khan 
assured him that this was unneces- 
sary as Harris had already obtained 
approval. 

Adnan admitted acting against the 
advice of Sabah's top legal advisers 
who explained that Mustapha's ap- 
pointment. would be unconstitu- 
tional. But. Adnan "decided to pre- 
tend to administer [the] oath with the 
intention of getting rid". of his sur- 
prise nocturnal visitors, he said. 
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At The Dynasty Singapore, 
we've discovered that 
the illustrious company we keep 
also writes the nicest letters. 


Perhaps it's the unusually attentive service we extend to 
-every guest at The Dynasty Singapore. Or it could be the 
hospitality that seems to come straight from the heart. 
. ." .. Again it could be because of what we have to offer. 
Rooms and suites, luxuriously appointed and comfortably larger 
‚ thanaverage. Our Le Vendóme Restaurant that boasts the very 
г finest French cuisine. The Tang Court Chinese Restaurant with 
г its superb Cantonese specialities. Bill Bailey's Bar. Le Vendôme 
“Lounge, Our 24-hour Golden Dew Coffee House. Strollers 
Sidewalk Cafe. And the office away from the office — our 
Executive Services Centre, complete with Health Club and 


full-sized swimming pool. 


Whatever it is that enchants our guests about us, it makes 
reat letter writers of them. The next time you're in Singapore 
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Marcos: pressure to introduce electoral and military reforms. 








PHILIPPINES 


Marcos observed 


A stream of US visitors are dropping hints and 
suggestions while watching congressional reaction 


By Guy Sacerdoti in Manila 
he constant stream of senior United 
States officials visiting Manila 
since January has become a major de- 
bating point locally, and one which has 
surprisingly riled both the government 
and the opposition. 

While the administration of Presi- 
dent Ferdinand Marcos has relied dur- 
ing most of its 19-year tenure on con- 
tinued US support, the revitalised yet 
disparate political opposition has 
sought acceptance from Washington 
despite taking various public postures 
of increased nationalism. 

The visits have stressed the US, con- 
tinued — and some say increasing — 
concern over the need constantly to 
pressure Marcos: first to revamp the 
electoral infrastructure to ensure clean 
and honest elections (whether local 
elections currently scheduled for May 
1986, the presidential polls due in 
1987, or any election called earlier); 
and second to institute reforms in the 
military to combat the increasing gains 
scored by the communist insurgency in 
the countryside (REVIEW, 31 Jan.). 

At the same time, with the Marcos 
government forced to defend its politi- 
cal independence during a period of in- 
creased nationalism within the opposi- 
tian, the visits have heightened con- 
cern over the locally sensitive issue of 
US interference in Philippine domestic 
politics. 

The content and purpose of the US 
visits have been difficult to glean from 
the myriad press reports about the of- 
ficials' private meetings with Marcos. 
One report stressed that the quietly ar- 
ranged 6-10 May trip to Manila by CIA 
chief William Casey was to urge Mar- 
cos to hold an early presidential elec- 
tion. Others said Casey's “tough talk" 
with Marcos about reform led to the 
sudden retirement of Commission on 





Elections (Comelec) chairman Vicente 
Santiago on 17 May. 

Still others said the Casey visit 
prompted Marcos to instruct two of his 
staunchest political supporters, 
Leonardo Perez and Deputy Prime 
Minister Jose Rono, to rekindle what 
was previously an opposition clamour 
for "synchronised" elections hold- 
ing the local polls simultaneously with 
the presidential and vice-presidential 
elections — a proposal which Marcos 
had previously ruled out. Despite pub- 
lic scepticism, Marcos still officially 
rules this out, as well as any early pres- 
idential elections, saying the first joint 
polls may be held in 1990, combining 
local elections with those of the na- 
tional assembly 

And some reports saw a US hand be- 
hind the current publie prominence of 
the so-called “We Belong" reform 
movement, a growing number of young 
military officers who want to remove 
political influence among the officer 
corps of the Armed Forces of the 
Philippines, standardise promotion 
based strictly on merit and weed out 
corruption and favouritism 


hese reports, however, had more to 
do with local politicians trying to 
use the visits, and the convenient US 
cover, to push their own position on 
important issues than they did to ac- 
tual US policies, according to US 
sources. They accent- both Manila's 
penchant for speculation during the 
past 18 months of political instability 
as well as Marcos' tactics of holding his 
cards so close to his chest that even his 
staunchest political allies outside the 
presidential palace have little idea of 
what to expect. 
US State Department officials, how- 
ever, told the REVIEW that the visits — 








by, apart from Casey, Assistant Secret- 
ary of Defence Richard Armitage, 
chairman of the House of Representa- 
tives Sub-Committee on Asian and 
Pacific Affairs Stephen Solarz, Assist- 
ant Secretary of State Paul Wolfowitz, 
US Seventh Fleet Commander Adm: 
William Crowe and most recently 
Undersecretary of State for Political 
Affairs Michael Armacost, who is also 
former ambassador to the Philippines 
had a two-fold purpose. 

First, they pointed out, the US ad- 
ministration has a tendency to send out 
senior officials during the process of 
poliey formation, frequently giving 
local leaders mixed signals as to what 
the US wants. And second, the visits 
are designed, as one senior official put 
it, "to corner Marcos into making the 
right choices.” 

Most important was the message to 
Marcos that unless tangible electoral 
and military reforms are made, the US 
Congress will not approve the 1986 aid 
and credit package for the Philippines 
which is part of the agreement for the 
use by the US of the military bases at 
Clark Air Field and Subic Bay. 

The US administration has asked 
congress to approve a package for 1986 
of US$95 million for the Economic 
Support Fund and US$100 million for 
the military, evenly split between mili- 
tary sales credits and the military as- 
sistance programme (or direct grants). 
But the House of Representatives 
Foreign Affairs Committee has already 
proposed a reduction of the military 
portion to US$25 million, substituting 
increased economic aid for the differ- 
ence, 

The most tangible symbol of military 
reform for the US will be what Marcos 
decides to do with the armed forces 
chief of staff Gen. Fabian Ver, who is 
currently on leave during his trial on 
charges of being an accessory to con- 
spiracy in the 21 August 1983 assassi- 
nation of opposition leader Benigno 
Aquino. Marcos has stated frequently 
that he intends to reinstate Ver, a 
staunch political loyalist, should he be 
aquitted, replacing the current acting 
chief of staff Lieut-Gen. Fidel Ramos, 
who has begun to undertake reforms 
within the military during his six- 
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` US officials like to use as an example 
to Marcos the position of Republican 
Congressman Gerald Solomon, who 
said during his Manila visit in mid- 
April that despite being a supporter of 
US President Ronald Reagan and a 
conservative, a Ver reinstatement 
would force him to vote against the aid 
package when it comes to a vote in 
September, 

That is the type of pressure the US 
thinks will work. In fact, Ver's son, Col 
Irwin Ver, who is chief of staff of the 
powerful Presidential Security Com- 
mand, told Philippine journalists in 
mid-May that it was important that 
Ver return to his post, “even if he just 
stays there for a month.” That was the 
first indication that the palace has ac- 
cepted that a Ver reinstatement may be 
merely a symbolic vindication, and 
thus only temporary. 


he Casey visit was designed to 
have the same sort of influence as 
Solomon's. According to sources 
both within the Marcos and US ad- 
ministrations, Casey's appeal as a con- 
servative was that the US wants to 
help Marcos with both his economic 
and military problems, but that with- 
ónt tangible reforms, getting the aid 
ackage through congress will be im- 
possible. While the issue of holding 
early elections arose merely in the 
context of political options, according 
to these sources, Marcos may have 
understood it to be something the US 
wanted. 

Whether the replacement of Comelec 
chairman Santiago with member Vic- 
tórino Savellano, or the resurgence of 
the sychronised election issue had any- 
thing to do directly with the visit re- 
mains conjecture. But Marcos' concern 
over continued US support remains. 
Sènior government officials say, how- 
ever, that Marcos could always rely on 
his personal relationship with Reagan, 
which dates from 1969, if he felt he was 
being cornered. 

But despite this, what is clear is that 
the US will be watching closely over 
the next few months as the current 
election: code being discussed within 
thé national assembly is finalised, 
Ver's trial nears a verdict, and the abi- 
lity of Ramos to continue some of the 
reforms (begun in training and curbing 
military abuses of civilians in combat- 
ing the growing insurgency) is tested. 
It will also continue to monitor close- 
ly Marcos' health, which recent visit- 
ors have described as “frail,” as it will 
the constant opposition attempts to 
unify. 

But, US sources emphasise, initial 
moves for change and reform have 
been made and are positive enough, in 
the US view, to avoid the need for any 
senior administration official to take a 
formal stance'of threatening to with- 
draw support from the Marcos govern- 
ment. сил» п 
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Before you try putting different-size originals 
on one size of paper, there are a few things 
you should remember. 

Like the ratio of B4 to B5. And what 
amount of reduction will make A3 copy fit 
on an A4 page. 

Or you can forget all that and get a 
U-Bix 1800Z. With it, simply select the paper 
size you want your copies on, and the 
automatic zoom feature takes care of the 


rest. No more oversized ; ue 
copies that are hard to file. 

No more small copies that ابت‎ 
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A matter of balance 


The ruling LDP proposes measures to reduce the serious 
over-representation of rural voters — at long last 


By Charles Smith in Tokyo 


Aie nearly 18 months of internal 


debate, Japan's ruling Liberal 
Democratic Party (LDP) has finally 
taken action — of a sort — on the vexed 
issue of correcting the grossly unba- 
lanced distribution of seats in the 
multi-seat constituencies from which 
members of the lower house of the Diet 
(parliament) are elected. 
At the end of May, the party pre- 
sented a proposal for an amendment to 
the Public Office Election Law which 


- would eliminate one seat each in six 
| Sparsely populated — and over-repre- 





- sented — rural constituencies in west- 


ern and southwestern Japan where 
population levels have been falling. 
Simultaneously, the LDP is proposing 
to create six new seats in some of the 


- most heavily populated constituencies 


around Tokyo so as to "dilute," or 
lower, their extremely high ratios of 
voters to an MP. 

Unlike two previous constituency 
reforms (carried out in 1964 and 1975), 
the current “Six-Six” plan leaves the 


| total number of lower house seats un- 


changed at 511. The search for a reform 


_ proposal which did not involve adding 
_ Seats, obviously taxed the planners’ 


imagination. But a freeze on the exist- 


ing parliamentary strength was re- 
garded as an essential condition, given 
- the intense pressures on politicians not 


to spend more money on themselves at 
a time when the whole government 
machine is being subjected to a painful 


- economy drive. 


If adopted, the LDP's plan would 


- raise the number of voters per MP in 


the least populated constituencies in 
western Japan from the current level 
of around 110-120,000 to between 
160,000 and 180,000, while in busy 
urban constituencies near Tokyo the 
ratio would come down from nearly 
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500,000 to roughly 375,000. A disparity 
of one to three in the voter-to-MP ratio 
in rural and urban constituencies is 
claimed to be "acceptable as an in- 
terim figure." But LDP officials make 
no secret of the fact that even this 
much progress will be conditional on 
the outcome of negotiations with in- 
terested groups both inside and out- 
side the ruling party that could easily 
run into difficulties. 

Within the LDP, the plan is regarded 
with deep suspicion, for example, by 
the 32-member  Komoto faction 
(headed by former trade and industry 
minister Toshio Komoto), three of 
whose most important adherents hap- 
pen to occupy vulnerable positions in 
rural constituencies where seats are 
due to be eliminated. Opposition 
groups such as the Japan Socialist 
Party (JSP) and the Democratic 
Socialist Party have less to fear than 
the LDP from a transfer of lower house 
seats from rural to urban constituen- 
cies, given their relatively strong per- 
formance in urban areas. Despite this, 
all four of the major opposition groups 
announced they would vote against the 
reform scheme when. it was presented 
to parliament on 31 May. 


Fee main reason why the plan could 
be “dangerous,” according toa JSP 
spokesman, is that the elimination of 
seats in rural constituencies would 
breach the long-standing principle that 
all lower-house members are elected 
from medium-sized and large con- 
stituencies containing from three to 
five seats. The introduction of two-seat 
constituencies is seen by the opposi- 
tion as an LDP “plot” to split the anti- 
government vote and, thus, to compen- 
sate for the loss the ruling party may 
sustain by reducing the over-represen- 


The Diet: strong feelings about constituency reform. 





tation of voters in some rural con- 
stituencies. 

Some opposition spokesmen claim 
that two-seat constituencies could 
even be a half-way house towards the 
introduction of one-seat constituen- 
cies on the model of the British elec- 
toral system. A shift to single-seat con- 
stituencies would produce a radical 
change in the distribution of lower- 
house seats to the benefit of the LDP, 
the opposition believes — though it 
might also force the ruling party to 
centralise its own internal organisa- 
tion and abandon the prevailing sys- 
tem under which rival factions within 
the LDP fight each other for lower- 
houseseats in the same constituencies. 

Because of strong feelings that exist 
on both sides of the Diet about the 
whole subject of constituency reform, 
the LDP is expected to feel its way 
cautiously during the committee stage 
of the debate on its proposal. The Six- 
Six plan was deliberately presented to 
the Diet as a party — not a government 
— proposal, and intra-party critics of 
the measures were told that they could 
raise ideas of their own during the dis- 
cussions. Despite all this, it looks as if 
the bandwagon for reform of Japan's 
lopsided constituency system may fi- 
nally have got off to a slow start. 

The reform movement will receive a 
goad later this year in the form of a rul- 
ing by the Supreme Court which will 
almost certainly echo earlier district 
and high court decisions in finding the 
present system unconstitutional, be- 
cause it deprives voters of their con- 
stitutional rights to equality of rep- 
resentation. By the end of the year, the 
arguments in favour of not letting 
things lie will have been reinforced by 
another important development. 

The 1985 National Census, the re- 
sults of which are due in December, is 
expected to show that the drift from 
country to town that has been under 
way since soon after World War II, has 
progressed even faster during the past 
five years than in the period preceding 
the 1980 census. If this turns out to be 
the case, constituency reform in J apan 
will begin to look more than ever like a 
question of running hard in order to 
stay in the same place. п 
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Nakasone with Reagan and other Western lea 


OVERVIEW 


Japan IS Number One 


By Charles Smith in Tokyo 


part from being the year in which the most notorious | the US and, secondly, because the lion 
Ate: in Japanese politics, Kakuei Tanaka, finally invested abroad by Japanese institutions dur 
bowed out of public life, 1985 may go down in the | months have found their way to the I 
history books as the year Japan became the richest indus- | chases of US Government bonds. Ho 
trial nation in the world, at least in terms of its external Japan's “profits” on its trade with the US 
assets. Figures published by the Ministry of Finance (МоЕ) | partly ploughed back into the US econon 
at the end of May show that Japan easily overtook the Unit- | securities investments does not appear to ben 
ed States last year as an international creditor, with net | fort to either party of the relationship 
assets of US$74 billion, almost double the year-earlier fig- | Recent comments by US congressmer 11 
ure. Вгїїаїп'з assets at the end of 1984 may have been | ers, if not by the administration, sug 
around US$80 billion, the MoF believes. But during the | been getting the better of the US in trade tí 
course of the current year, Japan is seen as certain to surge whelming extent in the recent past than noth 
past Britain, putting it into the No. 1 spot as an industrial matters. In Tokyo, a few bankers and finar 
creditor nation have argued that the recycling of trade 
The achievement is a remarkable one for a country form of portfolio investment has worked 
which, unlike the US, has no material resources to speak of countries. The great majority of politi: 
and few advantages of any kind except the intelligence and ers, and bureaucrats, however, seem to feel t 
energy of its people. Yet getting to the top of the assets tion is extremely dangerous 
league-table does not seem to have been seen by many peo- 
ple in Tokyo as anything to be especially proud of hings might have even bee 
A top official at the Ministry of International Trade and T according to this majority vi 
Industry told the REVIEW recently that he found Japan's had not bought time for itself with tl 
position as a major creditor country "incongruous" package in which Prime Minister 
especially compared with the debtor status that could soon promised a sweeping review of import-testii 
be assumed by the US. Elsewhere іп the government and in | But the package, and a more ambiti { 
the business world the fact of piling up overseas assets оп а me" which has been promised for August or Septembe 
larger scale than any other industrial nation seems to have not expected to do more than assuage the 1 ( 
been seen аз a pointer to the fact that Japan occupies one can legislators, or more than margina 
end of an alarmingly unbalanced and unstable relationship the dangers of retaliatory action be 
— the economic and trading relationship with the US Japan 
The economic axis between Tokyo and Washington holds In order to deal permanently with the рї 
the key to Japan's position as a creditor nation for two trade imbalance, opinion leaders i: | ( eel. thi 
reasons first because Japan's capital exports in 1984 government needs more time as well as mot erage 
were underpinned by a huge surplus on visible trade with it has at present — as well as more coope \ 
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Datsun takes 
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ington in the form of measures to ensure a realistic dollar 
exchange rate. 

The overvalued dollar was the biggest reason Japan's im- 
ports from the US failed to grow more than marginally in 
1984 ànd the first few months of 1985, according to Japan- 
ese economists, and it may also explain why Japan's trade 
balance with the European Community failed to expand 
during 1984 at anything like the same rate as the American 
imbalance. US officials may prefer not to put the main 
stress on this aspect of the “Japan problem" but some re- 
cent statements from the White House suggest that at least 
they admit that it exists. 

If Japan cannot expect to head off a crisis with the US 
over trade issues by late 1985 or early in 1986, the world 
trading system, as well as relations between the two pro- 
tagionists, could be in for a rough ride. But trade itself may 
no longer be the only or even the most important issue 
raised by Japan's new economic position. Apart from find- 
ing some means to reduce its imbalances with the US, 
Japan now faces the task of adjusting globally to its posi- 
tion as a nation in chronic external surplus either by giving 
back to the outside world more of what it takes out in the 
form of export earnings, or by adjust- 
ing domestic economic policies so as 
to generate more demand at home for 
the products of Japanese industry. 

Neither of these items on the gov- 
ernment's economic agenda seem 
likely to be easy to deal with, but 
neither seems quite as hopeless as the 
task of achieving an immediate cut in 
the surplus with the US. Long-term or 


structural action by Japan to adjust to The gold r ush 
its new status as a capital exporter Tax evasion 


thus could be the area to watch in fu- 
ture, even if short-term trade prob- 
lems and retaliatory threats by US 
Congress continue to dominate head- 
lines. 


Of the various measures being Property investment 90 short of its t 
mooted in Tokyo, action to revive Housing — 91 period ends in 


domestic economic activity is the one 
which seems most likely to produce 
results before the end of 1985. The 
chances of traditional Keynesian re- 
flation measures being introduced are 
slim, given the size of the budget de- : 
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but a programme to de-restrict tightly re 
the economy, such as housing, is definitel: 
series of changes in the tax system designed to e 
spending by wage- and salary-earners and dis 
hoarding of surplus of funds by farmers and thi 
ployed is also a strong possibility. 


nother series of measures which could 

A a percentage point or two to Japan's 
tic economic growth rate (and thus reduce t 

sure on companies to export) would be the use of 
sector funds to carry out public-works projects 
hitherto been the monopoly of the government. The 
ing of private resources to build a new (and lor 
international airport in the Kansai region of 
problem on which the government has been work 
some months with what seems to be modest s 
line is a scheme to get private companies to hi 
bridge over Tokyo Bay. 
Outside Japan, the challenges facing "the work 
country" include sharply boosting foreign 
up direct investmer 








tively unproductive port 
ment. Persuading Japan 
to strengthen its ox r 
turing presence, particularly 
58 countries such as the U 
62 member states of the EC c 
64 anything but a task for the | 
given the time needed ta prey 

67 jects — and doubts 
67 much Japanese manul: 
vestment these nalions are 
want anyway. 
Stepping up aid could bea 
86 matter. Japan's curren 
doubling plan will ha 


ri 


H 














government has 
thinking about wa 
proving aid performan 
next five-vear perioc 
new medium-term aid | 
seems likely to be an inc 










which has become urgent as 


ower priority that most Japanese politicians and business- 
nen seem to give to regional relations. Japan's export de- 
pendence on the US rose to a dramatic 35% in 1984 as US 
demand accounted for a phenomenal 70% of total export 
growth. Yet the economies of newly industrialising Asian 
Countries such as South Korea and Taiwan have been 
growing at least as fast as that of the US, and the China 
market, since the second half of 1984, has begun tolook like 
an exciting new frontier for manufactured exports. 

с A structural shift in the pattern of Japan's trade away 
from the US and towards its own region seems to be one 
possible result of the problems that have sprung up be- 
tween Tokyo and Washington over the past vear, but the 
danger also exists of the Japanese business community tak- 
ing Asia for granted. In order to make the best of oppor- 
unities on its doorstep, Japan needs to improve access to 
dts own markets for Asian manufactured products and 
‘Speed up the process of technology transfer. So far there is 
no sign that either is going to happen quickly. 

The list of things Japan needs to do to adjust to its status 
as a major capital exporter and the world's most competi- 
tive industrial nation could be extended further, but a 
longer list would make no difference to the basic principle. 
he.Japanese economy is unlikely to grow at anything like 
is full potential in future unless the world outside grows 
aster as well. Making this happen should be a top priority 
or the Nakasone cabinet and its successors — possibly 
anking higher even than the need to cut surpluses with the 

































result of Japan’s trade surpluses concerns the weight ate 
ached to economic relations with the US and the rather 





for action, but - 
Reagan resists 


By Robert Manning in Washington 
ДМ fever-pitch of anti-Japanese sentiment in the 





United States that reached a climax in late March 

when the US Senate passed a unanimous resolution 
urging retaliation against Tokyo has temporarily subsided. 
But resentment bubbling just below the surface emphasises 
that economic tensions between the US and Japan reflect 
what is in the US view a long-term problem. 

The relative relaxation of trade tensions in recent weeks 
is largely the product of two factors — the short-term suc- 
cess of Prime Minister Yasuhiro Nakasone’s 9 April mar- 
ket-access programme (and progress in US-Japan bilateral 
trade talks) and the fact that the US Congress has been 
preoccupied with budget appropriations. In the face of a 
record US$36.8 billion 1984 trade deficit with Japan and a 
record overall US$123 billion trade deficit, protectionist 
pressures have become an increasingly important fact of 
political life in the US. 

The former US special trade representative, Secretary of 
Labour William Brock, recently described the situation as 
"dangerous" and added that protectionist sentiment, “is 
the most intense I have seen in 23 years in Washington." 
And if there were any doubts that pressures on Japan 
would continue to mount, first quarter 1985 trade figures 
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showing a more ‘than 20% increase in the US "irr | 
ficit with Japan seem to dispel them. Total US-Japan 
two-way trade was US$23.65 billion in the first quarter, 
compared to US$19.4 billion in the same period last year. 
US imports from Japan were up to US$17.4 billion, from 
US$13.75 billion in the first three months of 1984. This im- 
port increase precedes the expiration of "voluntary" car- 
import quotas which expired in March, hinting that the 
overall 1985 deficit will be even higher. US officials now 
predict the total 1985 deficit with Japan to reach about 
US$50 billion. 

There appears to be a rough consensus that the over- 
valued US dollar, high US interest rates, and ultimately, 
the massive US$213 billion budget deficit are major causes 


of the trade imbalance. But at the same time, there is also a | 


feeling that Japan’s markets are less open than those of the 
US and that Tokyo must take swift and drastic action to 
redress the problem. Such sentiment, plus the difficulties 
in cutting the US budget deficit substantially, have led 
many in congress to look for a "quick fix" such as an import 
surcharge. 

President Ronald Reagan's administration has thus far 
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upshot of all the sabre-rattling in congress was that the Ja- 
panese backed down on telecommunications issues." But 
he added: “The question is how long can we sustain the 
pressure. The pattern has been as soon as we stop focusing 
on an issue, the Japanese bureaucracy quietly grinds to à 
halt in efforts to address the issue." 





US officials feel the unprecedented uproar in congress 
and growing concern in the US business community have 
served to get a message across to Japan. One senior US 
trade official told the REVIEW: "I sense that many Japanese 
officials and businessmen are for the first time concerned 
that they have to do something, though they aren't sure 
what it is " US officials concede that even if Japan did 
everything Washington asked, the trade deficit would 


shrink by only US$10-12 billion 
But they are vehement about the principle of market ac- 
cess, which they insist is not just a problem the US faces 





held the line against retaliatory moves 


with Japan, but as a White House official 
told the REVIEW: 


which could, as Assistant Secretary of 
State for East Asia and the Pacific 
Paul Wolfowitz told congress re- 
cently, “have a major detrimental im- 
pact" on US-Japan relations and “on 
the global trading system." 

Whether intentional or not, there is 
a "good cop, bad cop" relationship be- 
tween the threats from congress and 
the diplomatic approach of the 
Reagan administration. One US trade 
official conceded to the REVIEW: "The 


ought to be ready to spend more on 
public works instead of cutting even 
the nominal value of the public- 


` works programme, as it has done 
- since 1980. There should also be 


enough money to finance investment 
rebates for industry, to make sure 
that capital investment really does 
take off, Miyazawa thinks. 

бува wa claims to have been 


j T prov ed right during the year since he 


his plan. The government’s 
tax revenues for fiscal 1984 do indeed 
appear to have increased by around 
9%, he p: out, despite a "sapin 
error by the MoF in forecasting the 


we 


revenue from liquor tax (due to the 


way Japanese drinkers have been de- 


-serting whisky in favour of lightly 
taxed drinks such as the local distill- 
ed spirit, shochu). 


Whether tax revenues will con- 
tinue growing at 9?5 in 1985 is uncer- 
tain, Miyazawa admits. But he thinks 
the prospect for wage settlements in 
the coming year is favourable, des- 
pite the caution shown by employers 

during the 


and employees alike 


J 


spring 1984 wage negotiations, which 
resulted in an across-the-board rise 
of barely more than 5%. 
‚ Tax payments by private corpora- 
tions also should continue strongly in 
1985 — unless industry gets nervous 
hos the future and starts. salting 
away its funds. 

As a footnote to his йна of the 

government’s macro-economic po- 
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Miyazawa: ‘Et tu, Brute.’ 


_licies, Miyazawa points out that pub- 


lic works spending may rise in the 

latter half of this year anyway be- 

cause of a decision by the LDP that 

work will start by August 15 on a new 

ne super-express railway 
e. 


М ажа calls the party's deci- 
sion to start work on the project 
without settling where the funds are 
to come from “sloppy,” but also sees 


_it as a natural reaction against years 


of bureaucratic rigidity on the public 
works question. 

As a party executive who also hap- 
pens to be a former MoF bureaucrat 
(he served in the ministry's tax 
bureau in the 1940s and 1950s) 
Miyazawa is obviously well placed to 
appreciate both sides of the public 
spending argument. "My old col- 
leagues must have whispered, 'Et tu 
Brute' when they found me putting 
the knife in on the Shinkansen issue," 
he told the REview humorously. 

Apart from his MoF background, 
Miyazawa's credentials as an expert 
on economic issues derive from ex- 
perience gained as minister of inter- 


"It is a problem Japan 
has with the world, not just us." At the 
January Reagan-Nakasone meeting in 
Los Angeles, the two leaders agre to 


high-level bilateral trade talks on four 
targeted sectors telecommunications; 
electronics; medical equipment and 
pharmaceuticals, and forestry products, 
These talks called market-oriented 


sector specific (MOSS), have become the 
litmus test of progress on market access. 
In the telecommunications sector, as a 


national trade and industry and as 
director-general of the Economic 
Planning Agency, a post he held on no 
fewer than three occasions between 
1962 and 1978. 

In the early 1960s Miyazawa as- 
sisted then prime minister Hayato 
Ikeda in launching the famous “in- 
come-doubling plan" which became 
the banner under which Japan 
achieved the highest growth rates of 
any major industrial nation for more 
than a decade. 

Whether Miyazawa will get the 
chance to put his economic theories 
into practice as prime minister at 
some time in the not-too-distant fu- 
ture is one of the key questions in Ja- 
panese politics today. His position as 
the head of the second largest LDP 
faction (formerly headed by ex—prime 
minister Zenko Suzuki and, before 
him, by the late Masayoshi Ohira) 
means that his leadership aspirations 
can hardly fail to be taken seriously. 

In order to cement his position in- 
side the party, Miyazawa probably 
needs to project himself more in the 
outside world, following the example 
of Nakasone, whose popularity at 
home is closely linked to his image as 
successful diplomat. Overseas pro- 
jection is precisely what Miyazawa 
seems to have been aiming at recently 
in a number of cogent speeches and 
interviews dealing with the trade and 
economic-policy dilemmas that con- 
front Japan. — CHARLES SMITH 
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senior US trade official put it, “the Japanese gave us every- 
thing we asked for.” US efforts have been focused on the 
privatisation of Nippon Telegraph & Telephone, and US 
officials cite a host of Japanese concessions. These include 
expediting registration procedures for value-added net- 
works; self-certification based on manufacturer's test 
data; reducing technical standards to mesh with those of 
the US, and allowing three foreign members on the advis- 
ory council to the Ministry of Posts and Communications. 
But a US trade official cautioned: “Even in this sector 
there’s a lot left to be negotiated in the next round.’ 
Interviews with a number of US officials reveal that the 
Reagan administration sees no dramatic progress in the 
other three sectors, though US officials stress that the 
MOSS talks are a long-term process. In the medical equip- 
ment and pharmaceuticals sector, US officials point to the 
acceptance of foreign clinical-test data as an important 
step, but cite little movement in the electronics sector and 
less on forestry products | 
Electronics-based goods account for about 40% of the 
Japanese trade surplus with the US. One potentially explo- 
sive issue that US officials say they have had difficulty even 
putting on the negotiating table is semiconductors. The US 
is a world leader in semiconductors, but its market share in 
Japan has been static at about 10% for a number of years 
while Japan's share of the global market - despite a glut — 
is growing. US officials fear Japan is developing excess ca- 
pacity, and may be faced with dumping charges in the US 
in the near future. | 
A recent provisional order of a communications satellite 
from Hughes Aircraft Co. which may be worth US$300 mil- 
lion is cited by US officials as one encouraging sign. But 
some US officials point out that little telecommunications | 
equipment has been ordered yet. Another high-technology 
area regarded here asa test case is supercomputers, wherea | 
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Wolfowitz; Danforth; Brock: an intense sentiment. 





recent Japanese action is being viewed sceptically by US 
officials: After Commerce Secretary Malcolm Baldrige 
wrote a letter to Japanese officials on behalf of Cray Re- 
search Inc., considered the world leader in the field, Nissan 
Motor Co. in mid-May ordered a Cray supercomputer. But 






link between trade frictions and some 
of the domestic economic issues fac- 





The worst may never happen 





ne Japanese ministry which is 
apparently not yet tearing its 
hair out over the problem of foreign- 
trade imbalance and its efect on rela- 
tions with the United States is the 
Ministry of International Trade and 
Industry (Miti). 

In an interview with the Review 
shortly after the Bonn summit of the 
leading industrial nations had failed 
to make any discernible headway on 
| trade problems, the top Miti official 

dealing with external economic is- 
sues, Vice-Minister Kazuo Wakasugi, 
said he did not “expect the worst" to 
happen as far as Japan's relations 
with the US were concerned and 
thought that recent events might 
even hold some useful lessons for 
Japan. 

Wakasugi agrees that the US Con- 
gress may pass retaliatory legislation 
against Japan, but is convinced that, 
in the slightly longer run, US busi- 
nessmen will see that a trade war is 
not in their interests. In the meantime 
Japan could perhaps do with a re- 
minder that there are other parts of 
the world where it can do business 
profitably as well as North America. 


‘are many tangible barriers left 


ing Japan. It seems unnatural, he 
says, that a country which now ranks 
as the world’s largest holder of net fi- 
nancial assets should still be short of 
so many things at home. 

One of the shortages that especially 
concerns him is housing, an area in 
which Japan suffers, not only from 
low standards, but also from an ap- 





Wakasugi apparently feels that 
Japan's long-term destiny lies more 
in its own region and less on the far 
side of the Pacific than the recent 
pattern of its foreign trade might 
suggest. 

This could include stronger econo- 
mic ties with both China and the 
Soviet Union, though Wakasugi now- 
adays soft-pedals the notion that 
really serious trouble with the US 
might lead Japan to shift the em- 
phasis of its trade relations decisively 
towards the communist world. 

Despite his determination to look 
on the bright side of trade problems 
with the US, Wakasugi is ready 
enough to admit that some things are 
seriously wrong. He says it is true the 
Japanese market is hard to penetrate, 
though this does not mean that there 








































against imports. х 
“More to the point, according to 
Wakasugi, is a pervasive national 
psychology which insists on seeing 
foreigners and foreign products as in 
some way “different” or “unusual.” i 
Apart from this, Wakasugi feels. 
that it is important to recognise the 
























Wakasugi: the long view. 


There are co 
on the degree : 
dollar is responsible for.the trade i 
ficit with Japan. Some trade officials 
point to similar problems. Western 
Europe has with Japan despite'a lack 
of exchange-rate difficulties to claim 
that the “dollar argument is over- 
blown." On the other hand; C. Fred 
Bergsten, director of the Institute for 
International Economics, argues that 
the most crucial aspect of the US- 
Japan trade imbalance “is monetary 
f and тасго-ес onomic innature.” 


ergsten ar gues that the yen 
B should. be strengthened to at 

least €200:08$1. Bergsten says 
that Japan should take steps to curb its 
capital outflow and promote invest- 
ment through tax cuts and possibly a 
tax on capital outflows to correct the 
mix of US and Japanese fiscal and 
monetary policies. US Secretary of 
State George Shultz also raised the im- 
balance between Japanese savings and 
investment in a recent speech, and 








suggested that Japan open up new in- 


vestment opportunities. 

In. the short term, US officials con- 
cede, political realities constrain both 
Washington and Tokyo from dramati- 
cally altering their respective fiscal 
and monetary policies. The US$300 
billion budget cut over three years 
proposed by Reagan is unlikely to be 
realised, as evidencec 1 by the refusal of 
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Sumitomo Bank is flexible. Properly flexible. 
That’s why Sumitomo is able to 
continuously keep up with and respond to the ever 
changing needs of our customers and society. 
Today's society, with sophisticated, varied banking needs 
supported by relaxing international restrictions, 
demands banking climates to expand 
to limitless dimensions. 
At Sumitomo Bank, it's our flexibility that keeps 
us serving those needs. 
And it's our limitless potential that keeps us ever growing. 


«Ф» SUMITOMO BANK 


3-2, Marunouchi 1-сћоте, Chiyoda-ku, Tokyo 100, Japan. 






























In congress, the issue appears to be what move to make 
and when to make it rather than whether to take action 
against Japan. The reprieve won by Nakasone’s April pro- 
gramme and progress on telecomunications issues has a li- 
mited time span. Well-placed senate sources told the 
REVIEW that a 20% import surcharge as advocated by some 
in congress “will not become US law.” Surcharge legisla- 











success begins 
to pile up 


By Bruce Roscoe in Tokyo 
apan's trade surplus is the result of an all-too-success 
ful effort to increase the added value applied to im 
ports of raw materials — an effort that dates back t« 
the 1973 oil shock. Narrowing the trade gap by boosting 
economic growth in Japan is going to be difficult; but Japar 
itself could be the main loser if it fails to find some way ti 
cut the surplus. 

But the trade course Japan's economic planners anc 
bankers expect the nation to follow for at least the next fiv 
years does not suggest that growth in imports will any- 
where near match the higher level of anticipated exports 
Even in downbeat (export growth of 5-6% a year) forecasts 
the Industrial Bank of Japan (IBJ), for one, reckons the cur- 
rent-account balance will double from the US$25 billior 
recorded for 1984 to at least US$50 billion by 1990. And i: 
Japan's trade structure remains unchanged from the pat- 








US-Japanese trade negotiators: what's on the menu? 


tern of the 1970s, IBJ forecasts the figure 
will hit US$80 billion. 

Put in a broader perspective, this 
means that over the 1983-90 period 
Japan's surplus would reach almost 
US$400 billion, or roughly the same 
amount as the combined surplus Opec 
oil exporters achieved from 1974-81. 
This may have a "destructive effect on 
the structure of the world economy," 
unless Japan acts to cut the surplus by 
expanding domestic demand, an IBJ re- 
port warns, adding: “Appropriate de- 
vices are necessary to provide the Ja- 
panese market with low-priced foreign 
goods with easier access to raise the liv- 
ing standards of consumers." 

IBJ economists, however, expect that 
exports will continue to outpace im- 
ports. “The pattern has been that while 
world trade increases at about 5% a 
year, Japan's exports rise at around 
10%. As long as about 70% of imports 








tion in the House of Representatives does not single out 
Japan, while such legislation in the senate, proposed by Re- 
publican Sen. John Heinz is aimed solely at Japan. The 
Reagan administration is steadfastly against an import 
surcharge, last adopted in the US by Richard Nixon in 
1971. Thus it is likely that if such legislation gained full 
congressional approval, Reagan would veto it. 

More likely to succeed if trade tensions rise is a bill spon- 
sored by Senate Trade Committee chairman John Dan- 
forth, which has already cleared the committee, But under 
US law only the House of Representatives can initiate re- 
venue-related bills. Danforth's billisa reciprocity measure 
which would mandate the president to retaliate sector-by- 
sector in each area where equal market opportunity is 
found absent. 

The administration has not yet supported the bill. But a 
well-placed house source told the REVIEW that though a 
similar bill has not been introduced yet in the house such a 
measure "would pass ih a minute." Hinting at a possible 
shift in administration thinking, a senior trade offficial 
told the Review: "One has to distinguish between protec- 
tionism and retaliation.” An aide to Danforth said that 
congressional pressure “will heat up again, probably as 
soon as we see what the last round has produced. " п 


62 





SANKE! SHIMBUN 

Ј comprise oil апа raw materials, that 
won't change,” said Yuji Watanabe; a senior economist at 
IBJ. Watanabe says the high US dollar coupled with high 
interest rates is the biggest reason for the size of the trade 
surplus. The exchange rate is now about US$1:¥250. IBJ 
calculates that a fair rate would be ¥220 if each country's 
cost of personal-computer production was the standard. If 
cars were used as a guide, the rate would be #170-180; 
steel, around ¥210. 


exchange rate, Watanabe says, considering that 

capital transactions have grown to occupy around 
80% of Japan's total exchange transactions. As Japan ex- 
ports more capital, much of it to fund the United States 
budget deficit, the value of the dollar is pushed up higher, 
making it more difficult for the US to sell in Japan but 
easier for Japan to penetrate US markets. 

It will not be an easy cycle to break, though some 
US leaders have privately suggested to Japanese officials 
that perhaps some "administrative guidance" could be 
applied to slow down the capital outflow. The response has 
been an assurance that now Japan has embarked upon fi- 
nancial-market liberalisation, there can be no turning 
back. 


B ut export transactions are having less effect on the 
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And in most industrialised nations, Aoki adds, oil con- 

. sumption needs to be boosted by at least 1% to add one 
е point to gross national product growth. Ja- 


Ccentag 







nsuming just 


0.6-0.7% more oil. (US$ million) 


Ww i| 





EXPORT TRENDS 





All this does not augur well for the prospect of Тарап iu 
porting тоге гот abroad, at least not in proportion to. 
port growth. Indeed. imports for 1984 were? yr Lier pe 
reached in 1981, despite consecutive colossal export р 
recorded in the three years since. Although a fall in« 
other raw-material imports was the main cause ol 
downturn in total imports, à more important factor v s 
trend of decline in the ratio of resource and fuel imput | 












be expected 
to accelerate 





In fact, while GNP 
jumped 1.5. times 
from 1973 t0 1983, | ys 
oil consumption 










over the period ас- West Germany 








trend. 
Not all Ja 


hi-tech b 
dustries in 









tually fell by about 
2596. It is not that 
Japan's value-add- 
ed labour produc- 
tivity is now higher than that of, say, West Germany, 
France, Britain or the US. But in several key areas, it is ris- 
ing at the fastest rate and it seems certain to ovértake the 
rates of lagging Western nations. 

Japan has the fastest growth rate of any industrialised 
nation in such productivity in the categories of national 
economy, manufacturing, commerce, financing, insurance, 
property and services, according to the productivity 


Note: Figures in b в 
Source: Bank of Tokyo. 


centre's latest figures, for 1981. It also has the second high- | 
‘est rate, after West Germany, in transport, storage and 


communications. Japan's value-added labour productivity 
is actually highest only in manufacturing and mining. It 
falls behind most conspicuously in agriculture, an industry 
still heavily shielded from foreign competition. 


` The higher value-added productivity has enabled Japan | 


to change the basic structure of its trade. The most radical 
change has occurred over the past four years. In the 1970s 
there was по significant difference among Japan, the US 
and West Germany in the rate of export growth, But from 
1980 onwards, Japan took an easy lead, and at. the same 
time the share in its exports of high-value products such as 
machinery rose faster. While the pattern of US and West 
German exports followed traditional lines, machinery and 


equipment in Japan's case has accounted for as much as. 


64% of the total increase in exports recorded from 1980 to 
1994. 

. “In terms of value, Japan's machinery and equipment ex- 
ports, worth only half the level of West Germany or the US 
in 1970, surpassed the US in 1983, and have continued to 
record double-digit growth. This reflects a massive invest- 
ment in high-technology industries which are included in 
the category. In- i н 
terestingly, the: 
highest level of 
hi-tech invest- 
ment was in pro- 
cessing and. as- 


Materials 
and 


р 
mineral Chemicals 





growth. 












JAPAN'S CHANGING EXPORT STRUCTURE 


Textiles | Machinery 


regard, h 
Shigenori 
wa, an e 
of Sumito 
Corp.'s foreign-business section, believes that the f : 
some hi-tech fields may not be as glowing as some bê 
suggest. His reasoning is that much higher levels of 
ment are needed to assure growth than was ever the 
basic heavy industries such as steel or shipbuildin 
the investment must be repeated at shorter interval 
fine or even replace products that age at light 
And for many items there is no guarantee that pt 
hold. Rather, as in the case of personal computers and 
components, competition is tending to force prices d 

arate that isnot always being compensated by hi | 
of product dispersion, 






































e that as it may, for the short term Japan appear 
B to profit immensely from the investment it has 

éd into new industries. That this move is lesse 
the need to import many materials only strengthens t 
case for wider access to Japanese markets in 1 : 
wheré Japan is not internationally competitive 
is readily conceded by some politicians and pr 
ly all economists. "There is an urgent need tc 
sults” in market liberalisation, says Michaki Ка 
Bank of Tokyo trade analyst. 

But while market liberalisation, at least accor 
Japanese Government, is being achieved in stages 10 
sults are not. Recent trade concessions, small in pe; 
been made, but made begrudgingly. The essential | 
that Japan still has not accepted the logic of comp 
advantage in trade, opting instead to continue to pr 
host of industries that, even if they are not ailing, ca 
hope to compete with Toreign counterparts. 

And Jat 
leaders hz 
quick 
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sembling, in other 
words, in gearing 
for export. In 
1984, hi-tech ca- 
pital outlays ac- 
„counted for 22.4% 
of total plant and 
equipment spend- 
ing by all indus- 
tries, and 39.9% 
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e Note: Figures 
of total capital Source; Bank of Tokyo. 
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The nation of 
Savers stores 


up trouble 


rade disputes between Japan and its Western part- 
T ners usually focus on such things as the red tape that 

allegedly ties up imports into Japan, voluntary re- 
straint (or the lack of it) on Japanese manufactured exports 
to the United States, and the Japanese farm-product 
quotas that some critics say are the strictest in the world 
The 1985 round of trade frictions between Tokyo and 


Washington has added another item to the familiar list. The 
US claims that Japanese wage- and s 


too much, and that because of this Jap 
suming nearly enough of its own 
products 


The American criticism of Japan's performance as a 
saver produced a reaction bordering on outrage when it 
was first unveiled in a speech by Secretary of State George 
Shultz at the end of April. Japanese spoke 
Satoshi Sumita, governor of the Bank of J 






Everyone 

is in the 
black — 
except the 
government 


hen Saburo Okita, at that time a 
W ous electrical engineer with a 
strong interest in economic issues, 
helped to draft the first economic 
white paper published after World 
War II by Japan's Economic Stabili- 
sation Board the theme was: “Gov- 
ernment, business and households — 
all in the red." 

This year, Okita, now 70, has been 
tackling a very different kind of as- 
signment. As one of Japan's most dis- 
tinguished economists, he was asked 
recently to become head of the special 
committee on external economic 
problems which has been advising 
Prime Minister Yasuhiro Nakasone 
on ways to deal with trade frictions. 

The theme this time could be de- 
scribed as: “Business and households 
chronically in the black, while only 
the government sector remains 
chronically in the red." 

In a conversation with the REVIEW, 
Okita acknowledged that Japan's 
stubbornly high rate of household 


alary-earners save 
an has not been con- 
or other countries' 


apan (BoJ), were 








Queuing up to save: formidable range of incentives. "o 





SANKE! SEHIMBUS 








'smen, including 


savings has become an anomaly now 
that economic growth-rates have 
slowed down and the money is no 
longer needed to finance industrial 
expansion. He also hinted that, if the 
government could find some way of 
preventing these savings from flow- 
ing out of the country, a number of 
economic problems might be solved. 

Keeping Japan's savings at home 
would strengthen the yen exchange 
rate (and thus remove one of the in- 
centives behind exports) besides 
helping to bridge the gap between 
government revenue and expenditure 
which has become a major headache 
for economic policymakers, 

However, Okita candidly admitted 
that he did not see how this could be 
done simply. Measures to impose 
controls on capital exports might 
make theoretical sense but in prac- 
tice could “never be sold to the Fi- 
nance Ministry.” 

The “insulation” of Japanese in- 
terest rates from the United States 
interest-rate system would be benefi- 
cial, particularly if it meant that rates 
in Japan came down enough to make 
investment in plant and equipment 
significantly more attractive to in- 
dustry. Once again, however, Okita 
admitted that he had no magic solu- 
tions up his sleeve — at least none 
that would be politically viable in the 
context of current US-Japan rela- 
tions. 

In the absence of dramatic solu- 
tions to the savings problem — and 
the related issues of domestic growth 





quick to assert that there was “no causal relationship” be 
tween domestic savings levels and Japan's all-too-success 
ful record international trade 

Despite this, some private-sector economists have con 
ceded that the country’s high rate of private Savings (17° 
of disposable income in 1982 and 1983) may constitute 
problem. Some commentators have gone on to suggest tha 
















































Okita: no magic solution. 





and external trade imbalances — 
Okita apparently favours chipping 
away with more modest measures. In 
its 9 April report, his committee ad- 
vised the government to study vari- 
ous tax-reform measures that might 
shift the flow of funds within Japan 
from savings to investment. 

The committee also advocated de- 
regulation of sectors such as housing, 
where red tape is holding up expan- 
sion, and the “mixing of public and 
private funds” in public works pro- 
jects. If this could be done in a way 
that would lower public-works fund- 
ing costs to around 6%, many cur- 
rently stalled projects might become 
viable, Okita thinks. 
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Source: Bank of Japan. 


the government should start dis- 
mantling the formidable system of 
savings incentives it constructed in 
the 1960s, when the nation. needed 
all the cash it could lay hands on 
to finance capital investment by indus- 
try. 

The main inducements to save in 
Japan today (apart from. what the 
government claims is a deeply in- 
grained tradition of thrift) consists 
of tax exemption on the interest 
earned from a variety of different 
types of savings instruments, includ- 
ing government bonds, post office 
savings accounts, and ordinary bank 
deposits, each of which can be accu- 
mulated to a ceiling of Y3 million 
(US$11,900) before ceasing to be tax 
havens. 

Critics of the government's "savings 


to help Asian shippers reach 
North American markets. 


Mitsui O.S.K. Lines' trans-Pacific Alligator 
Container service now gives Asian shippers more 
convenient access to their important North American 
markets with more frequency and more routes. 

Weekly from Hong Kong, Taiwan, Busan and 
Japan, and bi-weekly from Singapore. 

Our Alligator service not only links principal ports 
in Asia with the main gateway ports on the West 
Coast, but includes land transportation bridges to 
cover most of the North American continent. 

For container service to North America, contact 
Mitsui O.S.K. Lines. We've got a lot more going 
your way. 





| == Mi tsviOS C Lines 


i Hong Kong: Mitsui O.S К. Lines (Н.К) Lid. Tel. 5-293110 Manila: Maglines Agencies, Inc. TeL 50-66-11/16 
Bangkok: Mitsui O.S К Lines (Thailand) Co., Ltd. Tel. 234-6252 Singapore: Mitsui O S К Lines (Singapore) Pte. Ltd. Tei. 2252811 








Kuala Lumpur: Malaysian Shipping Agencies Sdn Bhd Те! 93221! 
Jakarta: c/o Gesur! Lioyd РТ Tel. 670116 Seoul: c/o Pan Continental Shipping Со, Ltd. Tel 28-7751 
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INTRODUCING 
A NEW 
1)-YEAR-OLD 
SECURITIES 








Certain traditions never change, but our 
business is based on change. To insure quality 
performance. Sanyo Securities combines a 
tradition of service and innovation with the 
technology of tomorrow. 


Exclusive Computer Software 

Sanyo continues to develop sophisticated yet 
practical software systems, designed for op- 
timum decision-making in complex market 
conditions. 


State-of-the-Art Information Service 
Through the Reuters network, Sanyo Securities 
provides the most comprehensive information 
service available on the Japanese markets— 
clear, accurate, and up-to-the minute. 


International Personnel 
“International” describes an attitude, an 
approach to the way Sanyo does business. 
Experienced, capable and, of course, multi- 
lingual, our staff embodies a commitment 
to being truly “international” 


Brokers, Dealers, Underwriters & Distributors 


$: SANYO SECURITIES CO, LTD. 


1-8-1, Nihonbashi pae Chuo-ku, Tokyo 103 
Telephone: 03 (668) 1 


Sanyo Securities (Asia) Ltd. 


40th F1., Far East Finance Centre, 16 Harcourt Road, Hong Kong, 


Tel.: 5-281723 Telex: 60534 (SYSEC HX) Fax: 5-298134 
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investors to own up to ¥14 million worth of assets оп which 
по tax is payable, many people get away with far higher 
amounts. The reason for this that application forms for the 
opening of tax-free savings accounts with commercial 
banks or with the post office network are not subject to 
checks on the applicant's identity, nor on whether an indi- 
vidual already holds accounts with other banks or even 
branches of the same bank. 

Some of Japan's more enthusiastic savers may hold ac- 
counts with dozens of different branches of the post office 
savings network, 

Because the present system of multiple savings accounts 
constitutes an obvious breach of the tax laws. the Ministry 
of Finance (MoF) has reluctantly agreed that it will 
examine changes in the rules. But it apparently is not yet in 
the mood to introduce another change in the regulations 
governing saving and borrowing which some specialists 
think might help to make more sense of the system. This~ 
would consist of making interest paid on housing loans de- 
ductible for income taxes purposes in much the same way 
as is done in the US. 

The MoF at present allows deductions over a three-year 
period of up to ¥450,000 worth of housing-loan repay- 
ments by borrowers whose income must not exceed ¥8 mil- 
lion a year — a derisory amount considering that the aver- 
age value of a housing loan in Japan is around ¥20 million. 
Introduction of US-type concessions on housing loans 
might help to revive investment in housing, an important 
but currently depressed sector of the economy. It might also 
siphon off some of the bank deposits for which no urgent 
uses seem to exist in a low-growth economy. 


has come under public scrutiny recently is the sav- 

ings propaganda conducted by the BoJ. The MoF 
closed down its savings-promotion division last year but a 
similar department within the central bank continues to 
subsidise savings-promotion campaigns on TV and radio 
besides acting as the secretariat to a committee which or- 
ganises housewives' savings groups and "children's banks" 
at the grassroots level throughout Japan. 

A BoJ official told the REVIEW that there was no question 
of any of this activity being suspended — in part because to 
let up on the savings effort would run counter to the tradi- 
tion of thrift which forms an integral part of Japan's "fami- 
ly-oriented" value system, The BoJ even says that the US 
ought to copy Japan's attitude towards savings if it wants 
to escape from some of its current budgetary and interest- 
rate headaches 

It claims, not without reason, that if the Japanese are ex- 
cessively thrifty Americans go to the opposite extreme. A 
5% savings rate (the US figure) symbolises the short- 
sighted, optimistic view of life which is one of the American 
characteristics Japan most wants to avoid copying, BoJ of- 
ficials suggest 

Despite the rearguard action being fought by the official 
savings lobby it seems probable that Japan's savings rate 
may level off gradually to somewhere near developed- 
country norms. The aging of the Japanese population, 16% 
of whom will have passed the age of 65 by the end of the 
century, is one factor which should promote this change. 
Even when Japan's savings enthusiasm starts to cool, how- 
ever, there is no guarantee that consumers will start spend- 
ing more money on imports. 

Ап MoF official (who was admittedly doing his best to 
grind the official savings axe) told the REVIEW recently that 
one of the problems about Japan today is that consumers 
already seem to have nearly everything they want or need 
— or at least almost everything that is bulky and expensive. 
This somewhat depressing statement raises the question: 
what will the Japanese spend their money on once they 
draw it out of the bank? Judging by the trends of the past 
year or so, which saw a phenomenal rise in imports of pre- 
cious metals, one answer could turn out to be gold. 

— CHARLES SMITH 
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А final area of Japan'ssa vings-promotion policy which 










































in the supermarket 


gold rush is enveloping Japan as consumers search 
A« new ways to store their wealth. Last year Japan 

becamé the world's biggest gold buyer, importing a 
record 194.7 tonnes, up 33% on the figure for 1984. Imports 
totalled just 60 tonnes in 1979. Japan's status as top gold 
customer has been achieved in the space of just 12 years, 
with last year's imports accounting for about one-fifth of 
gold production in the non-communist world. The Japan- 
;ese Government lifted a ban on gold imports in 1973, and 

chas allowed exports since 1978. 

Dealers in Switzerland and Britain supply Japan with 
ut 60% of its gold imports while much of the rest is 
ught directly from South Africa or the Soviet Union. And 
pan itself produces about 5 tonnes of gold a year. Private 
hoarders make up the biggest single category of gold con- 
sumers in Japan, followed by industrial usérs such as mak- 
ers of telecommunications equipment and. machinery 
parts, and then jewellers. Demand in each cátegory rose 
markedly last year, according to the Japan Gold and Metal 















Association. Individuals! purchases rocketed by. about. 


6396, exceeding the 100-tonne level for the first time. 


Anticipating the embarrassment many individual con- 


sumers might feel fronting up at the counters of precious- 
metals dealers to buy gold, department stores and even 
supermarkets have added the commodity to their stock list. 
Most stores say shoppers are buying gold more to hoard as 
savings than to trade as an investment. The Mitsukoshi de- 
partment store says it is now selling about a tonne of gold a 
; . Of that, 10% is in gold bullion, the remaining 90% in 
wellery and fashion accessories. 

Ito Yokado, the first supermarket chain known to sell 


Working hard to | 
dodge the taxman 


apan is often described as a “nation of workaholics” — 

a label which is not only offensive to many Japanese 

but which is also not wholly true, considering the 
growing demands of younger, wealthier Japanese for more 
time for personal pursuits. But there can be less argument 
with the perception of Japan as a nation of tax-dodgers. 
The “honesty system” used by the National Tax Agency for 
the self-employed to declare their income makes tax eva- 
sion child's play. 

Perennially, small businesses and literally thousands of 
professionals such as doctors and dentists take as much ad- 
vantage of the system as they can, using ploys ranging from 
the simple padding of expenses to the more complicated 
matter of claiming deductions for employees who were 
never hired. Each year the agency launches a ritualistic 
crackdown on the evaders, only to see their numbers — and 
the amount of lost tax revenue — swell the next year. 

Last year 90% of doctors and dentists in Tokyo and three 
neighbouring prefectures were found to have neglected to 
report €6.41 billion (US$25.6 million) worth of income. 
Nationwide, unreported income averaged ¥4.2 million per 
doctor, Y1 million more than the average yearly salary of 
office workers. Japanese lawyers also habitually fail to 
declare fully their incomes. Media reports on such cases are 
too numerous to cite, but for thé record, tax authorities last 
year found that 92% of lawyers randomly investigated in 
the Tokyo region had dodged taxes. The figure for the 
Osaka area was little better at 83%. 

Small businesses also are chronic tax evaders; the gov- 
ernment admits it but seems prepared to let things be. Tam- 
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pe with the tax system to extract the proper amt 

revenue from these firms is regarded as political dyn 
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Regular company employees find this state 
ribly unfair, a sentiment the new Salaried V 
capitalised on in the 1983 upper house elections 
seats on a tax-reform platform. According to 
Finance (MoF) figures for 1982, 88.4% of 
paid income tax. while only 39.5% of se 
sons and 14.6% of farmers did. in Mareh 1 
Court ruled that the tax system was unfair, but saic fe 
were a political issue and therefore did not fall 
jurisdiction. 

The acknowledgment of unfairness sp 
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Although many Japanese believe then 
high, by international comparison the rate of 
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for personal income is 10.5%. The highest r 
which compares with 60% in Britain, 
many and 50% in the United States. The 
that in the year to March 1986, 36% of the natio 
will be spent on taxes (15.9% is earmarked 
9.3% for local tax and 10.8% for social securitv 
parable figure for Britain is 54.3560; West Germa 
France, 61.1%. Japan's rate of corporate t 
which many businesses claim is extortionate 
hard to justify, however, considering that last 
of all Japanese companies paid no tax at all, £ 
by claiming losses or no profits. 
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` Manhattan financial district: the flip side of Japan's trade surplus. 








Heading the expo 


rt league 


table in capital transfer too 


By Richard Hanson in Tokyo 


n American economist describes the relationship 
between the United States and Japan now as resem- 


bling “an old married couple with complementary 
neuroses: one loves to save, and the other can’t stop spend- 
ing.” What keeps this marriage going is that Japan has hap- 
pily “recycled” (in the form of investment) back into the US 
large chunks of the money it earns from exporting goods to 
voracious American consumers. 

The average American (or Canadian or Australian) can 
be forgiven if he or she is less aware of the financial side of 
his nation’s relationship with Japan. The well-publicised 
political friction caused by Japan’s highly visible (and 
growing) trade surplus with the US has commanded most 
of the attention. But the flip side of Japan’s trade surplus is 
an equally huge reverse flow of Japanese capital into the 
US, overwhelmingly in the form of purchases of long-term 
dollar bonds, and other markets. 

The statistics of Japan's outflow led Salomon Brothers to 
conclude in February that Japan is now “the world’s No. 1 
capital exporter.” The investment bank explained: “The 
1980s have witnessed profound changes in the global bal- 
ance-of-payments picture, as Opec’s massive current-ac- 
count surplus has disappeared and the US evolves into a 
debtor nation. Japan has filled the void left by these coun- 
tries and has run progressively larger current-account 
surpluses in each of the past four years. In the process, 
Japan has emerged as the world's principal creditor na- 
tion." 

An economist at Jardine Fleming added: “In the absence 
of a major shift in government fiscal policy, outflows on the 





Japanese side of the net long-term capital account are 
likely to continue expanding." In short, for the foreseeable 
future, Japan will continue to save more than it spends at 
home. 

Salomon figures that virtually all the US$65 billion that 
Japanese have invested in foreign securities was in bonds, 
and that last year nearly three-quarters of that was in US 
or Eurodollar bonds. The holdings of foreign securities by 
Japanese financial institutions have jumped from US$10 
billion in December 1980, when Japan implemented a new, 
liberal foreign-exchange law, to US$53 billion in 1984. The 
biggest buyers are insurance companies, followed by 
banks. 

Japan's institutional investors are unworried about the 
possible exchange risk of buying dollars heavily. One cal- 
culation shows that the yen would have to strengthen to 
¥170 to the dollar (from around Y 250) by 1995 to make in- 
vesting in exchange-risk—free Japanese Government bonds 
more attractive than buying US Treasury Bills. 

According to Nomura Research Institute, gross Japanese 
purchases of foreign bonds from the US and Luxembourg 
(where most Eurodollar bonds are listed) rose to US$40.4 
billion in 1984 from US$15.7 billion a year earlier. Buying 
of Canadian bonds jumped to US$5.6 billion (from $2.8 bil- 
lion) and Australian bonds to US$3.5 billion from US$1.5 
billion. Buying of bonds in Britain also rose, to US$5.1 bil- 
lion from US$2.2 billion, but that includes Eurodollar 
transactions. 

Is this outflow of capital good or bad? Depending on 
priorities, the answer is both. The good news is, in the view 
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cuins future estimations with an 
understanding of prior events. 


Assessing probabilities—the 
challenge facing any good 
analyst. 

The approaches to 
making optimal deci- 


Thomas Bayes devel- 
oped in the 18th 
century when he recognized the 
limitations of classical statistics. 
His theory starts with known 
conditions, taking into account 
prior events and subjective 
probabilities. 

Scholars in many disciplines are 
still finding new applications for 


the Bayesian theory of probability. 


In investment research at Nikko, 
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we consider all the options. 
Based on our knowledge of 
financial markets and individual 
securities, we assess the 
probabilities—for maximizing 
long-run gains or minimizing 
short-term risks—associated with 
different investment opportu- 
nities. 

In short, we offer a quality 





NIKKO 


Nikko Securities 
Shin Tokyo Building, 3-1, Marunouchi 
3-chome, Chiyoda-ku, Tokyo 100, Japan 


and scope of investment 
research that ranks us among 
the best in the Japanese 


OSE) Gf (ZN 0) securities industry. 


IPA: 


Nikko research is comple- 

mented by efficient trading. 
As an equities trader, we 
are one of the largest in Japan. 
Our proven expertise in block 
trading helps professional inves- 
tors buy and sell large positions. 

And we are a principal dealer 
in bonds and money market 
instruments, ensuring liquidity 
for international and domestic 
investors. 

Nikko, an established compe- 
tence in investment research 


and brokerage. 


HONG KONG SINGAPORE SYDNEY SEOUL LONDON ZURICH GENEVA FRANKFURT LUXEMBOURG PARIS COPENHAGEN BAHRAIN 
NEW YORK SAN FRANCISCO LOS ANGELES CHICAGO TORONTO 


The seamless 
connection; 
Bank of Tokyo 






Bank of Tokyo pro- 
vides the seamless connec- 
tion between your local and 
/ international banking needs. Bank 
; Z of Tokyo does this with superior ser- 
^ vices at both local and worldwide levels with 
a network more extensive than that of any 
other Japanese bank. Over 260 offices, 
representative offices and subsidiaries with 
their offices and 2,100 correspondent banks 
become powerful assets on your side in 
today's demanding financial environment. 
Compare our performance. We believe 
you will find it speedier, more reliable and 
more economical. From organizing world- 
wide syndicated loans to rapid foreign 
remittances to considerate local services, 
Bank of Tokyo provides the meticulous 
concern you deserve. 


© Leaders in international banking since 1880 





We -pecialize in growth. 


Kobe Steel offers a full array of projects, products and services that 
helps countries grow and prosper in a big way. 
For instance, through our efforts 
a cement plant has just been developed 
at the northern tip of Sumatra, Indonesia. 
But we work in a small way, too, right down to the people-to-people level to make sure 
progress is meaningful for individuals of a nation. 
In fact, we ourselves have expanded so much we have a new trademark to illustrate 
Kobe Steel's integrated industrial capabilities. 
KOBELCO. It's the mark that's growing in international importance. 
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<> KOBE STEEL, LTD. 


TOKYO HEAD OFFICE : Tekko Bldg., 8-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan/Tel : (03) 218-7111/Telex : 222-3601 KOBSTL J 
OFFICE : + 22-02 DBS Bldg., 6 Shenton Way, Singapore 0106/Te! : 221-6177/Telex : RS 23338 KOBSTL 
KOBE INTERNATIONAL (S) CO., PTE. LTD. : 60 Pandan Road, Jurong, Singapore 2260/Tel : 264 2444/Telex : RS 26574 KISCO 
Offices also in New York, Los Angeles, Dusseldorf, London, Mexico City, Sharjah and Melbourne 


KOBELCO is under application for worldwide trademark registration 


As one of Japan’s major 
integrated trading houses, 

C. Itoh is helping the countries 
in Asia set the pace in 
economic growth. 

In Indonesia we develop oil 
resources. In Singapore we 
refine oil and process sugar. 

In Malaysia we manufacture 
planks and plywood. In Hong 
Kong, Korea, Thailand and 
Taiwan, textile projects meet 
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С. ITOH & CO., LTD. Tokyo Head Office: С.РО. Box 136, Tokyo, Japan Telex: J22295 (ITOHCHU) 


Offices in Asia: Bangkok Beijing Bombay Brunei Calcutta Chenjdu Colombo 
Dacca Dalian Guangzhou Hong Kong Islamabad Jakarta Kaohsiung Karachi 
Kota Kinabalu Kuala Lumpur Kuching Manila Nanjing New Delhi Penang Pohang 
Pusan Rangoon Sandakan Seoul Shanghai Shenzhen Sibu Singapore 
C. ITOH Taipei Tianjin New York, Sao Paulo, London, Cairo, Sydney and 105 overseas offices 


BUSINESS LINES: Yarns, Fibres, Textiles and Appare! 
зрег Converting and Building Mater 
e Motor Vehicles e Manne Transport € Aircratt e Power Pie 
and Steel Products 

e Pulp and f аре! 
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the need for popular fabrics. 
From India, Pakistan, 
Bangladesh and Sri Lanka we 
import iron ore, shrimp, 
cotton, jute and other products. 


Au across Asia, C. Itoh is 
working to build a better future 
for all. With joint venture 
projects and by providing 
technical guidance. We are 
more than just an importer and 
exporter. Our activities also 
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extend to distribution, business 
organization, information 
gathering, financing, 
management guidance, 
development and other areas. 
So whatever your business, our | 
trained experts will be happy 

to help you set the 

pace for growth. 
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Fuji unlocks 
new opportunities. 


One key to international success is choosing the right financial instituti 
You need solid assets, diversified services, experienced personnel, and a worldwid 
You need Fuji Bank, one of Japan's largest 

Our growing network covers 32 cities in 21 countries to help you anywhere, any tir 
Our over U.S. $110 billion in assets enable us to finance virtually any proj 
And our experienced international staff can provide you with a wid 

range of financial services and information 

For a head start in international business, start with Fuji Bank 
We'll open up considerable possibilities. 


d FUJI BANK 


Tokyo, Japan 


пе 


Overseas Network 
Hong Kong, Seoul, Singapore, Jakarta, Manila, Bangkok, Kuala Lumpur, Beijin 
Sydney, Melbourne, Brisbane, London, Düsseldorf, Frankfurt, Zurich, Luxer 
Madrid, Bahrain, Tehran, New York, Los Angeles, Chicago, Houston, Se 


Atlanta, Miami, Toronto, Mexico City, Sáo Paulo 
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Walter E. Heller & Company, Walter E. Heller Overseas Corporation 
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Japans 21098. asset: 





Japan's largest bank: 

















30,000 — Perhaps the single greatest resource that has made Japan the economic 
Ман тоно л power it is today is its people; and those op e have chosen to make DKB 
25000 oe ———- Japan's largest bank, with assets of more than USS126 billion. The reason? 
No bank better understands the hearts and bunt of the Japanese people or 
Japan's financial world. How? Through DKB' vast domestic branch network that 
maintains close financial теор with almost all of the leading national 
companies, This network has led to DKB's becoming the bank chosen by one out 
of every two foreign or foreign-affi liated companies in Japan for sophisticated 
international financing and up-to-date data on the Japanese scene 
If you're interested in putting DKB's expertise and capabilities to work for you 
contact your nearest DKB office. DKB maintains offices in more than 45 major 
financial centres throughout the world 
DKB: the international bank in the heart of the Japanese financial world 
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We have your interests at heart. 


DAI-ICHI KANGYO BANK 


Network in Asia: 





Taipei Branch: No. 2 + hang-An East Id, T ү ei, Taiwan Seoul Branch: KAL Вад. 118. 2-Ka. Namdaemun-1 é ibli 

of Korea Singapore Branch: s Quay. # na ng Bidg., Singapore 4 Hong Kong Branch 34th I I jh Towe 

Queen's Road. Central. Hong Kong Jakarta Representative Ottice Jusantara Bldg. 14th MER hamrin 59, Jakarta, Indonesia 

Kuala Lumpur Representative eram 5t Mui Plaza Ramlee, F Ё M : Bangkok Representative 


Office: 5th F 
Hotel. Zhong 
68364 /523 
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Bldg - 1 1 Beijing ано Осе n 058 & 2060, Beijing 
hina Балын Representative Office: Jinjiang Club, Room Ni 

yangha r t na Subsidiary in Hong Kong: | tangy nance (H 

5 Queen 1d ntral. Hong Kong Associated Companies in: Hong Kong. Bangkok. Singar 
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Sumitomo Metals. 
Two words worth 1000 pictures. 


As the world's 6th largest steel company, 
you'll find Sumitomos slide show full of 
familiar steel-making activities. Sumitomo 
supplies steel for construction, transporta- 
tion, energy resource recovery—you name 
it—an extraordinary range of industries that 
move and shape the world. 

But you'll also find something else. 
You'll see Sumitomo providing the engi- 
neering assistance companies often need 
to undertake mammoth steel construction 
projects. And you'll also see Sumitomo 
helping companies—and countries—to 


improve their steel-making capability by 
providing them with state of the art steel- 
making technology. 

And if you look very carefully, you'll also 
see Sumitomo Metals and its 80 affiliated 
companies going even further — beyond the 
range of normal steel-making activities — into 
challenging new industries like electronics 
special metals and energy. 

So the next time you see the name 
“Sumitomo Metals’, please remember. it's 
two words worth 1000 pictures 


© SUMITOMO METALS 


GÊ T METAL INDUSTRIES, LTD. Tokyo & Osaka, Japan 
SINGAPORE OFFICE: 6 Shenton Way #39-03, DBS Building, Singapore 0106 Phone: Singapore 220-9193/Telex: 21194 


We Make Your Business 
Completely Established 
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~ =~ PROFITS ARE EARNED THROUGH USE-— NOT OWNERSHIP — OF EQUIPMENT 
NOW, WE MEET ALL YOUR NEED — 
ANYTHING THAT BELONGS IN THE CATEGORY OF 
MACHINES AND EQUIPMENT IS AVAILABLE — MACHINE TOOLS, 
CONSTRUCTION EQUIPMENT, MANUFACTURING MACHINES, 
SHIPS AND AIRPLANES, OFFICE MACHINES, 


FREEZING EQUIPMENT — AND SO FORTH. 


THROUGH OLC'S NETWORK 
WE NOT ONLY MAKE YOUR BUSINESS COMPLETELY ESTABLISHED WITH LEASING 
BUT ALSO PROVIDE ALL FINANCIAL SERVICES YOU NEED 


OLC's subsidiaries and affiliated Companies in Asia Н . . 

Hong Kong — Orient Leasing (Asia) Ltd Orient Leasing 51а t A 
— Orient Leasing (Hong Kong) Ltd à 

Singapore — Orient Leasing Singapore Ltd Licenced Deposit—Taking Company 


Malaysia — United Orient Leasing Co., SDN, BHO 0 H t L H HK Ltd 
Indonesia — P. T. Orient Bina Usaha Leasing rien easing . 
Korea — Korea Development Leasing Corporation 
Philippines — Consolidated Orient Leasing and 








Equipment Leasing Specialist 


Orient Leasing Co., Ltd. Finance Corporation 30th Floor, United Centre, 95, Queensway, Hong Kong. 
Thailand — Thai Orient Leasing Co., Ltd Tel: 5-295522-7 Telex: 75680 OLCHK HX 
TOKYO Sri Lanka — Lanka Orient Leasing Co., Ltd 


China — China Orient Leasing Co., Ltd 








FINANCIAL 
INNOVATION 


For more than 300 years, the Mitsui Bank has always 
stayed a step ahead of the ti 








Mitsui has continually strived for 
innovation since its foundation in 
1683. As a result, we have always 
been a step ahead of the times. 

We went on to become Japan's first 
private commercial bank and a 
pioneer in the field of foreign 
exchange. We introduced the nation's 
first on-line computer system for 
deposits and the first on-line cash 
dispenser. Today, as a forerunner in 
the age of electronic banking, Mitsui 
offers its customers up-to-the-moment 
financial advice through a global 
network of 60 offices in 27 countries 
not only in the areas of international 
banking and securities, but also 
merchant banking, underwriting and 
consulting. 

Moreover, the Mitsui Bank, together 
with Mitsui & Co., is playing a major 
role as coordinator of the Mitsui 
Group, one of the largest consortiums 
of independent corporations in Japan. 
So if you'd like to see how far a little 
innovation can take you, you know 
just where to look. 


C9 MITSUI BANK 


Head Office: 1-2, Yurakucho 1-сһоте. Chiyoda-ku 
Tokyo 100, Japan Tel (03) 501- 1111 

Telex: J22378 J22559 J22643 J22644 

Cable Address: MITSUIBANK TOKYO 





Hong Kong Branch: 4151 Floor. Far East Finance 
Centre, 16 Harcourt Road, Hong Kong Tel: 5-299611 
Telex: 83413 


Network in Asia: Bangkok, Rajawangse, Bombay 
Singapore, Beijing. Shanghai. Guangzhow, Seoul 





Manila, Kuala Lumpur, Jakarta 


100 grams of uranium = 1 fon of oil. 
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Leading 
French 
exporter 
to Japan. 
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20% of the worldwid: 
uranium output. 


One third of the 
worldwide enrichmen 
oufput. 

Largest construction 
site in Europe, leadin: 
reprocessing plant 

in terms of capacity 
(La Hague). 

17 billion French Franc 
in sales including 41% 
for exports. 


14300 employees. 


2 rue Paul Dautier 

BP N° 4. 

78141 Vélizy-Villacoublay 
Cedex France. 

Tél. (3) 9469641. 

Télex Cogem 697 833. 





of some economists, that the pace of Japanese (and on a 
lesser scale other foreign) investment in US Government 
debt issues has meant the difference between currently 
high interest rates, and the potentially sky-high interest 
rates that the US might be faced with if forced to fund its 
debt from internal savings alone. “If there was a consensus 
among Japanese investors that the dollar was on a long- 
term slide, then we'd have a mess," said one US banker. 
“Without Japanese investment, US interest rates would 
have to be dramatically higher.” 

The bad news is that as a result of heavy dependence on 
attracting foreign investors, the US is being locked into a 
“fairly” high intereStrate structure in order to keep foreign 
investors coming. The US doés not save enough to finance 
the sort of government debts accumulated by President 
Ronald Reagan's administration. Neither does Canada or 
Australia, which are the second and third largest havens 
for Japanese capital. If anything, continued flows of Japan- 
ese capital are even more crucial to the financial health of 
Canada and Australia than they are to that of the US. 

The Japanese Government views the recycling of capital 
with mixed feelings. On the one hand, the outflow has kept 
the yen weaker against the dollar 
than it would like. On the other hand, 
Japan tends to view itself, in the 
words of one central banker, as a 
"peaceful island," which also hap- 
pens to be the only place generating 
savings to be used to help the US 
economy. 


eanwhile, in the eyes of some 
M US officials, the dark side of 

Japan's propensity to save 
and invest abroad is that not enough 
is being done to stimulate the domes- 
tic economy in Japan. They argue 
that if the Japanese Government did 
more to stimulate the domestic econ- 
omy, then more of Japan’s savings 
would be used at home. A smaller 
flow of yen into dollars would help 
boost the yen. That in turn would 
tend to help bring Japan's trade with 
the US more into balance, and thus 
reduce the threat of protectionism. 

In simplest terms, the flow of in- 
vestment has offset Japan's current- 
account and trade surplus. Japan's 
current-account surplus hit a record 
US$35 billion in 1984, and this year 
will probably exceed the previous in- 
ternational record current-account 
surplus of US$42 billion recorded by Saudi Arabia in 1980. 
The outflow. of long-term capital from Japan, however, 
reached a record US$56.8 billion. Some US$31 billion of 
that flowed into foreign bonds. 

The question increasingly being asked is what happens 
now if the Japanese become less enthusiastic about invest- 
ment in foreign securities, not only in the US but the other 
markets where the Japanese surge in overseas investment 
has forged financial marriages of convenience. “They [Ja- 
panese investors] really own our long-term future," said 
one Canadian bond dealer. “If Japanese investors dumped 
bond holdings wholeheartedly, they could send the mar- 
kets into chaos." If anything, this is even more true of Aus- 
tralia, where domestic capital markets are far less able to 
absorb large selling than the more highly liquid US or 
Canadian markets. 

Canada in fact offers a good example of the positive role 
of Japanese capital outflow. Japanese institutional invest- 
ors have a strong appetite for the longest-term (24-year) 
government bonds issued in Canada. Long maturities with 
high current-income yields are just what Japanese life-as- 
surance companies need to stabilise dividend payments to 
policyholders in Japan. European investors tend to like 
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shorter maturities. Therefore, Japanese investors make it 
easier for the government to fund its debt long-term, with 
narrower spreads on yields between US Treasury and 


Canadian bonds. That keeps short-term interest rates 
lower. 

In any case, there is no suggestion that Japanese invest- 
ors are about to pull out of their investments, or for that 
matter dramatically shift the pattern of overseas invest 
ment away from US dollar bonds. The Japanese are, how- 


ever, going to be diversifying and fine-tuning their invest- 
ments. As powerful players in the market, Japanese invest- 
ors can exert day-to-day influence on the market 

One wild card in the current expansion of foreign-bond 
investment is the emergence of more large Japanese com- 
panies as active buyers. Jardine Fleming finds a link be 
tween the healthy rise of corporate profits and the growth 
of overseas securities investment. Could this mean a sharp 
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good example of Japan's positive role. 


withdrawal of investment if and when profit forecasts are 
trimmed back, as is happening in 1985? 

There is a general expectation that outflow of capital will 
continue at a record pace this year, despite some potential 
hindrances. Life-assurance companies may find their pace 
of investment slowing in the latter half the year, unless the 
Japanese Ministry of Finance (MoF) allows an inorease ina 
10% ceiling against assets on foreign bond holdings. Butit 
is clear that Japanese investors will continue to increase 
their “ownership” of the rest of the world's debt. Collec 
tively that means they are in a position to influence exe 
change rates, interest rates and hence economic balances 
around the world. 

And in the long term, Japan's influence over capital mar- 
kets could enhance its international political clout. On at 
least one occasion, the MoF has won political points from 
the US Treasury for smoothing the way for a successful 
issue of Treasury Bills specially targeted at foreign invest- 
ors. After a cool initial reaction by Japanese underwriters 
to the first special Treasury offering in October last year 
the MoF broke the ice by allowing Japanese brokers to ab- 





sorb the bonds in a new. allotment of tightly regulated 
domestic investment trust funds ü 
81 










protectionism by 
the direct route 


wre enetrating foreign markets across the globe as one 
| means of sustaining high economic growth rates may 
e have been a simpler exercise for Japan than the task it 
faces: keeping those markets open to even more manu- 
ictured products as protectionist pressures mount. Free- 
P ing its own mar- 
kets to imports 
Я ТНЕ BIG INVESTORS has proved to be 
E much more easily 
i said than done, as 
witnessed by the 
recent spate of so- 
called market- 
opening pack- 
ages remarkable 
mostly for their 
vagueness. That 
leaves Japan with 
direct foreign in- 
vestment as the 
most viable op- 
tion to beat the 
protectionist 
wave. 
Japanese 
j ИНН НӨТ» trade-policy ad- 
strators are doing almost everything in their power to 
icourage businesses — particularly manufacturing busi- 
s — to locate factories in valued export destinations. 
policy is taking effect easi- 
thanks mainly to a bountiful 
ly of trade dollars. Japan 
s been able nearly to double 
overseas direct-investment 
from a relatively low 
36 billion as at the end of 
0 toa figure expected to bea 
ttle more than US$70 billion 
as at 31 March 1985. The final 
igure for fiscal 1984, which 
nded on 31 March, has not 
n released, but the Ministry 
International Trade and In- 
stry (Miti) says it will exceed 
$10 billion for a jump of at 
st 20% on the 1983 total of 
US$8.14 billion. 
_ Japan became the world's 
urth-largest direct overseas 
vestor in 1982 when it over- 
k France. It is almost certain 
О surpass West Germany next 
'ar if the current rate of in- 
ent continues (if it has not 
e so already; comparative 
figures are not yet available for 
983 or 1984). That would put 
Japan among the top three, 
trailing only the United States 
and Britain. 
_ Although it will take some 
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D- rapid risi n Ja fo S akes in- 
the nd the assured prospect of further high 
growth, are certain to result in an increasing dominance of 
both Japanese products and financial influence. 

Already there has been striking growth in financial and 
insurance service-industry investments. These rose 118% 
in 1983 to US$1.16 billion (in 1980 the figure was only 
US$380 million) and in the same year accounted for 14.3% 
of all Japanese direct overseas investment. This trend is one 
of several examples of the broader base that is beginning to 
characterise Japan’s adventurous thrust abroad. Another 
is property. Manufacturing investment itself rose 24.7% to 
US$2.58 billion in 1983 

But patterns of Japanese investment are changing just 
as fast as attitudes toward investing abroad are shedding 
the conservatism that hindered foreign advances in the 
1960s and 1970s. Government policy, which 20 years ago 
minutely restricted direct investments, has undergone a 
complete reversal. The massive resource-exploitation 
projects which earlier figured high in Japan's foreign in- 
vestment, particularly in Asia, are now declining in 
favour of manufacturing operations, reflecting a basic 
structural change in Japan's trading needs: for one, the 
concentrated move into high-technology fields has re- 
duced the need to import the high volumes of raw materi- 
als on which Japan's export industries almost totally de- 
pended. 

Australia, a once-vital source of coal and iron ore for 
Japan, is the most recent victim of this redirecting of Ja- 
panese investment, reflected in part by the sharp, succes- 
sive declines in mining investment since 1981. Specifically, 
Japan is investing more in the industrialised West and less 
in developing countries. The switch was snail-paced over 
the period 1951-81, but has accelerated over the past three 
years to establish a deep-set trend that investment experts 
expect will continue. 

Since 1981, investment in Western countries has grown 
by about 20% each year. Japanese companies, which once 
looked mainly to developing countries for cheap labour, are 
now finding labour costs in Western Europe and the US 
comparable to (or in some instances even lower than) those 
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Source: Ministry of International Trade and Industry. 
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.. Sheer necessity to 
. major export markets to wa 
off trade rows over Japan's bur- 
geoning surpluses. 

Cars are a case in point. Ja- 
panese trade officials predict 
that within the next two years 
all major carmakers will have 
set up manufacturing opera- 
tions in the US. But this invest- 
ment is not so much the result of 
altruistic desire as it is the in- 
evitable consequence of suc- 
cessful exporting. In the past 
few years the alternative to such 
investment has clearly become 
either the disintegration of the 
American car industry or re- 
course to massive protectionism. 

The most recent example of 
this predicament can be seen in 
Chrysler's deal with Mitsubishi 
Motors to make Mitsubishi cars 
in the US for sale under the 
Chrysler brand name. With the 
easing of voluntary export restraint against Japanese 
carmakers in April, Chrysler knew it would lose a big 
chunk of its hard-won share of the US market unless 
it could call a portion of rising Japanese car sales its 
own. 
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as computer components recorded the highest 

growth of any sector in 1983 and, more important, 
signalled a major change in the form many future Japan- 
ese investments are destined to take. Just as Japan is re- 
quiring fewer raw materials to churn out high-value con- 
sumer goods, it is also needing fewer workers. There is 
good reason to believe, therefore, that as Japan further 
refines and automates its production technologies, the 
transfer of that production abroad will not necessarily 
create the employment opportunities that hitherto have 
been expected to accompany investment as a matter of 
course. 

Accordingly, developing countries hoping to entice Ja- 
panese investors with the lure of cheap labour stand to be 
increasingly disappointed. Evidence of such despair is al- 
ready emerging in some Southeast Asian countries, which 
are not only failing to attract new Japanese investment but 
also losing established investments, mainly to the US. Miti 
officials expect the US and Western Europe to continue to 
be regarded as most favoured investment destinations. The 
relatively free operating environment of the US, not to 
mention the size of the market, is a powerful draw. And 
European countries, which in the past appeared either to 
fear Japanese investment, or simply be ignorant of its bene- 
fits, now energetically court it. 

States within the US and countries within Europe are 
frequently seen competing to offer Japanese companies 
the most attractive investment terms. Last year Ja- 
pan received 30 foreign government and local-body in- 
vestment missions seeking to woo Japanese companies 
into their domains, compared with 20 such missions in 
1983. Methodically, each two years since 1974, Japan has 
dispatched a survey team to a particular region to evaluate 
the progress of investments and issue thorough reports to 
the relevant home industry. 

The Ministry of Finance continues to back an Export-Im- 
port Bank of Japan loan programme for Japanese investors 
going abroad, Outstanding loans in this programme as of 
1977 totalled ¥62:4 billion (US$260 million); in 1983 that 
volume had reached ¥258 billion. Potential investors are 
also encouraged by a range of tax incentives, the most 
generous of which apply to mining, where 100% of the costs 


О verseas investment in high-technology fields such 
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Apart from the obvious b 
fits to Japan from direct overse 
investment, such as a weleg 
deflation of surging export fig 
ures, there are other, more eul- 
turally oriented. spin-offs that 
should help Japan in its quest for) 
"internationalisation" — which 
often carries the implied nuane E: 
of acceptance as an equal in the 
Western world. Some Japanese 
manufacturing concerns e d 
US, for instance, have lea s 
that Americans do not takem 
lightly to discrimination in ME 
ployment conditions. based OB 
sex or even age. Occasional legal 
proceedings instituted by local 
employees of Japanese concerns 

an unthinkable event in Тарап 1 

receive full media play Ш 

Tokyo and in the process hig 
light worker-rights issues which most Japanese would cones 
sider as dirty linen that should not be washed in publie; 

One principal cultural benefit for foreigners bathed in 
the rising tide of Japanese investment will be the chance to” 
see Japanese business practices for what they are, rather 
than accepting the half-myths propagated in the academic 
and journalistic rush since the 1970s to “explain” Japan, 
usually in black-and-white terms of either a miraculous i 
economic success or unmitigated social disaster 

Japanese themselves seem to fear most that the highly 


visible invest- r — — ———— = 
Business or leisure... | 























Source: Ministry of Finance. 
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ment push over- 
seas will bring 
back into vogue 
the “Trojan 
horse” epithet, 
often used in the 
past to describe, 
in some cases ac- 
curately, Japan- 
ese manufactur- 
ing ventures 
which did little 
more than assem- 
ble imported 
components, To- 
day, officials are 
able to boast that 


around 60% of " | 
the about 440 Ja- ge е уои 
рапеѕе manufac- pleasure 1 
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vacuum іп Japan 

will, ironically, @ PRIME HOTEL 

take its toll on поло d y ry ruten ~ рөө 

employment отнемат o 
pa oes ROSCOE ч н почни деер PERKOSA TT 


Жш ме 


The sad story 


of the West’s 


singular lack 
of success 


he sad story of Western industry’s lack of success in 
Т" the Japanese market has been told so 

many times that it seems something of a miracle that 
there is anything new to say on the subject. A less familiar 
tale, but one which actually deserves every bit as much at- 
tention as the trade issue, is that of the imbalance between 
Japanese overseas investment in industry and the foreign 
industrial presence, or lack of it, in Japan. 

A survey by the Ministry of International Trade and In- 
dustry (Miti) covering 1,149 of the 2,212 foreign-affiliated 
companies (other than construction companies and finan- 
cial institutions) known to be active in Japan found that the 
respondents’ sales accounted for a modest 1.5% of sales by 
all companies and for only 2.8% of sales by the manufactur- 
‘ing industry. These are obviously low figures by any stand- 
ard. In the United States, foreign companies accounted for 
11.9% of all sales in the private sector in 1981, according to 
Commerce Department figures, and for 12.5% in 1982 

Not surprisingly, Japan also ranks low down among the 
investment destinations of American and European com- 
panies. At the end of 1983, 
3.6% of the cumulative total of 
US overseas corporate direct 
investments were in Japan, 
with Australia, the Nether- 
lands and Brazil all ranking 
higher in the American invest- 
ment league table. 

Considering Japan's posi- 


Britain 
Switzerland 





HOW INVESTMENT HAS GROWN 


(Value of projects notified to MoF) 
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opened up to foreign participation in principle, but the 
Foreign Investment Law, not repealed until 1979, meant 
that each investment had to be approved by the Ministry of 
Finance (MoF), which seems to have taken advantage of 
this system to scrutinise the extent to which individual in- 
vestments might affect the country's balance of payments 
or the welfare of existing Japanese companies. Meanwhile, 
Miti encouraged Japanese companies to acquire know-how 
from abroad through licensing agreements rather than en- 
tering into joint manufacturing ventures with foreign com- 
panies inside Japan. 

Miti's discouraging attitude towards incoming foreign 
investment has been replaced by one of actively assisting 
the process since around 1982. Miti now dispenses advice to 
would-be investors through a Factories Location Bureau as 
well as through an Office for the Promotion of Foreign Di- 
rect Investment. However, would-be investors are still re- 
quired to notify.the MoF of their plans before setting up 
shop and can, in theory, be asked to revise them. The fact 
that the MoF has not actually interfered in a single invest- 
ment proposal since the new system came into force at the 
end of 1980 does not mean that it has ceased to keep a 
watchful eye on the comings and goings of investors and on 
the way their actions might affect the domestic economy. 

Leaving aside the vexed question of rules and regula- 
tions, most actual or would-be foreign investors in Japan 
fas well most Japanese officials) seem to agree that start-up 
costs are high — though the eventual rewards for success 
can be considerable. Industrial land in Japan sells for any- 
thing up to Y20,000 (US$79.50)/m? and opportunities to 
lease either land or buildings are few and far between. 
Labour is as expensive as in the US or West Germany, 
though costs naturally vary according to distance from the 
most developed areas of the country. But 
for many companies the problem seems to 
be find high-quality workers — particu- 
larly during the start-up phase of a pro- 


Whereas Nissan Motor claims to have 
received more than 100 applications for 
every job on offer when it established a 
truck-manufacturing plant in Tennessee 





tion as the second-largest 
economy in the free world and 
the second-largest. trade part- 
ner of the US, after Canada, 


Note: Fiscal years, 1 April-31 March. 1984, April- 
December only 





in 1983, foreign manufacturers attempt- 
ing to launch businesses in Japan are li- 
ableto have to place dozens of advertise- 





this is a situation which calls 
for some explanation. Expla- 
nations seem even more in 
order when one notes that 
foreign direct investment in 
Japan is worth roughly one- 
tenth of Japanese investment 
in the rest of the world — 
though, of course, this latter 
figure includes investments in 
developing countries. 

One of the most commonly 
cited reasons for the modest 
foreign-investment presence 
in Japan is that for most of the 
past 100 years, Japan has act- 
ively discouraged such invest- 
ment, apparently seeing it as a 
threat to the gr@wth of domes- 
tic industries. Incoming direct 
investment was subject to a 
rigorous  case-by-case  ap- 
proval system, which effec- 
tively amounted to prohibi- 
tion, until the late 1960s when 
membership of the OECD — 
the developed nations’ “club” 
— obliged the country to start 
opening its doors. 











Miti headquarters: active assistance now. 
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ments for every post they man- 
age to fill. Building a core of 
reliable managers and en- 
gineers was the hardest single 
job that Materials Research 
Corp. (MRC, a New York- 
based maker of equipment for 
the integrated-circuit indus- 
try) faced when it decided to 
open a factory in Kyushu in 
1982, according to the com- 
pany’s general manager in 
Japan, Chiaki Kanada. One 
reason hiring is so difficult for 
foreign companies is that 
workers who are conditioned 
to accept lifetime employment 
with a single organisation 
either do not believe that they 
can enjoy this kind of security 
with a foreign employer, or are 
not offered it anyway 


inancing appears to be 
Е another problem for for- 

eign companies attempt- 
ing to set up manufacturing 
operations in Japan, though 
the difficulties may have been 
eased somewhat by the crea- 


Training American workers for Japanese car plant in US: no reverse flow. 











tion, in 1983, of a special 
foreign loan unit at a state 
bank, the Japan Development 
Bank (JDB) Foreign com- 
panies that attempt to finance 
factory-building projects with (US$ million) 


WHERE FOREIGNERS INVEST 


(Cumulative value of approved or 
notified foreign investments, 1950-83) 


MRC's factory ir 


nics industry than 
from the other side of 





loans from Japanese commer- Chemicals 
cial banks are liable to be Machinery 
asked for collateral that may rnc hay 
include a cash deposit of up to Metals 
35% of the value of a loan — a Service 
condition that naturally boosts Total 

the real interest rate 

Collateral requirements im- 
posed by commercial banks 
are far less steep if a foreign company has acquired a strong 
domestic credit rating by first raising a loan from the JDB. 
But its machinery for negotiating and approving loans to 
foreign investors seems, for the time being, to be grinding 
rather slowly. The bank's foreign-loan unit employs four 
full-time executives and two secretaries, but managed to 
approve only five loans worth a total of Y 1.3 billion during 
its first year. Last year the same team approved ¥3.8 billion 
worth of loans to six companies, still seemingly a rather 
modest rate of productivity 

Given the administrative and practical hurdles that have 
to be surmounted — and given the intensely competitive 
climate that awaits him — it may well be asked why any 
foreign businessmen should take the trouble to invest in 
Japan. One answer to this question is that a presence in 
Japan is a must for many multinational companies today, 
precisely because the competition is so fierce. A US o! 
European electronics manufacturer is more likely to be 
able to handle the challenge from Japanese companies in 
his own market if he has had some experience of dealing 
with the same companies in Japan, partly because this will 
force him to remain continuously informed on what the op- 
position 15 up to. 

A second point is that to establish a Japanese factory (or 
servicing or research facility) may bethe only way in which 
companies in some industries can hold a share of the Japan- 
ese market. MRC, which was originally one of four US com- 
panies selling certain types of specialised IC-manufactur- 
ing equipment to Japan, is now one of only two — the others 
having dropped out because they did not take the trouble to 
establish local manufacturing facilities. 








Source: Ministry of Finance 
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a Ф | 
at it really am 
" apan's new status as the world’s richest nation does not 
mean it has also become the most generous in terms of 






А). Recent efforts to increase substantially ODA dis- 


atisfy the expectations of the OECD, the developed 
ns "club." 

hough there is a broad consensus within the Ministry 
'oreign Affairs on the need to channel more funds into 
eas aid programmes, the sentiment is not shared by 
get drafters in the Ministry of Finance (MoF). Such 
cratic bickering also characterises the current dis- 
r the extent to which Japan should liberalise its 


* 


political direction, on the side of market-opening. The 
Of.overseas aid, however, seems not important 
3h to warrant inclusion so high on the political 
Consequently, decisions on aid levels are almost 
ly in the hands of officials. 
pan had planned to double its ODA in the five vears 
1 March 1985, which would have brought total aid 
"ursement to US$21.4 billion over that period. Al- 
gh. official figures have not yet been released, pre- 
nary figures point to a shortfall of several billion 
Part of the problem is attributable toa steep de- 
the value of the yen against the dollar, which 
d disbursements to fall in dollar terms while ris- 
en, but the more significant reason was succes- 
efusals by the MoF to approve aid-budget in- 
$ tabled by the MFA. 
in regards itself in practical terms as the world's 
d-largest disburser of aid, after the United States. 
e actually is in second place, but Japan tends to 
nt this ranking in view of the fact that about one- 
of French aid is administered to French overseas 
tories.) In 1983 Japan's total ODA reached US$3.76 








Japanese 
Wit ou 





the volume and quality of its overseas development aid : 
ents have been caught in the crossfire of inter- ^ 


terial wrangles, with the result that Japan has failed * 
teet even its own policy commitments on foreign aid, let : 


Sto foreign products, but in this case Prime Minister Ж 
ro Nakasone has intervened to give the debate as 





ounts to 


billion. The figure for last year is expected to rise by about 
15-16% toa little more than US$4 billion. The US. by com- 
parison, spent US$8 billion on ODA in 1983. 

Nonetheless, Japan has aceorded a high priority to its ef- 
forts to get ODA funds to the present level. Between 1982 
and 1985, in yen terms, the amount of money tagged for 
ODA has risen by 31.5%. By contrast, defence expenditure 
has risen only 21%; social welfare 5%: and education, cul- 
ture and science and technology a mere 6.5%. 

But future growth in Japan's ODA programme is now at 
the crossroads. Although in the general account the ODA 
budget for 1985 shows a growth of 10% on 1984, the total 
1985 ODA budget is 3% less than last year's figure. This is 
mainly because of a marked decline in multilateral grants, 
the least preferred of aid options as, in the “laundering” of 
yen into dollars or other currencies through multilateral 
development banks, Japan is relegated to the lowly status 
of an anonymous donor. As such, it cannot exert the influ- 
ence on recipients that is possible through bilateral aid ar- 


rangements. 

T to its multilateral aid in 1983, raising the total from 
US$656 million to US$1.33 billion to account for 

nearly 30% of total ODA, But officials have little desire to 

increase the multilateral portion further. The major reason 

is that Japan inevitably would suffer a sizable loss of influ- 


0 be fair, Japan did give a massive boost (of 103.6%) 









MAJOR AID DONORS, 1983 
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Reagan and Suzuki in Washington, 1981: ‘maintaining peace and stability.’ to Wasl 981, it 
"CER EFIE GN EDS UT SEU uA = was jointly anı ed that 
ence afforded it by bilateral aid to Asia, which receives 65- | Japan would aid regions that ere it t the 
75% of Japan's total ODA. Middle Eastern, African and maintenance peace and stabili | nsulta- 
Latin American nations receive roughly equal shares of the tions are in progress between the US 1 Jay vhich 
remaining 30% | areas are important in this regard. Jap ) name 
Officials are debating how far, and fast, the next pro- |. Pakistan, Thailand, Turkey, and ! bord- 
gramme should go in attempting to boost ODA. Not so ering on disputed or war zones that a¢ g up 
much as a hint of the scope of the new target has been men- | As high as Japan's aid t l ern пате, in 
tioned in public, though it is certainly expected to be more | quality terms it compares badly th i disbur- 
modest than the last. Privately, one senior official of the sers. Fully 38%, or US$1.4 billie t € gle com= 
Overseas Economic Cooperation Fund (OECF), the govern- | ponent — of 1983 ODA comprised 1 ans for 
ment body which administers ODA, remarked: “Atthemo- | development projects (which carry the 1 of enabl- 
ment, the only point on which the relevant ministries agree | ing aid administrators to procure ma Ja] ese-made 
is the need for a new programme plant and equipment). By the OECD's D« Assist- 
Another aid target Japan has failed to reach is the level of ance Committee (DAC) formula to assess aid ity, Japan 
0.7% of gross national product, which the United Nations | ranks 16th among 17 committee I terms of 
suggests all OECD members should aim for. Japan in- “grant element a ratio of grants to other t of ODA, 
creased its ODA from 0.29% of GNP in 1982 to 0.33% the such as yen credits 
following year, its highest-ever ratio. One Japanese aid | Measured in terms of grants as a tage of 
official described the 0.7% target as “rather high,” and | total ODA, Japan registered only 55 | US, 





ble for the volatili- 
ty of the yen be- 
cause it tends to 
minimise move- 
ments against the 
dollar of all Euro- 
pean currencies — 
thereby leaving 
the yen as the only 
major freely float- 


tional affairs at the Ministry of Fi- 
nance (MoF) during the agonising 
period in August 1971 when Japan 
decided to scrap the long-standing 
fixed exchange-rate system. So do his 
opinions on the internationalisation 
of banking and finance — a subject 
on which he and latter-day MoF 
bureaucrats have not always seen eye 
to eye. 





ing unit. | Hosomi has been a strong advocate 

American eco- | forthe past four years of establishing 
nomists with whom | an offshore-capital market in Tokyo 
Hosomi has dis- | enabling Japanese and foreign banks 
cussed the issue | to operate outside the complex net- 


are in sympathy 
with his views, but 
Hosomi admits 
that politicians 


work of domestic banking regula- 
tions. 

The MoF was neutral, if not op- 
posed to the offshore market in 1982 








Hosomi: trial balloons. 


become more and more of an issue. 

The way to deal with this will be to 
establish an institutional link with 
the dollar much like the European 
Monetary System (EMS) which binds 
the major European Community cur- 
rencies together. Hosomi believes 
that the EMS itself is partly responsi- 
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generally hate the idea of linkage. 
Prime Minister Yasuhiro Nakasone, 
whom Hosomi sounded out recently 
on the linkage idea, was "non-com- 
mittal," said Hosomi. 

Hosomi's views on exchange rates 
deserve to be taken seriously given 
that he was vice-minister for interna- 





when Hosomi first proposed it, but, 


now seems strongly in favour. This 
supports the claim that Hosomi's 
characteristic role in the dozen or so 
years since he left the MoF has been 
to launch trial balloons which later 
become official policies. 

— CHARLES SMITH 
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West Germany, Britain and Australia respectively showed 
85%, 71.3%, 97% and 100%. 
Of late there have been some moves to improve the qual- 


ity of aid more along OECD-defined lines, but some senior 


Japanese officials dispute the wisdom that aid which is ab- 
solutely free is necessarily of a high quality. Large-scale 
development projects would not work if there were no 
sense of need, or obligation, to make a project commercially 
viable, these officials argue. That means, in Japan's view, 
the aid recipients are being helped more if they are compel- 
led to assure a certain project's economic returns. (It also 
means, of course, that the aid is less costly for Japan to dis- 
burse.) 

This line of thought is emphasised by Japanese officials’ 
insistence on use of the term “economic cooperation” 
rather than aid, in that the former implies what one official 
described as a “joint effort on the part of both donor and re- 
cipient." Thus Japan currently charges an average of about 
3% interest on development loans of up to 20 years, and al- 
lows a grace period for repayment of an additional 10 years 


^| еаџсатеа and approp л 


counterparts іп the US Реасе Corps, JOCVs work in fields 
ranging from civil engineering to animal husbandry. The 
most daunting problem the volunteers face, however, is not 
in field work but in re-slotting into Japanese society upon 
completion of the two-year stint, particularly with respect 
to employment. 


the OECF offers future development loans. In 1983, it 
recorded a deficit of almost ¥30 billion (US$125 
million), mainly because of the cost at which it raises funds 
within Japan. The 1983 deficit represents a huge increase 
on the ¥20 billion deficit chalked up the year before, and 
last year’s figure is expected to exceed ¥30 billion. As yet 
there is no agreement on how to deal with this deficit. One 
simple solution would be to increase the OECF capital, 
which is made up of annual appropriations from the budget 
general account and which in December 1984 stood at 
* 1.44 trillion 
MoF bureaucrats would rather see funds increased by re- 
course to borrowings from other sources available to the 
OECF, such as the Trust Fund Bureau, which taps postal 
savings and insurance assets. Borrowing from these 
sources, however, requires interest payments of 6.5-8% 
and would further swell the OECF deficit. 


4 t present a cloud is hanging over the terms on which 














eign Minister Shintaro Abe at ‘starvation lunch’ to boost aid: nothing is free. 


T By law, OECF lending is restricted to a 1:3 
ratio of capital against outstanding loans. 
The current actual ratio is 1:2, which al- 
lows for some, increasingly diminishing, 
leeway to lend more 

The latest development, or quirk, on 
Japan's aid scene is a revival of proposals 
| touse aid as a means of dampening trade 
disputes. Rather than promote imports, 
many Japanese officials would prefer to 
buy foreign products for redistribution as 
aid. The attraction is three-fold: aid is in- 
creased, trade friction lessened, and 
domestic interests remain protected. One 
precedent for this is in an agreement be- 
tween Japan and New Zealand in 1978, 
during a trade row over fishing rights in 
New Zealand's 200-mile zone and access 
in Japan for agricultural produce. Japan 
offered to buy up New Zealand skim-milk 
powder to pass on to needy nations, and 
New Zealand accepted, while at the same 
time protesting that the deal did not 
offer the chance to conduct “dignified 
| trade 

















The lack of no-strings-attached cash in Japan's aid pro- 

ammes is often a point of criticism made even within 
оа. Hiroshi Nakajima, director of Japan's Pacific Socie- 
ty, insists that, in the case of many aid programmes for 
small South Pacific states, Japan too often provides goods 
and buildings but without the additional funds needed to 
fun or maintain them. This, according to Nakajima, causes 
considerable resentment among recipients, and also among 
thecountries which the recipients then turn to for the cash. 

Nakajima cites the example of a cool-storage facility 
Japan supplied to Majuro in the Marshall Islands. After it 
broke down in 1982, no technicians were dispatched for its 
repair, nor was any money made available to get it running. 
Another example was that of a similar facility for Western 
Samoa, intended to encourage the local fishing industry to 
export, but which ended up being rented for hard cash to 
American tuna interests. Now, however, Japan is taking 
more serious steps to ensure that its various overseas aid 
projects succeed. 

Perhaps the most significant measure is the decision to 
ift the annual intake of Japan Overseas Cooperation Vol- 
anteers (JOCVs) from 650 to 800 this year (the number was 
18 in 1965, the first year of the programme). Currently the 
volunteers are working in 33 developing countries. Well 





US trade officials earlier this year 
suggested Japan could help to dampen the row over its 
ballooning trade surplus if it agreed to import up to 10 mil- 
lion tonnes of surplus agricultural produce, mainly wheat, 
for use in ODA programmes. Japan declined. It estimated 
that the cost would amount to around US$1.25 billion, and 
argued that its various food-aid schemes were geared to 
cope with only 300,000 tonnes of food a year. 

Now, some officials within the Ministry of International 
Trade and Industry and the MoF are counter-proposing the 
establishment of a fund that would enable Japanese trad- 
ing houses to buy up to 3 million tonnes of US farm produce 
over four years. The trading houses would extend conces- 
sional loans, carrying an interest rate of 6-7% and under- 
written by the Export-Import Bank of Japan, to developing 
countries wishing to buy the produce. The US would need 
to agree to pay all storage costs before the produce was 
shipped directly to recipients. 

Japanese agricultural officials doubt that even the 
counter-proposal is workable, largely because of storage 
difficulties (trading companies say the government has not 
yet broached the subject with them), but the momentum for 
such schemes may grow as Japan continues to run up bigger 
trade surpluses and comes under more rapid fire for de- 
ficiencies in its aid programmes. — BRUCE ROSCOE 
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Why not buy up 
California ...? 


By Nobuko Hara in Tokyo 


articipants in a recent talk show on Japanese TV 
p came up with a novel way of getting rid of the surplus 

dollars Japan has accumulated through its exports to 
the Unitecl States. “Invest the lot in Californian real es 
tate,” was the suggestion. US congressmen interviewed on 
the programme described the idea as “preposterous.” But 
they should perhaps have known better. The fact is that as 
Japan grows richer it is emerging as a major owner of prop- 
erty, not only in California, but elsewhere in the US and in 
Europe. 

Not only major property developers and construction 
companies, but also institutional investors and. toa lesser 
extent, individual investors are putting their yen into prop 
erties ranging from hotels and shopping centres to office 
buildings in the US mainland and Hawaii In fiscal 1983 
total direct investment in overseas property was US$375 
million, more than double the 1981 figure 

Mitsui Real Estate Development, the lai gest in theindus 
try and a co-developer of Tokyo Disneyland, probably is 
the most aggressive overseas investor The company's cur- 
rent total overseas assets are estimated to be Y 100 billion 
(US$400 million), 10% of its overall assets 

Mitsui's overseas investment began in Brazil and Saudi 
Arabia in 1972. But with the acquisition of the 42-storey 
Crocker Bank Building currently known as AT&T 
Centre — in Los Angeles, the company shifted its emphasis 
to the US, where it now owns several industrial estates, 


hotels and shopping centres as well as office buildings, 
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mostly on the higher-yielding West Coast. One of the com- 
pany's most celebrated acquisitions is Hawaii's exclusive 
500-room Hotel Halekulani. After renovation. the 60-year- 
old hotel was reopened in 1983. And recently, Mitsui 
bought up land near Churchside, Los Angeles, for con- 
struction of a 45-storey office building. 

Mitsui’s Katsuya Yamamasu Says the company suffered 
huge losses in Brazil when the cruzeiro took a nose-dive. 
Inevitably, the company's future investment will continue 
to concentrate on the politically stable US, Europe and 
Asia, he says. In Europe, Mitsui currently owns one office 
building in Paris and a share in three buildings in London's 
St James’ Square. The London equity shares were obtained 
in 1983 from the British postal workers’ pension fund, in 
exchange for a share in the No. 2 Shinjuku Mitsui Building, 
in Central Tokyo 


he American property market overall is looking in- 
T creasingly attractive to Japanese investors. The dol- 
lar is strong, the market is big and stable, and above 
all yields are high — up to six times higher than in Japan, 
according to Morgan Stanley International, which has ar- 
ranged several deals for Japanese investors. In Japan the 
price of land, particularly in top-class business districts, 
has risen so high that an office building takes, on average, 
60 years to return its investment, compared with 18 yearsin 
the US, explained Mayumi Oda of Mitsui Real Estate Sales, 
a subsidiary of Mitsui Development 
"The Japanese property market has reached matu- 
rity," pointed out Yamamasu. In any case, since property 
markets in general have an increasingly international out- 
look, it is only natural for Japanese investors to take in- 
terest in overseas property; Yamamasu said, adding: "We 
now consider Japan as only a part of the overall property 
market.” 
Mitsui Sales has also been active for the past three 
years in promoting Japanese investment in US property. 
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ors ranging from finance companies to commercia 
ingowners. Instead of purchasing a whole building, most of 
its clients have opted for a share, sometimes as small as a 
fifth. 

Among institutional investors, life-assurance companies 
are showing strongest interest in the US market. Nearly 
five years ago, Japan's six major life-assurance companies 
— Dai-ichi, Meiji, Nippon, Sumitomo, Asahi and Mitsui — 
were granted permission to set up US subsidiaries. Since 
then, all except Mitsui have invested in US property, 
mostly in low-risk office buildings. They are likely to con- 
tinue investing “at least in one or two buildings a year," ac- 
cording to Yashinori Nishizawa of Meiji Life Insurance. 

Diversification of assets is one reason for their US invest- 
ment and the Ministry of Finance (MoF) granted the per- 
mission precisely for this reason. But the more pressing 
reason seems to be the limited investment opportunities at 
home. Policy sales have been steadily rising by 10%. a year, 
Nishizawa says, but demand for loans have hardly kept up 
with them. 

Despite their huge funds, insurance companies, with the 
protection of policy-holders their main objective, are very 





cautious investors. And the MoF makes sure that they re- 
main so through administrative guidance. All their over- 
seas property investments require ministerial approval, 
and life-assurance companies are discouraged from invest- 


ing alone. Meiji formed a joint venture with Mitsubishi 


Real Estate and Morgan Stanley for the development of the 
US$8 million Pacwest Centre in Oregon. Dai-ichi Life In 
surance co-owns AT&T Centre with Mitsui 

Overseas investment has steadily grown in the past few 
years, but the investment made so far represents only @ 
fraction of the potential demand in Japan, said Oda. Most 
potential investors hesitate because of their lack of grasp of 
the overseas market. "It's only inthe past two or three years 
that we began to have a clear picture of the US market 
Even now, there are some areas of law that I still can't 
understand," Yamamasu said. 

Oda concluded: “Japanese investors’ understanding of 
the overseas market is the major factor determining the 
growth of real-estate investment." п 





The rabbit-hutch image — 
embarrassing, but true 


with the impression that the Japanese live in 

“rabbit hutches.” It is a comment that upsets many 
Japanese who know their income is relatively high by 
world standards, but also know it is not nearly high enough 
for them to enjoy the type of lifestyle average families in 
other industrialised democracies appear able to afford. 
Much Japanese big-city housing looks a mess of colossal 
proportions. The main reason for higgledy-piggledy hous- 
ing in Tokyo is a lack of central control: each of the 23 
inner-city wards is more or less free to develop as it wishes 
within its own boundaries. 


Di Japan's wealth, non-Japanese seem stuck 


early 1970s put the prospect of owning à 
home out of the reach of many Japanese 
Those who do take the plunge often are 
mortgaged practically for the length of their 
working lives and some mortgages are now 
family affairs, transferable to children upon 
the death of the parent mortgagee. 

The construction policies of the government of former 
prime minister Kakuei Tanaka are roundly blamed for 
both exorbitant land prices and the lack of incentive to 
build good-quality housing. Land prices were free to 
spiral wildly under Tanaka and, at a time when alleged 
political kickbacks in the construction industry were 
so frequent as to be routine, it was almost inevitable 
that national priorities in construction would concen- 
trate on big-money items such as roads, bridges, tunnels 
and bullet-train tracks. 

And in many respects liv- 





As a result, dwellings 
of all small shapes and 
sizes have been allowed 
to sprout up with scant re- 
gard for aesthetic consi- 
derations or even safety 
requirements. Factories are 
often located in housing 
areas and many houses 
are only inches apart. In 
Tokyo's case, the chance to 
plan housing development 
when Tokyo rebuilt from 
the firebombing in World 
War II was missed, just as 
no thoroughgoing attempt 
at urban planning was 
made after the Great 
Kanto Earthquake flatten- 
ed much of the city in 
1923. 

Soulless, ugly condominium- 
style apartment blocks scar 
poorer Tokyo suburbs. The huge 
discrepancy in the quality of 
housing from ward to ward easi- 
ly identifies moneyed Japanese, 
giving the lie to claims that the 
post-war society is almost uni- 
versally middle class. Skyrock- 
eting land prices in the high- 
growth era of the 1960s and 


(US$ '000) 


United States (1982) 
Britain(1983) 

W. Germany (1982) 
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Japan (1983) 
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HOUSING COSTS VS AVERAGE INCOME 


Note: Conversions at 1985 exchange rate 





ing standards were sacri- 
ficed to the god of an ex- 
port-led economy. It isonly 
very recently that Japan 
has realised that, after 
nearly four decades of 
playing industrial cateh- 
up with the West, it is time 
to play domestic catch-up 
at home. Now, several goy- 
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to improve the quality of 
housing, and they are be- 
ginning to show results. 

By the  Constructión 


11.4% of Japanese families 
in 1983 (the latest year for 
which figures are avail- 
able) lived in substandard 
housing. The minimum stand- 
ard is defined as a 50 m^ house or 
apartment with a kitchen and 
three rooms for a family of four, 
or a 29 m? dwelling (a kitchen 
and one room) for a couple: 
This percentage was 14.8% in 
1978. 

Similarly, the percentage of 
families living in “below aver- 
age" housing decreased from 
58.3% in 1978 to 50.9% in 1983 
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ernment projects are afoot 


Ministry's own standards, — 




















(an 86 m? dwelling is “average” for a family of four; 50 m? 
for a couple). Sanitation standards also have improved, yet 
by 1983 still only 58% of houses had flush toilets. This, 
however, marks a vast change from the 31.4% recorded for 


1973 and 45% in 1978. 


The rate of home ownership, too, has risen, albeit very 
slowly. In 1983 62.4% of families could say they owned 
their homes, a slight increase on the 59.2% in 1973. One en- 
couraging sign is that the rate of unsold condominium 
apartments, called mansions, is falling. At the end of 1983, 
as many as 21,219 new mansions in Tokyo were unsold. 
That number was nearly halved to 11,914 the next year 






Á H is mannerisms and lifestyle are 
М a reflection of the practical, 
` solid and simple office buildings he 
` has erected all over Tokyo. In just 30 
| years, Taikichiro Mori has developed 
more than 70 office blocks in the ex- 
| clusive Shinbashi and Toranomon 
. areas of Tokyo, where he was born 
_ and brought up. 

— Simply dressed in a kimono and 
| living in an apartment a stone's 
| throw from his office, the 81-year-old 
. president of Mori Building Group isa 
_ Stoical and single-minded business- 
man. 

Mori went into the business late in 
` life, when he was 55. His father 
` owned nearly 70 wooden houses in 
- Toranomon and Shinbashi which he 
| let out. They were burned down first 
| bythe great Kanto earthquake more 
| than 60 years ago, and again during 
| World War II. Mori then quit his 
| teaching post in Kyoto to take over 
. his father's business, determined to 
resurrect the burned houses with im- 
| perishable concrete. 

In the aftermath of the war, when 
| the Toranomon area was in ashes and 
| the Japanese people's confidence was 
- shaken, Mori felt optimistic about the 
| future, he says. “I felt that my time 
| had come," he reminisces. 

` After 10 years of preparatory work, 
the 10-storey No. 1 Mori Building 
| was put up in Toranomon in 1957. 
| The highly modern building caused 
_ quite a sensation then, Mori remem- 

bers. Government offices were begin- 
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vicinity and Mori felt certain of de- 
mand there for office space. 

Indeed, the tenancy of the No. 1 
building was quickly taken up. Two 
| years later, when No. 3 building was 
| completed in the same district, major 
| companies, such as NHK (Japan 
Broadcasting Corp.) and Mitsui com- 
peted for space in the building, Mori 
says. 

During the fast economic recovery 
that followed, demand for office 
buildings outpaced supply. Mori con- 








| ning to concentrate in the Toranomon | 


* | ernment 


three years. 
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А. 
Mori: stoical and single-minded. 


tinued building one after another, 
constantly borrowing money from 
the bank. 

Continuous re-investment and 
financing with bank loans аге 
characteristic features of Mori man- 
agement, and features his father 
might not have approved of. *My old 
man hated borrowing money," Mori 
says. But unlike the wooden houses of 
his father's days, a concrete building 
costs tens of billions of yen, and is 
thus much harder to finance with ac- 
cumulated profit. 

Besides, property values are rising 
so fast that it is often advantageous to 
borrow money, he says. One other 
justification for being continuously 
in debt to the bank pointed out by 
Mori's competitors is that interest 
payments on bank loans are tax de- 
ductible. 


мМ” group’s revenue last year was 
nearly ¥50 billion (US$199.36 
million), and the total building space 
it owns now exceeds 70,000 m2, mak- 
ing Mori Japan’s third biggest pro- 
perty-development company, after 
the two giants — Mitsui and Mit- 
subishi Real Estate. 

Most of Mori’s shares are owned by 
the president and his family — two of 
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Currently, home-buyers can 
ing-loan money at rates of 5-8% and at generally no higher 
than 9% (even for second mortgages) from banks. The gov- 
refers a low interest-rate policy to tax deduc- 
tions for home-buyers on grounds that tax rebates tend to 
favour the rich. At present repayments of up to only 
¥150,000 (US$600) a year can be deducted, and only for 
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Land prices are still high by any international standards. 


According to government figures for 1982, the average 
price in Tokyo for “high class" residential land was. 
¥708,000/m? and for “ordinary land," ¥214-346,000. In 


1984, the average price of a mansion with two rooms and a 
kitchen in Tokyo was ¥25.62 million; the nationwide aver- 
age was ¥21.96 million. 


A gardener in the concrete jungle 


— BRUCE ROSCOE 





his children are on the board. And yet 
Mori is not a wealthy man, his secret- 
ary says, adding: “All his money is in 
the company.” 

A few months ago, the National 
Tax Agency published the listing of 
Japan’s highest income-tax payers in 
fiscal 1984. Most business tycoons’ 
names were there, but Mori’s was not. 

Mori's view is that as long as corpo- 
rate tax is kept at a rate that allows 
his company to grow, he cares little 
about his personal wealth. Death 
duties are so forbiddingly high in 
Japan that personal fortunes are 
guaranteed to disappear by the third 
generation, he says. 

Meanwhile, the Mori group keeps 
diversifying. In addition to office 
blocks, the company now owns 
hotels, shopping centres and multi- 
purpose buildings. In addition, Mori 
has developed a 1.6 million m? holi- 
day camp in Shizuoka prefecture. 
Overseas investment has also begun 
with the acquisition of land in Dallas 
a few years ago. А 

Mori's original policy of focusing 
on his own territory — Toranomon, 
Shinbashi and Akasaka — is basi- 
cally unchanged, but even so, the 
company is shifting its emphasis to 
large-scale redevelopment projects 
such as the much-publicised Ark 
Hills programme, with an office 
building, a hotel, residential apart- 
ments and a concert hall. 

Mori likens property development 
to landscape gardening, and seems to 
plan new buildings much in the same 
way a gardener might plant a tree. 
“Drinking brings one an hour of hap- 
piness . . . but gardening a lifetime's 
happiness,” he says. 

From Mori’s room on the top floor 
of No. 37 building in Toranomon, at 
least four other Mori blocks are visi- 
ble. But Mori seems to have an insati- 
able appetite for more buildings: 
“There is room for many more build- 
ings," he said, gazing at the concrete 
jungle outside the window. r 

— NOBUKO HARA 


























































13 JUNE 1985 e FAR EASTERN ECONOMIC REVIEW 






Stopover in Tokyo and discover 
what the future olds for you: 


1985 is a great year for a JAL Stopover in Tokyo! So don’ t miss this incredible or 
From 17th March to 16th Se ptember, vou can visit the experience! 
world's most exciting Expo ever! Japan Air Lines has the biggest ch 
The Tsukuba Expo '85. Stopover packages. Let JAL take \ t 
Japan Air Lines can fly you to this celebration of the the Tsukuba Expo '85 
past, present and future of man's dwellings and Ask your travel agent today 
surroundings. 
This Exposition is the first ever to explore the It’s alwavs a pleasu re. 


surprises science and technology have in store for the 
21st century man and his home. 

You'll see the best industrial imaginations of over 40 
countries from around the world. 

Demonstrations of new technologies. Astonishing 
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To succeed in today's business world, it’s important to begin with a sound 
financial base. 

And that's where Daiwa Bank can help. 
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The drug-abuse epidemic 
coursing through Pakistan 


By Terence White in Peshawar 

n the streets of Peshawar, gateway 

to the Khyber Pass and capital of 
Pakistan's North-West Frontier Pro- 
vince (NWFP) bordering Afghanistan, 
visitors are regularly accosted by smil- 
ing locals offering a mixed bag of 
drugs. This is as common as it is illegal. 
One local commented: “The govern- 
ment is crazy. In Peshawar you are not 
allowed to smoke hashish but in Barra 
you can buy kilos.” 

Barra, a small town about 15 km 
south of Peshawar, is much the same as 
any other in the NWFP except that it is 
divided into two parts, old and new, 


separated by a fence and a gate with an | 


armed guard on duty. At the gate a sign 
says: "Foreigners are not allowed 
beyond this point." 

Little wonder. On the other side in 
new Barra is a bazaar that specialises 
in consumer goods smuggled into the 
country from Afghanistan and else- 
where — Japanese textiles, electronic 
goods, refrigerators and TV sets. Also 
available are pistols, rifles and 
machine-guns, but most important 
of all, drugs: hashish, opium, morphine 
and heroin. 

Barra is a dope fiend's dream come 
true. In the display counters of shop 
after shop is a staggering array of 
hashish (called charas in Pakistan) — 
the brown-black resin of the cannabis 
plant — ranging in price from Rs 50- 
500 (US$3.33-33.30) a pau (235 gm). The 
cheaper qualities come in small brown 
lumps, or coils like the common Asian 
mosquito repellent. For the more dis- 
cerning smoker the hashish is pressed 
into rectangular plates stamped in 
gold with trade-marks such as three 
flying eagles or such trade-names as 
"Rocket Mohar” and “Special Mohar.” 

Hundreds of kilos of hashish in bulk 
is stacked against the walls of the 
shops wrapped in a traditional manner 
inside goatskins. Wrapped in leaves in 
disc-shaped blocks is opium (ealled 
"fium" locally), abundant and cheap at 
Rs 300 a pau. Although not kept on dis- 
play, heroin and morphine are readily 
available. It takes just a short walk to a 
private house to view, and if you wish, 
sample the merchandise. The price of 
heroin is hardly exorbitant by Western 
standards: Rs 25 a gram for brown 
grade and Rs 40 a gram for the pure 
white powder. 

Barra is able to co-exist with 
Peshawar in apparent contradiction to 
the law because it is a legacy of British 
colonial rule. In failing to subdue the 
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smuggling it to Peshawar, Lahi 
Karachi, and then to « 
Europe. His best sale for a month was 
35-40 kg, but he acknowledges that 
many of the elders in the town, includ- 
ing his own parents, are opposed to the 








Hashish smoker in NWFP: common commodity. 





trade. "We are Muslims and it is 
against our religion," he said. "Even 
my heart is not in it, but 

s there is much profit in this 
business. I make a lot of 


money. It’s the fastest way in 
the world to get rich 

It is curious that 
while Pakistan is now recog- 
nised as the world’s leading 
heroin exporter, before 1980 
the drug was virtually un- 
known and unavailable in 
the country. Heroin produc- 
tion from a number 
of inter-related factors in- 
cluding, ironically, gov- 
ernment's clamp-down on 
opium productior 

This came in February 
1979 when opium was de- 
clared illegal and a ban on its 
sale saw the closure of 333 
official opium shops cater- 


to note 


NOSOHYHOM Taye 


arose 


the 


ing to registered addicts, 
Coincidentally Iran the 
traditional market for 
Pakistan's opium exports, 
was lost after the Iranian 
revolution of 1979. Unfortu- 
nately Pakistani opium 
growers, stimulated by re- 
cord farm prices in 1978, 


produced a bumper crop for 
the March-April 1979 har- 
vest. After domestic con- 
sumption, this resulted in a 
massive surplus which had 
to be stockpiled 

However, elsewhere in 
the world heroin-producing 
syndicates were feeling the 
pinch; 1979 saw the deple- 
tion of existing Turkish 
stocks of opium; Mexican 








fiercely independent warrior tribes of 
Pathans who inhabit the present-day 
Pakistan/Afghanistan border areas 
the British were forced to grant them à 
degree of autonomy in order to main- 
tain the peace. Pathan land (including 
Barra) became known as the Tribal 
Areas, each district of which was ap- 
pointed a political agent to represent 
the central government, a system 
which survives to this day. 


RB reason there are no Pakistani 
police in Barra to enforce the law 
— it is outside their jurisdiction. Thus 
for many Barra Pathans, such as one 
Clark Gable look-alike replete with 
pencil-line moustache and flashing 
white key-board teeth, business is 
good, very good. He deals in heroin, 


production had declined due 
to law enforcement and two years of 
drought in Southeast Asia saw di- 
minished opium production from the 
Golden Triangle region in the Thai- 
land-Burma-Laos border region. Thus 
the stage was set for Pakistan's gradu- 
ation into the production of heroin and 
exploitation of a growing and depen- 
dent international market 

Pakistani officials attribute the 
domestic demand for heroin as being 
externally stimulated. Toha Koureshi, 
director of planning and development 
for the Pakistan Narcotics Control 
Board (PNCB), suggested that addiets 
arriving from Iran were responsible for 
introducing heroin to Pakistan. “In the 
past Pakistani opium was converted 
into heroin in Iran but after the revolu- 
tion this was no longer possible. It was 
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easier to come to Pakistan,” he said. 
Since the introduction of heroin in 
1980 the number of “abusers” has 
grown from an estimated 5,000 to more 
than 105,000 in 1983, when the PNCB 
concluded a national survey on drug 
abuse. The PNCB report elaborates 
that, in addition to the 800 tonnes of 
hashish consumed domestically, an es- 
timated 240 tonnes of opiates (opium 
and heroin) was used in Pakistan in 
1983, nearly four times the country's 
estimated production of 63 tonnes that 
year. By 1984 the estimated illicit 
opium production was down to 45 ton- 
nes — a substantial drop from a high of 
800 tonnes in 1979, a reflection of the 
success officials have had in enforcing 
the ban 
Nearly 90% of Pakistan's opium 
growing is confined to the Dir district 
and the Gadoon-Amazai sub-division 
of Maldan district, north of Peshawar. 
Remoteness and inaccessibility of 
mountainous valleys account for the 
difficulty in suppressing opium grow- 
ing in these areas. Tribal agencies out- 
side government control account for a 
mere 10% of illicit production. 
Koureshi commented that in general 
the Pathan tribal elders respond well 
to the political agents' requests to 
cease heroin production. "We have 
been able to control processing of he- 


Living legend 
of the unicom 


By Bunny Suraiya in Kaziranga 


s the elephant safari sways across 
the green plain, what looked like a 
large boulder surges to its feet, a huge, 
armour-plated relic from when the 
world was young. At the clicking of vi- 
sitors' cameras it lumbers away into 
the dawn mist — rhinoceros unicornis, 
the great Asian one-horned rhinoceros 
that once gave birth to the myth of the 
unicorn and which today has become 
something of a legend in its own right. 
While the Sumatran two-horned 
species and the African white rhino are 
virtually extinct, and the African 
black rhino has been decimated, in re- 
cent times there has been a significant 
increase in the number of Indian one- 
horned rhino in the last three places in 
the world where it is still to be found — 
the Royal National Chitwan Park in 
Nepal, the Jaldapara sanctuary in the 
north of West Bengal and the Kaziran- 
ga National Park in Assam. With an es- 
timated rhino population of more than 
1,100 in an area of 430 km?, Kaziranga 
is the world's most important sanc- 
tuary for an endangered species which 
once ranged from the northwest of 
India to the border of Burma. 
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roin in most of the tribal areas, for 
example at Landi Kotal [a notorious 
drug-manufacturing/smuggling town 
near the Khyber Pass] in the Khyber 
Agency." Other areas have proven 
harder to control and underground ac- 
tivity is still strong. According to 
Koureshi, the laboratories are often 
moved into Afghanistan. 


rug peddlers in Peshawar confirm 
this. One claimed to deal with a big 
syndicate of Affridi Panthans who 
have a permanent base in the moun- 
tains straddling the  Pakistan-Af- 
ghanistan border, allegedly defended 
by men armed with machine-guns and 
rocket-propelled grenades. Other, 
smaller syndicates, run mobile opera- 
tions, since a "heroin-lab" can be con- 
veniently stashed in the boot of a car 
The stockpiles of Pakistan's opium 
may account for the domestic con- 
sumption in excess of production, but 
PNCB officials also point out that 12- 
29 of Afghanistan's provinces produce 
opium — an estimated total of 450-600 
tonnes. After local consumption an es- 
timated 275-350 tonnes is left which 
can be converted into 27-35 tonnes of 
pure heroin. Add to this Pakistan's 45 
tonnes — less 15 tonnes for local com- 
sumption making 30 tonnes of 
opium or three tonnes of pure heroin, 
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Rhino grazing in Kaziranga: important sanctuary. 
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and we have a grand total of 38 tonnes - 
^ of heroin for export to the interna- 


tional market in 1984. 

Pakistan heroin averages a purity of 
60-80% and may sometimes be as high 
as 98%, according to a well-placed 
foreign official. “Combined with low 
cost this compensates for the losses due 
to inefficiencies in the smoking 
techniques common in Pakistan,” he 
said. Injection is still not popular in 
Pakistan, but if the price goes up and/ 
or the purity goes down due to strangl- 
ing of supply, use of the needle may in- 
crease 

Success stories for drug suppression 
are rare, especially in programmes of 
substituting other crops for opium, but 
in the Buner sub-division of Swat dis- 
trict the Pakistani authorities are jus- 
tifiably proud. Once responsible for 
30% of Pakistan's opium production, 
the area was completely cleaned up by 
1981 

Випег was a mixed-farming area 
with wheat and maize on rain-fed land 
and opium on irrigated land. By con- 
centrating on developing the wheat 
and maize crops through better seed 
and sowing techniques and the use of 
fertiliser, the increased yields (an im- 
provement of up to four times) pro- 
vided the incentive for stopping the 
cultivation of opium and encouraged 











In his memoirs, the founder of the 
Moghul Empire Babur describes a 
rhino hunt in which he and his son, 
Humayun, participated. In 1886 the 
then maharajah of Cooch Behar noted 
in his diary how his party “bagged five 
rhino before luncheon." Since rhino 
horns (which are really compressed 
strands of hair) are commonly believed 
to have aphrodisiac and rejuvenative 
properties and could be sold in metro- 
politan markets for “half their weight 
in gold," poachers added to the large- 
scale slaughter. 

By the early 1900s fears were ex- 
pressed about the rhino's seemingly in- 
evitable extinction and when Kaziran- 





ga was declared a reserved area in 1908 
there were only about a dozen of the 
animals left there. However, by 1966, 
when the first animal census was con- 
ducted, the number had risen to more 
than 360. Since 1974, Kaziranga has 
been à national park where the killing 
of any animal or even the carrying of 
arms is forbidden. But, despite protec- 
tive measures, poaching continues and 
in the first three months of this year 14 
of the animals were illegally killed in 
and near Kaziranga. The average rhino 
horn, which is about 5 in. in length and 
weighs about 3 Ib, can fetch the equi- 
valent of US$500 on the local black 
market and can eventually be sold for 
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"the substitution of two new erops—to- | | 
bacco and sugar-cane. It worked. Now | | 


income from these exceeds that of 
opium in the past and people also have 
the fringe benefits of roads, health- 
eare and other public services pro- 
vided by the government. Further- 
more, enterprising locals generated 
some spin-offs of their own: with roads 
provided, one started a bus service 
which in turn spawned a mechanic 
shop/petrol station and tea houses. A 
new bank provided loans to finance 
ventures in apple growing and marble 
quarrying. 

Unfortunately this success story has 
not been repeated and the trade in 
drugs continues to provide greater fi- 
nancial incentives and lucrative job 
opportunities than farming ever will 
Consider, for example, domestie sales 
of heroin in 1983: Rs 500 million and 
expected to double in 1984. This re- 
flects the epidemic proportions of drug 
abuse in Pakistan. 

Unless a concerted effort is made to 
match the successes in suppressing 
opium production with similar suc- 
cesses in combating the major drug 
syndicates — the identities of which 
officials profess ignorance — Pakistan 


will continue to be used as a conduit for 


trafficking Afghanistan's uncontrolled 
and growing heroin production. п 


up to US$10,000 in Hongkong, Singa- 
pore or West Asia. 

Today, the Kaziranga rhino's para- 
doxical problem is its own success 
story. As its numbers continue to swell, 
at an estimated rate of about 40 a year, 
many experts feel that the ecological 
carrying capacity of the park is being 
overburdened, particularly as the in- 
creasing human population in the area 
leads to encroachments on the rhino's 
stomping grounds. Rhino in search of 
fodder periodically stray into neigh- 
bouring farms and villages and fall 
easy prey to poachers. Two years ago 
an errant adult male rhino caused con- 
siderable consternation and traffic 
disruption in the streets of Tezpur 
town. 

The monsoon, between May and 
September when an average of 85 in. of 
rain falls on the flat plain, is the season 
for poaching. The river of sorrow, the 
Brahmaputra, floods its banks and in- 
undates Kaziranga, driving the ani- 
mals out of the park. While other ani- 
mals can seek the safety of the thickly 
wooded Mikir hills, the grazing rhino 
remains on relatively lower, more- 
open ground outside the protected 
area, and provides an easy target for 
poachers. 

The poachers' favourite ploy is to dig 
and conceal a pit embedded with sharp 
wooden stakes along the rhino trails 
that meander through the grass. The 
short-sighted, habit-bound animals 
easily fall into the traps and one of the 
main jobs of the forest staff is to locate 
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and uncover these deadly excavations. 
The park guide pointed out a recently 
discovered and exposed pit, about 6-7 
ft deep. Not all the traps, however, are 
found in time. Sometimes poachers are 
frightened off before they can cut the 
horn off the butchered animal. In these 
cases the horn is auctioned off by the 
forest authorities. The practice has 
been criticised by those who feel it 
panders to popular misconceptions 
and clandestine demand, but the au- 
thorities argue that since the deed is 
done, something should be salvaged 
from it. 


he killing of a female endangers its 

calves and these, when found, are 
taken into protective custody. Since 
wild animals reared out of their natu- 
ral habitat cannot, as a rule, be suc- 
cessfully rehabilitated in their old en- 
vironment, rescued calves usually end 
up in zoos. At present there are two al- 
most fully grown young rhino waiting 


in a stockade at Kaziranga for a suita- | 


ble zoo to accept them. Meanwhile, vi- 
sitors feed them juicy titbits of leaves 
and grass and treat them like over- 
grown domestic pets. Their condition 
exemplifies the insidious danger the 
sanctuary holds for much of its 
wildlife, particularly the rhino. 

With Kaziranga having become a 
major tourist attraction drawing an in- 
creasing number of visitors, some con- 
servationists fear that constant expo- 
sure to humans is eroding the animals’ 
natural instincts of wariness and self- 








preservation. Some of the rhino in the 
park, such as the late, legendary barra 
gaenda (big rhino) and kaankatta (cur 
ear), have been known to be so tame 
that a plucky visitor could actually 
walk up and pet them. 

In an effort to relieve some of the 
growing pressure on Kaziranga and 
the species, a proposal was made some 
time ago by the Indian Board of 
Wildlife to relocate a few animals from 
Assam to the Dudhwa National Park in 
Uttar Pradesh. The move was initially 
opposed by Assam forest officials who 
gave the relocated animals only a 6% 
chance of survival in their new habitat, 
It was argued that Dudhwa, where 
rhino are said to have become extinct 
more than 100 years ago, has unsuita- 
ble terrain. 

Opposition to the move was also ex- 
pressed by political agitators who 
claimed that Assam was being dispos- 
sessed of its natural wealth and, at one 
stage, threatened a blockade to 
obstruct the project. The transfer, in- 
volving five animals, was eventually 
made last year and the 500-km journey 
by road and air passed without mis- 
hap. While it is still too early to say 
whether the experiment has proved 
successful, reports indicate that at 
least one of the rhino might have been 
killed by poachers. Relocation remains 
a controversial issue and one that is 
unlikely to provide an adequate solu- 
tion to Kaziranga's dilemma of the 
over-abundance of an endangered 
species. 
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CHINA 


- Dream turned nightmare 






! The Forbidden Door by Tiziano Terzani. 
. Asia 2000 Ltd, Hongkong. No price 
_ given. 


* г the preface to his book Terzani tells 
us how he became Deng Tiannuo (his 
Chinese name) in 1968. Speaking for 
“my generation" (Terzani is now 47), 
he says that “many were caught in the 
illusion projected by Mao's China.” He 
| thought Mao was "a genius attempting 
the greatest experiment of social en- 
gir heering in the history of mankind. 
His goal was a more just, more humane 
society." When Terzani finally was al- 
lowed to live in China, he “quickly 
realised that Deng Tiannuo's dream 
been China's nightmare." The last 
sentence of the book reads: “Deng 
"Tiannuo no longer exists.” 
— Thebook is Terzani's relentlessly de- 
ssing, though strangely colourful 
description of China's grey nightmare. 
ow does one account for such an 
postasy? Why did Terzani ever want 
be Deng Tiannuo in the first place? 
His generation, the disillusion of the 
j old world, the convenient distance of 
[ Chi a form part of the explanation. 
| But there must be something more 
personal involved, too. And as one 


















I To the Frontier by Geoffrey Moorhouse. 

| Hodder and Stoughton, 1984. £9.95 
(US$12.65). 

` Passage to Peshawar by Richard 

. Reeves. Simon and Schuster, 1984. 

{ __ US$15.95. 


ravel writers on Pakistan cannot 
help but become highly politi- 
вед. Two writers, Geoffrey 
_ Moorhouse, a well-known British au- 
Phor with several Raj books to his 
credit, and Richard Reeves, an Ame- 
` rican journalist with The New York 
^ Times and the New Yorker magazine, 
| came to Pakistan as political inno- 
cents intent on writing colourful 
“word pictures" on a country that is 
| now а United  States—backed 
‘frontline state against the Soviets. 
` They left Pakistan as political sav- 
.| ants depressed by the repression, tor- 
ture and lies they saw around them as 
Pakistan enters its eighth year under 
_ the military regime. 

Moorhouse is the traditional Eng- 
` lish eccentric, arriving with a 
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reads the book, one realises what it is: 
Terzani is an incurable romantic, al- 
ways longing for a world which cannot 
be. And though the Chinese nightmare 
he describes is no doubt true to life, it is 
as if Terzani blames China for not liv- 
ing up to his dreams. This lends a 
somewhat reproachful tone to the 
book, like the reaction of a parent 
whose child fails to live up to impossi- 
ble expectations. 

Romantic writing has its strengths 
and weaknesses. This book shows 
both. First the weaknesses. One will 
look in vain for cool analysis. Such 
vital questions as what the true nature 
is of Chinese communism — how much 
of it is Chinese, how much Marx — are 
not answered. This is important be- 
cause so much of the book is written in 
the form of rather indignant descrip- 
tion: the destruction or lack of concern 
for historical monuments; the mind- 
numbing conformity in Chinese 
schools (described by the author's two 
children, who bravely went through 
the experience) and so forth. 

It is true, to be sure, that the blind 
destruction by the Red Guards during 
the 1960s was extraordinary, like all 
waves of icon-bashing in history (think 
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Passage through Pakistan 


rucksack and willing to go wherever 
bus routes take him or passengers on 
the way ask him to stop off and spend 
the night. He visited all of Pakistan's 
four provinces but the most interest- 
ing anecdotal journey is through 
Baluchistan about which so little is 
known and even less is written. Both 
writers had aimed to end up writing 
about the turbulent North-West 
Frontier Province and the plight of 
the Afghans but along the way they 
picked up so much information on the 
country's depressed political and cul- 
tural life, that the Afghan issue paled 
in significance. Moorhouse concen- 
trated on the suppression of the legal 
system when he fell into the company 
of prominent lawyers in Lahore, once 
the garden city of the British Raj. He 
smuggled out the testimony of a tor 
tured political prisoner, while! dis- 
cussing cricket with the customs in- 
spector at Karachi airport. 
Moorhouse wrote from the bottom 
up, meeting ordinary people and con- 
veying their impressions; Reeves 

























Terzani: : incurable romantic. 




















of Oliver Cromwell). But foreign com- 
mentators have complained of the 
decay of Chinese monuments and the 
seeming lack of Chinese interest for a 
lot longer than the past 30 years. And 
the conformism, social discipline and 
rote learning system have been part of 
Chinese education for centuries. These 
may have worsened under communism, 
but they are not totally due to it. 

In his commendable zeal to attack 
the complacency of fellow travellers by 
exposing the evils of modern China, 
Terzani perhaps paints a too rosy pic- 


wrote from the top down, as much of 
his time was spent in Islamabad 
meeting government officials. He had 
numerous interviews with President 
Zia-ul Haq as well as urban intellec- 
tuals. Reeves explored the contradic- 
tions in Pakistani life with great as- 
tuteness — the rampant materialism 
contrasted with Islamic piety or the 
attempts at modernisation by a mili- 
tary dictatorship trying to legitimise 
itself through a 1,400-year-old 
dogma. 


eeves asked many questions and 
got a wide range of answers. The 
foreign editor of Pakistan's news- 
agency — tightly controlled by the 
government — told him that only 10- 
15% of the population really believed 
in Islam. A deputy minister whis- 
pered to him, as they walked around 
Zia's garden: “people here are the 
same as in America. The people want 
democracy. The people want justice. 
The people want freedom.” A fun- 
damentalist mulla, belonging to the 
extreme Jamaat-e-Islami party, told 
Reeves he was taking his wife to do an 
advanced course in dermatology at a 
university in Waco, Texas. 
Reeves has few good things to say 
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n ture of the tait This, t it, is еи of 
romantics. One either idealises the fu- 
‘ture or the past — ideals the unfortu- 
nate present can never live up to. 

The chapter on Tibet is a case in 
point. Certainly, the Chinese occupa- 
tion has been a disaster. High Tibetan 
culture has been more or less eradi- 
cated, the economy is a shambles and 
relations between Han Chinese and 
Tibetans could hardly be worse. But 
the past was pretty awful too. It is not 
as if Tibetans were all meditating 
monks, happily in communion with the 
gods. Old Tibet was in many ways a 
brutal, feudal society in which many — 
not least those in the monasteries — 
lived the lives of slaves. As for the idea 
that Tibetans "can communicate by 
telepathy over great distances, or 
travel at inhuman speed . . ." it would 
be nice if it were true; there are few 
motorised vehicles in the country. 


N ow for the strong points. Like most 
romantics, Terzani has high hopes 
of communicating with "the people" 
(he actually went around dressed like a 
Chinese) This has obviously led to 
many encounters more cautious or 
hard-bitten souls never experience. 
While others are safely ensconced in 
their tourist buses or foreign ghettos, 
Terzani goes around on his bicycle, 
peeking behind forbidden doors. His 
descriptions are often delightful. 

This one, for example, in Pingyao, 
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near the city of Datong. Other foreign 
guests are being entertained at a ban- 
quet. To go wandering around the 
town, they are told, is “inconvenient,” 

Terzani goes ahead anyway and 
“this forbidden city turns out to be a 
collection of all that the local au- 
thorities do not wish the visitor to see. 
All the streets are unpaved and co- 
vered with a mixture of mud and 
excrement; rich, old mansions built of 
stone are crammed with derelict peo- 
ple; an old stone bridge with carved 
lion heads, under which flows a dead 
river of flaming red water produced by 
a nearby plastics factory, is in sham- 
bles . . . In the streets one meets child 
beggars, two screaming madmen, an 
epileptic woman, an old intellectual 
who after 20 years of labour camp is 
back selling the rest of his library to 
make a living. A former seminarian, 
speaking Latin in order not to be 
understood by the crowd, attempts to 
tell the story of the repressed Christian 
community. Going through the city 
gate one bumps into a group of some 
200 youngsters with shaven heads, 
guarded by four uniformed policemen, 
returning to prison after a day of re- 
education through labour." 

This vision of contemporary China 
more than makes up for any deficien- 
cies the book may have. It is beauti- 
fully written and it is the heartfelt cry 
of anguish by a romantic who cares. 

— IAN BURUMA 





Pakistani Army cadets: less complimentary. 


¡about Zia: “More influenced by 
Machiavelli than Muhammad.” He is 
even less complimentary about the 
army. “The Pakistan Army had 
started three wars and lost them all 
badly. The only people ever con- 
;quered by that impressively medalled 
bunch under General Zia have been 
_the people of Pakistan.” However, his 
‘most forthright criticism and the 
most interesting is reserved for his 
own country. 





Pakistan was 
his first experi- 
ence of the end re- 
sult of US foreign 
policy. He out- 
lines the attitudes 
of US officials in 
Islamabad, in- 
cluding the US 
ambassador, who 
have not spent a 
single dollar of 
the US$3.2 bil- 
lion aid to Pakis- 
tan since 1982 on 
improving liter- 
acy or any other 
social welfare 
programme. Ac- 
cording to Reeves 
the policymakers in Washington have 
no desire to share American ideas or 
ideals with the illiterate masses of 
Pakistan. Both Moorhouse and Reeves 
often comment on how little Pakis- 
tanis smile now, though both are told 
this was not always the case. Reeves 
has the last word — the fact that 
Pakistanis smiled so little “had less 
to do with their God than with their 
rulers. It was not fun living in a police 
state." — JAMAL RASHEED 
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E widely publicised boardroom 
IK battle, which culminated in the 
EB ouster of Boonchu Rojanastien 
former Bangkok Bank president and 
one-time deputy prime minister — 
m the chairmanship of Siam City 
nk on 29 May, raises questions 
about whether Thailand's monetary 
authority has adequately exercised its 
statutory powers. 
Following the unexpected ouster, 
Boonchu has threatened to sue the 
k's largest shareholding group — 
Mahadumrongkul family — for 
ting a memorandum of under- 
nding which, in essence, entrusts 
with overall management supervi- 
The bank's previous management 


p of watch distributorships and 
accessories plants here.) 
_ Although brief mention was made of 
eged past mismangement, news- 
r headlines in recent weeks por- 
yed a dispute between Boonchu 
th associates and the Mahadum- 
gkuls over how to effect a Baht 200 
ion (US$7.4 million) capital in- 
ase. The full extent of Siam City's 
doubtful debts, plus its questionable 
accounting practice, were not brought 
to light. 
ow that the wrangle has reached a 
nt of no return, Boonchu says he 
expose the bank's real position 
ce the issue goes to court. There is 
concern in some quarters that — if and 
vhen that happens — the bank's de- 
positors may start withdrawing 
ney, with possible adverse effects 
here in the banking system. 
The two rival factions in Siam City 
k originally set out as partners 
en they took over the controlling in- 
ts in the bank in late 1982. Boon- 
u says his personal holding is margi- 
; his associates — including the 
athiwat family (which runs the 
ntral Department Stores chain), 
Thai Seri Cold Storage (manufacturer 
&nd exporter of frozen seafoods) and 
other individuals — had a combined 
2 .7% stake. The Mahadumrongkuls 
held slightly more than 30%. 
Strapped by long years of poor man- 
agement, the institution they acquired 
was basically insolvent — a position 
, concluded by the Bank of Thailand 
(Вот, the central bank) following an 
` examination on 17 August 1983. Ac- 
. cording to a classified BoT document 
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Boonchu: threatening to sue. 


(a copy of which was obtained by the 
REVIEW), Siam City had Baht 54.4 mil- 
lion bad debts plus another Baht 1.4 
billion doubtful debts at the date of 
examination. 

The document stated in part: “The 
[bank's] revenue-generating capabil- 
ity is low. There were only Baht 180.4 
million (or 2.06% of risk assets) left of 
the capital funds after deducting all 
the bad debts, half of the doubtful 
debts that are worth more than the col- 
laterals and provision for [other] 
doubtful debts. Taking another Baht 
560 million worth of interest payable 
(that were not booked in the June 1983 
period) into consideration, the bank's 
capital funds were minus Baht 379.7 
million. Its position was therefore in- 
solvent...” 


s a result of the findings, the then 
Ae governor, Nukul Prachuab- 
moh, apart from ordering a sus- 
pension on dividend payment, told the 
bank to raise its capital by Baht 350 
million by the end of 1984, to be fol- 
lowed by a Baht 200 million annual 
capital increase in succeeding years. 
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Credits and guarantees to 
outside businesses in which 
the bank's directors or execu- 
tives were involved were also 
halted. 

The bank succeeded in 
raising the targeted Baht 350 
million capital funds last 
year through an issue of 1 
million new shares sold at a 
premium. The launching of a 
five-year development plan, 
initiated by Boonchu and 
partly in compliance with the 
central bank directives, also 
saw an overall improvement 
in other fields (which led to a 
recent approval by the cen- 
tral bank for a renewal of di- 
vidend payments). Deposits 
grew 26% to Baht 18.5 billion 
while credits expanded 32% 
to Baht 16.3 billion in 1984. 
It was ranked No. 10 (in 
terms of total assets) among 
the 16 Thai banks as of mid- 
1984. 

But since the gradual pro- 
cess of writing off the doubt- 
ful debts and accounting for 
interest payable had only 
begun, the aggregate 1984 
position was far from solid. 
In his notes to last year's fi- 
nancial statements, the auditor 
pointed out: "After evaluating the 
existing financial status of debtors, the 
allowance made for doubtful accounts 
is insufficient. Even though the bank 
has increased a certain amount of the 
interest payable in this period, it re- 
mains inadequate. Some past-due ac- 
counts on which the bank has sus- 
pended interest charges in the previous 
period are charged interest as income 
for this period, which is considered to 
be an inconsistent accounting policy." 

The boardroom dispute probably 
stemmed from Boonchu's desire to 
speed up the improvement process. To 
keep up the capital-increase target for 
the remaining four years, Boonchu 
wanted to start preparations im- 
mediately to raise the 1985 portion of 
Baht 200 million. But the Mahadum- 
rongkuls preferred to wait, reasoning 
that the current economic conditions 
were unfavourable: 

Since the five-year plan was en- 
dorsed by the central bank, Boonchu 
openly called for the BoT's interven- 
tion to ensure that it was effected. He 
claimed that central bank governor 
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Kamchorn Sathirakul initially agreed 
but later changed his mind after being 
told by Finance Minister Sommai 
Hoontrakul not to intervene. 

Whether Sommai actually issued the 
instruction could not be confirmed; 
but a central bank spokesman said the 
governor's position was quite clear. 
First, Kamchorn believed that the BoT 
should remain neutral since the issue 
was a personality conflict, rather than 
a dispute affecting the bank's opera- 
tion. Secondly, the BoT could assign 
officials into the bank only in the event 
of serious problems. : 


laiming that the BoT's interven- 
C tion is crucial to the bank's reha- 

bilitation, Boonchu accused the 
monetary authority of inadequately 
exercising its statutory powers in the 
past. The debacle in the finance-com- 
panies sector in late 1983 (REVIEW, 3 
Nov. '83) and the government takeover 
of Asia Trust Bank last year (REVIEW, 
13 Sept. '84) were cited as examples of 
this lack of early decisive action. 

In response, the central bank 
spokesman conceded that given legal 
loopholes under the current Banking 
Act (1979), the BoT's examination and 
supervision are not fool-proof and that 
drastic action can be taken only in the 
event of a crisis. The last crisis at Asia 
Trust Bank highlighted the necessity 
and urgency of legal amendments to 
plug various loopholes. But against 
earlier expectations, the proposed 
amendments have been excluded from 
the agenda of the current parliamen- 
tary session. 

Charging foul play,  Boonchu 
claimed the boardroom coup was pull- 
ed off as the two sides were negotiating 
the possibility of either of the two par- 
ties buying out the other's stakes. In a 
hurriedly summoned meeting of the 
15-member board on 29 May, the eight 
directors who were present (four of 
whom are members of the Mahadum- 
rongkul family) voted Boonchu out. 
One ailing member was reportedly car- 
ried to the meeting, to ensure the slim 
majority. 

Another board meeting the follow- 
ing day voted to reinstate Chalerm 
Cheosakul as chairman. A deputy di- 
rector of the Crown Property Bureau 
(CPB, a royal agency), Chalerm res- 
igned from the chairmanship in 1983 
after heading the bank board for sev- 
eral years. Whether his return was à 
personal initiative, or done with the 
consent of CPB (which has less than 
10% of the shares) was not known. 
Given the bank's previous record, his 
announcement to raise its paid-in cap- 
ital by Baht 500 million this year and to 
"expand all activities . . . by applying 
teamwork, | fairness and profes- 
sionalism > .-;" was greeted with some 
scepticism. п 
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ECONOMIES 


Recovery must wait 


Prospects for the Philippines will continue to be sluggish 
though a major credit facility has been secured 


By Jose Galang in Manila 
prime prospects in the Philip- 
pines remain dull despite the sign- 
ing of a US$3.9 billion financial pack- 
age on 20 May between the Philippine 
Government and its foreign bank cred- 
itors. It will be a long time before the 
new resources find their way into the 
economy generally and some of the 
conditions involved in the rescue tie 


the government's hands in areas where | 


it could otherwise stimulate activity. 

Reflecting this and continued weak 
domestic demand, forecast economic 
growth for 1985 has been scaled down 
to 0-195. Although this compares 
favourably with the 5.5% contraction 
in gross national product in 1984, it is 
well down on earlier expectations of 
2.5% growth this year. 

Furthermore, constraints on the 
growth of money supply and the na- 
tional budget deficit are curtailing 
government activities that in previous 
times were used to stimulate produc- 
tion and demand in certain sectors. 
These contraints are part of the condi- 
tions that Manila must adhere to under 
the  standby-credit arrangement 
finalised in December with the Inter- 
national Monetary Fund. 

The commercial finance package, 
negotiated over a 20-month period 
with 483 foreign banks, has two major 
components — a new money facility of 
US$925 million and trade credits of 
US$3 billion. It is tied to an IMF 
standby facility, amounting to a total 
615 million special drawing rights 
(SDRs, equivalent to US$614 million), 
which was originally due to be made 
available in seven tranches up to mid- 
1986. The release of the second tranche 
(scheduled for the.end of March) was 
put on hold, however, due to the inabil- 
ity of Manila officials to wrap up the 
programme with the commercial 
banks, and has still not been released. 








The IMF programme is designed to 
help the Philippines develop a repay= 
ment scheme that would make foreign 
debt servicing orderly, following the 
halt in all commercial credits to the 
country and private enterprises in late 
1983. The country's creditor-banks 
have been tapped to provide trade 
financing which may be used to pay off 
overdue and current obligations 

The package also includes the re 
scheduling of US$5.8 billion of the 
Philippines’ debts from commereial 
banks that were due to mature be- 
tween 17 October 1983 and 31 De- 
cember 1986. The total amount comes 
prises US$3.4 billion of short-term 
debt and US$2.4 billion of medium and 
long-term loan repayments. Negotia- 
tions. with individual bank creditors 
areto be started by Manila in July 

From its official creditors, the 
Philippines has secured commitments 
for long-term new money assistance of 
US$2.2 billion up to the end of 1986; 
Also, about US$1.1 billion of debts ins 
curred or guaranteed by the Philippine 
Government with other governments 
are being restructured à 

All these expected capital infusions, 
together with foreign-exchange sav- 
ings that will result from the longer 
debt-repayment periods, are aimed at 
boosting the countfy's balance-of- 
payments position. Estimates by the 
Central Bank of the Philippines point 
to payments surpluses of around 
US$2-3 billion for the period 1984-86, 


compared to projections of an overall 
deficit of US$5.3 billion for that period 
without the financing package 

The US$925 million new money 


facility is due in three tranches — the 
first, for US$400 million can be ob- 
tained only after the Philippines draws 
the second tranche of its standby facil- 
ity with the IMF. The whole trade ered= 


103 









well as relaxing the monetary 
h targets set for Manila. - 

new money ‘facility, however, 
e used mostly to clear interest ar- 
ars, and is not expected to benefit di- 
etly private industry. 

Of the trade facility, some US$1.6 
billion is expected to be used for im- 
sorts of materials and equipment, 
While US$1.4 billion will be used by 
port-oriented industries. The facil- 
‘will be available up to end-De- 
mber 1986. Negotiations for its ex- 
nsion are expected to start in the 
iddle of next year. 

The scarcity of foreign exchange and 
productive activity has dampened 


the exports sector has also suf- 
'ed from the high exchange rate of 
? Philippine peso against the US dol- 
The peso rate now hovers at about 
8:US$1 compared to about 
.80:US$1 at the start of the year, 


jme Minister Cesar Virata, who is 
also finance minister, has noted 
at'the high domestic interest rates 
tended to attract foreign ex- 
ge. However, the rates, currently 
he neighbourhood of 34-37% a year, 
tended to be counter-productive 
‘depressed domestic investment, 
cording to businessmen, 
the financial package that has just 
secured from the creditor-banks 
Id inject additional liquidity into 
System, resulting from the antici- 
ted release of more pesos. The IMF 
s agreed to a higher money supply 
owth for Manila, which exceeded the 












ports since late 1983. On the other | 
d 





to commi the inflation 
rate down too. 

‘From а peak of 64% in n October 1984, 
consumer price increases on a year-on- 
year basis have slowed to 45.3% in 
January and to 37% in April Virata 
projects the rate to slow further to 1595 
by year end, which could help push 
down interest rates to 22-25% by then. 

The overall economic programme is 
hinged on the promotion of agriculture 
(REVIEW, 31 Jan.), given that the sector 
is capable of responding best to mini- 
mum capital injections and that 70% 
of the country's population lives in ag- 
ricultural areas. Financing arrange- 
ments have been finalised with the 
World Bank and Asian Development 
Bank to facilitate the flow of farm in- 
puts (such as fertilisers, chemicals and 
pesticides). 

The government hopes that with in- 
creased activity in the agricultural sec- 
tor, rural incomes would rise enough to 
boost demand for а number of con- 
sumer industries to spark the overall 
economic recovery. In late May, the 


| government announced policies that 


would further encourage farm produc- 


tion (previous policies such as controls | 


on pricing and marketing systems 
acted as disincentives to the sector). 
The government is also determined 
to reduce equity injections and sub- 
sidies to the 300-odd state corpora- 
tions, as part of an overall move to eut 
budget deficits. For 1985, capital out- 
lays to the 15 biggest state corpora- 
tions will be trimmed by 9.7% to P12 
billion, to bring down the overall de- 
ficit in these corporations to P10 bil- 
lion. ü 























CENTRAL AFRICAN REPUBLIC 
INVITATION TO PREQUALIFY 


Contractors interested in being prequalified for the. BANGUI 
"M'POKO AIRPORT project, should obtain against payment of 
50.000 F. CFA to M. LE HAUT COMMISSAIRE CHARGÉ DU PLAN 
ET DE LA COOPÉRATION ÉCONOMIQUE ET FINANCIÈRE from the 
address given below the "prequalification form" and «submit 1, 
according to the instructions accompanying the form, BEFORE 
AUGUST 3, 1985. The project basically involves civil works related to 
the strengthening and resurfacing of the runway (2600 M x 45 М), 
taxiway (320 M x 22 M), and the apron (350 M x 90 M), and is expec- 
ted to be partially funded from the loans granted by the Saudi Fund 
for Development (SFD), the Arab Bank for Economic Development 
in Africa (BADEA), and the Opec-fund. 


LE HAUT COMMISSAIRE AU PLAN ET-A LA 
COOPÉRATION ÉCONOMIQUE ET FINANCIERE 
B.P. 696 - BANGUI - REP. CENTRAFRICAINE 
TLX N° 5208 RC | 
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rainbow 


Papua New Guinea's expected 
windfall from the Ok Tedi mine 
may not materialise for years 


By Hamish McDonaid 

in Port Moresby 

he four partners in Papua New 

Guinea's troubled Ok Tedi Mining 
Ltd (OTML, the formal name of the 
gold and copper mine consortium) are 
now apparently steeling themselves to 
absorb at least half the US$745 million 
in debt incurred by the project so far, 
even if an economie test gives the go- 
ahead for expanded copper produc- 
tion. The four are Australia's Broken 
Hill Proprietary Co. (BHP, with 30%), 
оо Minerals of the United States 

30%), the Metallgesellschaft group of 
West Germany (20%), and the Papua 
New Guinea Government (20%). 

A two-part agreement on a new 
development schedule was reached be- 
tween the private partners and the 
government on 20. March (REVIEW, 4 
Apr.). The government had effectively 
closed down the mine four weeks ear- 
lier because the companies were drag- 
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SU ur UR ы : 
Earthworks at Ok Tedi: delayed development. 


ROB WALLS/RAPPORT 
— 








ging their feet on the original develop- 
ment schedule in the face of depressed 
copper prices which made further ex- 
pansion seem  uneconomic. With 
US$960 million already committed, 
the private partners were reluctant to 
go beyond the initial phase of mining 
Mount Fubilan's rich gold “cap.” (Ok 
Tedi's copper deposits lie beneath the 
gold-bearing ore.) 

The latest talks between Port 
Moresby officials and the private 
partners, in Melbourne at the end of 
May, failed to produce the drafts some 
hoped could have been put to the 
Papua New Guinea National Parlia- 
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Bougainville copper mine: reduce profitabil 


According to estimates now given 
privately by Port Moresby officials, 
the minerals fund will contribute 
only about Kina 18 million a year 
over the next few years. In the na- 
tional public expenditure plan pub- 
lished last. November (REVIEW, 22 
Nov. '84), the fund was to provide 
Kina 32.1 million a year from 1985 
through to 1988. 

The Kina 14 million shortfall is 
equivalent to 2.7% of total internal 
revenue budgeted for 1985 (Kina 
513.2 million) and 1.85% of total re- 
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ment for ratification in its current sit- 
ting, as well as to individual company 
boards. Papua New Guinea officials 
said at least one more negotiating ses- 
sion would be needed, but believed 
documents could be ready by a 1 Au- 
gust deadline. 


wo pieces of paper are involved 

One is a supplemental agreement 
which details a compromise plan on 
physical development of Ok Tedi 
Under the original agreement, OTML 
was to have begun construction late 
last year of a second phase in the mine, | 
for production of copper as well as gold | 


HAMISH MCDONALE 


ceipts including Australian and other 
foreign grant aid (Kina 758.4 mil- 
lion). 

Economic analysts in Port Moresby 
say that willmake the 2% realgrowth | 
in expenditure (to Kina 850.6 million) | 
planned for 1985 difficult to attain 
without further borrowing. Hopes of 
phasing out loans from commercial 
sources by 1987 have been quietly put 
aside. 

Net overseas-financing require- 
ments for 1985 were put at Kina 72.3 | 
million in the budget; Kina 42.7 mil- | 








from 1986. A third stage to be built 
during 1987-89 would have turned Ok 
Tedi into a steady, long-term copper 
producer with a small ancillary gold 
output. Total cost of the second and 
third stages, including a hydr: electric 
power plant and permanent tailings 
(waste) dam were put at near US$1 bil- 
lion 

The new agreement commits OTML 
to converting the existing gold-extrac- 
tion line to a copper-production line 
processing 30,000 tonnes of ore a day 
by the start of 1989. Construction of a 
permanent tailings dam, costing an es- 
timated Kina 90 million (US$88.2 mil- 
lion), would start immediately. Until it 


| is ready, OTML could continue using а 


temporary dump 


The agreement also requires the 


| partners to lift their “сар on financial 


exposure to Ok Tedi from the present 
US$1.055 billion by a further US$80 
million. The joint-venture agreement 
provides stiff financial penalties for à 
partner that does not meet its commit- 
ment up to that cap. Once past it dilu- 
tion of equity becomes easier. So far it 
has been the government itself which 
has allowed its equity entitlement to 
slip: it is now to put in about US$7.5 
million to protect its shareholding at 
the 20% level 

Until the first copper line is produc- 
ing in 1989, at the rate of 70-90,000 
tonnes of concentrate a year, no di- 
vidend will be paid 

The second part of the agreement 


lion from international agencies 
and Kina 29.6 million from com- 
mercial sources. Domestic bor- 
rowing was set at Kina 19.9 mil- 
lion. The prospect of further loan- 
raising causes unease in some of- 
ficial quarters. “Even if the funds 
can be raised overseas without 
problems, would it be a good idea 
to go further into debt?” one 
senior official asked. 

Even so, Papua New Guinea 
would not seem to have stretched 
its credit to the limits. Total pub- 
lic debt outstanding at the end of 
1984 was Kina 904.9 million, 
down from a peak of Kina 911 
million a year earlier. Central 
bank estimates put service of the 
Kina 723.2 million overseas com- 
ponent at 9% of exports, and ser- 
vice of the total debt at 7.8% of gross 
domestic product (Kina 2.15 billion). 

Forward budget plans adopted last 
year by the government see a real 
0.5% growth in spending over the 
three years from 1986. The Ok Tedi 
problem now makes a cut in real 
terms more likely, especially if the 
Australian Government adopts re- 
commendations to continue a 3% a 
year net decline in its aid contribu- 
tion through the new five-year aid 
agreement due to start in July 1986. 

— HAMISH McDONALD 
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| made, on the basis of conditions at 
— Start of 1987, whether to go ahead with 
onstruction of a second and the final 
phases of development, which in- 
- clude; 
> A “net present value" test which 
— will weigh whether it is economic to 
ада a second copper line of 15-30,000 
tonnes a day capacity. 
> A “pay-out” test of whether the 
extra spending on the second copper 
L— line will be paid back over seven years 
E from construction. 
С > A debt-repayment test to measure 
E whether in addition to the incremental 








repay 50% of the debt incurred by 20 
March 1985. In other words, the 
partners face the strong possibility of 
having to take over US$350 million in 
debts onto their own books. 
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The price of 
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By Nick Seaward in Singapore 
ingapore has invoked the power of 
Asean in a last-ditch attempt to re- 

verse Wellington’s earlier decision to 

exclude both itself and Brunei from 

- New Zealand's Generalised System of 

_ Preferences (GSP), after failing to win 

a change of heart at three bilateral 

_ meetings at ministerial level. 

From 1 July, an estimated 5% of 

- Singapore's exports to New Zealand 

will cease to be eligible for tariff 

| exemptions, following the Prime 

— Minister David Lange's government's 

- reappraisal of New Zealand's import 

Е regime. In the year ended June 1984. 


" 








- Singapore's exports to its southern 
— neighbour totalled NZ$226.5 million 
| (US$103 million), more than 75% of 
— which were petroleum products — 
_ which are outside the GSP scheme. 
l Brunei's sales to New Zealand totalled 

only NZ$10,015. The two countries. 

and nearly a dozen others, would cease 
| to be considered as developing coun- 
| tries under the new rules, because their 
respective per-capita gross national 
product figures exceeded 70% of that 
of New Zealand. 

Although only a small proportion of 
the country's overseas trade is af- 
~ fected, Singapore's Trade Develop- 
ment Board (TDB) has enlisted the 

help of Asean's Committee on Tourism 

and Trade (Cott) to draw up a 

memorandum to be delivered to the 

New Zealand Government this month. 

TDB sources say the note will ask New 

Zealand to reconsider its decision and 

to hold more consultations. The new 
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debt, the two-line development will | 








cause of Metallgese’ deciding te 
write off its US$19.7 million capital 
investment in Ok Tedi (REVIEW, 25 
Apr.). Other factors, including West 
German tax provisions, could have 
been in the minds of its auditors, they 
said. 


| О f the US$745 million in debt incur- 


red by early this year, nearly half 


| represents two syndicated loans: a 


US$200 million package organised by 
Bank of America and a US$150 million 
facility arranged by Citicorp. As faras 
the banks are concerned the changes to 
the venture's agreement can be made 
under the terms of the existing loan 
documents. Repayment of the OTML 
loans is guaranteed by the partners, 
who have made no approach to the 
banks to vary the terms. 


progress 


"Singapore threatens retaliation by Asean for New Zealand’s 
— trade-rule changes, but Wellington appears unmoved 


rules were to have taken effect from. 1 
March, but the effective date was post- 
poned by four months. (The formal 
notification of the change went out on 
24 December 1984.) 

With time running out, the Cott 
memorandum is likely to take the form 
of a sharply worded complaint. Local 
newspapers have quoted unidentified 
TDB sources, who claimed that there 
had been inadequate prior consulta- 
tion. The newspapers’ sources accused 
the New Zealand Government of in- 
flexibility over its refusal to view 
Singapore and Brunei in the wider 
context of Asean when drawing up its 
criteria for the eligibility of countries 
to benefit from import-tariff waivers. 

In a statement issued on 27 May, the 
TDB criticised the 70% per-capita 
GNP criterion as "rigid and unfair." 
But New Zealand. is unrepentant. 
While conceding that.little advance 
notice of the impending change had 
been given, Acting High Commissioner 
in Singapore George Horsburgh de- 
fended his country's policy at a hastily 
convened press conference that same 
day on the grounds that "Singapore is 
no longer significantly worse off than 
New Zealand." He added that the loss 
of trading preferences was “one of the 
prices that Singapore has to pay for its 
phenomenal economie success." 

Horsburgh also. argued that the 
changes to the GSP scheme should be 
viewed in the wider. context of New 
Zealand's import-liberalisation pro- 
gramme. Nevertheless, he said his gov- 

















-2 billion by the time the 
first copper line and tailings dam is 
completed, To go into the final stage 
would involve an additional US$400- 
500 million, according to Papua New 
Guinea officials. This would bring the 
second copper line on stream by 1991. 
Whether OTML builds a hydroelectric 
plant, costing perhaps US$150 million, 
or takes the cheaper but temporary ор- 
tion of diesel generators is left to the 
company. 

One senior official conceded that a 
lift of 10 US cents in the copper price to 
around 70 US cents a lb and another 
US$50 in the gold price (currently 
about US$315 an oz) would allay 
doubts. “It would be difficult to pass 
the test at current prices,” he said. 
What happens if Ok Tedi fails the test 
in 1987 is not discussed. The govern- 











ernment's view that eligibility for 
benefits under the GSP should be 
judged by "relative economic prosper- 
ity" and despite extensive discussions, 
"no alternative mechanism [to GNP 
per capita comparisons] has been 
found that will satisfy both parties.” 

New Zealand has also found it dif- 
ficult to accept Singapore's argument 
that Wellington should use an aggre- 
gate figure for the whole of Asean in- 
stead of Singapore alone since the re- 
public processes considerable quan- 
tities of Asean raw materials into man- 
ufactured goods for export. *We don't 
see Asean's GNP per capita as a way 
out of this problem," Horsburgh said, 
adding that according to the terms of 
the General Agreement on Tariffs and 
Trade, Asean was not considered an 
entity in itself. 

Foreign-trade officials in Singapore 
contacted by the REVIEW confirmed 
that Gatt does not recognise Asean asa 
negotiating bloc, though they-did point 
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тћепі would appear to have the options 

of letting the existing partners salvage 
what they can, or calling in other firms 
to take over the whole project. 

(Earlier this year, Chinese au- 
thorities expressed interest in Ok Tedi 
— both for possible investment and for 
copper supplies in addition to those it 
takes from Bougainville Copper. A 
team from the China International 
Trust and Investment Corp. visited the 
mine site last month as part of a gen- 
eral inspection of investment and 
irade opportunities in Papua New 
Guinea.) 

But even if the Ok Tedi mine runs 
into new trouble, Papua New Guinea 
— like Australia — is a lucky country 
inits mineral wealth. Three major gold 
discoveries hold out the possibility of 
other revenue contributions. 

At Porgera in the Enga highlands, an 
equal partnership of Canada's Placer 





consultation. 
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Development, the Mount Isa Mines 

oup and Renison Consolidated 
Goldfields has outlined an ore body of 
about 60 million tonnes bearing nearly 
4 gm of gold and 12 gm of silver a 
tonne. 

Apart from its remoteness, the 
major drawback is the high sulphide 
content of the ore: conventional roast- 
ing treatment in the cloudy highlands 
would create massive acid-rain pollu- 
tion. The solution could be an innova- 
tive pressure-leaching method de- 
veloped by the Amax Corp. 


T other two deposits are more ac- 
cessible, both geographically and 
technically. On Lihir Island, off the east 
coast of New Ireland, Kennecott Corp. 
(which discovered Ok  Tedi) and 
Niugini Mining have found about 70 
million tonnes of ore bearing an esti- 
mated 3.3 gm of gold a tonne. And, at 


assistant director of 
economic policy in the 
Ministry of Foreign Af- 
fairs on 15 February. 
Unfortunately, when 
New Zealand officials 
went away to do their 
sums again using this 
accounting method, the 
modified per capita 
GNP figure still ex- 
ceeded 70% of New Zea- 
land's. One achievement 
of this visit, however, 
was the postponement 
of the implementation 
of the new GSP regime 
to 1 July. 

Singapore is now 
focusing its attack on 
the “arbitrary” nature 
of New Zealand's use of 
trigger points to exclude 
entire countries from 
the GSP scheme, instead 
of looking at imports on 
a product-by-product 
basis. The US, for in- 
stance, has withdrawn 
some home electrical 
appliances from its list 
of imports eligible for 
tariff exemption. But 
the TDB statement 
makes it quite clear that 
Singapore is more wor- 
ried by the precedent 
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out that the United States considered 
Asean as an entity for the purposes of 
its Cumulative Rule of Origin. 
Another argument that the TDB 
used — in vain — is that New Zealand 
should discount the earnings of foreign 
companies so as to arrive at an "indi- 
genous" per capita GNP figure for 
Singapore. This tactic was tried during 
the visit to Wellington of the TDB's di- 
rector-general (and Cott chairman) 
Ridzwan Dzafir and Anthony Chng, 
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New Zealand has set in 
taking away its lesser-developed coun- 
try status than the loss of tariff exemp- 
tion on S$11 million (US$5 million) 
worth of exports. 

Other countries whose markets are 
more important to Singapore are 
known to be reviewing their GSP 
schemes. Australia is reported to be 
conducting a reappraisal of its GSP 
policy, though the topic has not yet 
come up for formal discussion with in- 
dividual Asean member countries. 








Misima Island, in the Louisiade Ar- 
chipelago, Placer Development and 
Conzinc Riotinto Australia have an- 
nounced a resource of 33 million ton- 
nes bearing about 1.5 gm of gold and 
19 gm of silver a tonne 

In addition, there has been < 
ery of light oil at Juha, on the southern 
edge of the highlands, by Gulf Oil 
Corp. Thesigns indicate a small field of 
about 60 million barrels 
difficult location with vast swa 
tracts to the south and jagged 
tains just north 

This, plus a relatively high rate of ofl 


l15CcOV- 


itin a 
mpland 


moun- 


so far 


shows over about 100 wells drilled 
since the 1920s, led to a relatively 
strong demand for exploration leases 


put out to tender by Port Moresby last 


| October. By the 31 March deadline, 14 


of the 24 areas had been taken up, with 
pledges to start activities within à 


year. п 





Currently Australia is looking at mare 
ket penetration by GSP beneficiaries 
on a product-by-product basis and it 
reviewed the eligibility of South Ko- 
rean steel exports this year 

Any change by Australia to country 
rather than product graduation could 
be very damaging to the richer memz 
bers of Asean. In the 1983-84 fiscal 
vear (ending 30 June), Asean exported 
A$1.22 billion (US$838.5 million) 10 
Australia, of which 25.1% enjoyed dez 
veloping-country tariff exemption. A 
further 11.5% paid tariffs 10-1539 
below normal rates. At current, ех 
change rates, Singapore would exteed 
70% of Australia's per-capita GDP 

The US is understood to have ase 
sured Singapore that it is unlikely to be 
taken off the US scheme until 1990. 
The reasoning behind this assurance 15 
that the US is believed to have set 8 
trigger point of US$8,500 per capita 
GNP for Singapore, a threshold the re- 


public is not expected to have reached 
until 1988 at the very earliest, follows 
ing which it will take two vears for the 


figures to be reported 

New Zealand has indicated that itis 
prepared to discuss the changes in its 
import policy with Asean after the 
ministerial conference in Kuala Lume 
pur in July. By then, however, the pre- 
cedent will have been set 

In the view of one diplomat, it is of 
"pressing national importance to 
Singapore to get the decision changed 
before then 

Singapore sur vived a similar threat- 
ened loss of developing country privi- 
leges in the mid-1970s when both the 


US Overseas Private Investment Corp 
and the International Monetary Fund 
pointed to its relatively high per capita 
GNP. However, the US Government 
agency still accords Singapore the 
benefits of a developing country, while 
the IMF sidestepped the issue by post- 
poning indefinitely any ruling on the 


country's economic status 
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Steeling fo 
















By Bruce Roscoe in Tokyo 
mid uncertainty over the stability 
of major overseas steel markets, 

and fears of rising imports from more 

competitive producers, Japan's steel- 
makers are investing huge sums to de- 
velop their production technology. 
The investment programmes are ac- 
companied by plans to cut staff sharp- 
ly and the implementation of stringent 
energy-conservation measures. All 
this, the steelmakers hope, will keep 
the cost of producing crude steel at in- 
ternationally competitive levels and 
also help companies diversify into pro- 
duction of less labour-intensive, more 
value-added new materials. 
_ Higher export prices and 
‘lower prices for imported 
coking coal and iron ore are 
"making the five major steel- 


“makers — Nippon Steel 
Corp, Kawasaki Steel 
Corp. Nippon Kokan, 


Sumitomo Metal Industries 
and Kobe Steel — more pro- 
| fitable. (Yamaichi Research 
— Institute forecasts an aver- 
age recurring profit of 11% 
for the five makers in the 
_ year to 31 March 1986.) The 
- steel mills, thus, are freer to 
channel funds into areas of 
_ non-traditional investment. 
Furthermore, they do not ex- 
‘pect to have to spend money 
to modernise big-budget 
items such as continuous- 
_ Casting equipment until the 
early 1990s. 
- One result of the move 
- away from steel which will 
not enhance Japan's inter- 





— in the mills’ raw-materials imports — 

| notably coking coal. Yet, Japan is 

_ tending to expand rather than slow its 

7 development of overseas coal resources 

which, as more foreign suppliers com- 

pete to supply a shrinking market, can 

—only depress prices further, to the 

mills’ advantage. 

— The need to diversify into new mat- 
erials has been heightened, particu- 
larly in the four years since 1980 dur- 

_ ing which steel imports (mainly from 

— South Korea, Brazil and Taiwan), rose 

_ from 1.17 million to 4.01 million ton- 

nes. These figures seem insignificant 
when compared to Japan's crude-steel 
production in the fiscal year ended 31 
March 1985, of around 106.2 million 
tonnes, but they represent a disturbing 
trend that analysts agree will continue. 
Japanese steel exports to the United 
States are restricted by quota, and 
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__ Japan's steel manufacturers are trimming staff and 
_ raising R&D input to enhance their competitiveness 
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though exports to China have skyroc- 
keted, there is no reliable forecast for 
growth in steel exports to that market. 
These factors magnify foreign threats 
to the home market, which still takes 
up as much as 65% of the five makers’ 
total steel production. 

Chief among the new materials 
being investigated are products de- 
rived from coal chemistry: namely coal 
tar, light oil and coke-oven gas. 
Through distillation, coal tar can be 
separated into 45% oil and 55% pitch. 
Steelmakers are using the pitch to pro- 
duce a range of fine carbon materials 


JAPANESE STEEL EXPORTS 


(million tonnes} ШЧ 


+9 


*Yamaichi Research Institute estimates 
Source: Japan Iron and Steel Exporters Association 





national standing will bea levelling off | for use in nuclear reactors, rocket noz- 


zles, electrodes and semiconductor 
machine tools. 


N ippon Steel, which distills 900,000 
tonnes of tar a year, will complete 
the world's first pilot plant for pitch 
carbon fibres, in July. It forecasts that 
Nippon Steel group companies' sales 
from chemical-related business will 
climb from ¥150 billion (US$597.6 
million) in 1983 to ¥400 billion by 
1995. Kawasaki Steel wants to lift its 
chemical products sales from the X40 
billion recorded in 1983 to ¥60 billion 
by 1988. The company is opening a car- 
bon-fibre pilot plant later this year, 
with initial production set at 12 tonnes 
a month. 

Nippon Kokan says it will complete 
a laboratory for research into high- 
grade carbon-fibre materials in Oc- 
tober. It is also building a tar-distilla- 


¥30 billio 










300 i 

e expected to reach 

n. Sumitomo Metal soon 

hopes to be producing 200,000 tonnes 

of coal tar a year from facilities com- 
pleted in January. 

Other prominent materials under 
development by the steelmakers are 
new ceramics, amorphous metals and 
titanium alloys. Nippon Steel began 
manufacturing pure titanium products 
only last year, and is producing 300 
tonnes in the first year, a volume it 
hopes to build to 500 tonnes next year. 
Nippon Kokan, which in January en- 
tered into a joint venture with Martin 
Marietta in the US for the manufacture 
of aluminium and titanium alloys, 
hopes to start domestic production of 
similar alloys in Japan. Sumitomo 
Metal expects titanium sales to ac- 
count for 30% of the ¥200 billion in 
new business sales seen by 1989. 

Crude steel will still remain the prin- 
cipal revenue source for most makers, 
even after the shift into new 
materials production is made, 
but all makers are reducing 
their dependence on steel 
— some drastically. For in- 
stance, in January, Nippon 
Kokan set up a new-materials 
division which is intended to 
generate yearly sales of ¥4 
billion by 1995. By then, it ex- 
pects new materials sales to 
account for 25% of total 
sales, against 25% for heavy 
industrial equipment and 
ships, and 50% for steel. 

Kobe Steel, under a five- 
year programme begun this 
year, reckons that by 1990, 
20% of sales totalling ¥1.65 
trillion will come from new 
materials operations. Simi- 
larly, Kawasaki Steel is aim- 
ing at a ratio of 10% of sales 
for new business operations 
by 1995. Nippon Steel already 
has pushed its new materials 
share of sales up to 37% and 
is now striving to achieve a level of 
40%. Sumitomo Metal has not released 
a sales share estimate, but the com- 
pany is confident that group sales in 
electronics materials, titanium, carbon 
fibre and other coal chemistry—derived 
products will approach ¥500 billion 
by 1993, compared with Sumitomo 
Metal sales of ¥200 billion. 

Assuming the majors’ plans proceed 
on schedule, payrolls across the board 
stand to be pared. Nippon Steel in- 
tends to dismiss or reshuffle — but 
probably dismiss — about 7,700 em- 
ployees to bring its workforce down to 
60,000 by 1989. Kawasaki Steel seeks a 
reduction of about 2,000 to 26,000 by 
31 March 1986. Sumitomo Metal is 
cutting its 28,500-strong workforce by 
4,500 by early next year. And Kobe 
Steel plans to dispense with about 
3,100 workers by 1989, bringing the 
total down to around 27,000. п 
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The 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo 


But that’s just one of the problems facing the 
Panda 


Io ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
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In fact О very convincing 94% 
of Our readers are in upper or 
middle management positions, 
or the professions. 

The average Review reader 
makes almost USS53,000 a year, 
Nearly 62% of them own stocks 
or bonds, over 86% run savings 
accounts, and 73% own real 
estate 

And incredibly, the total 
investment of the average 
Review household adds up to 
just short of US$300,000 

The people who read the 
Review represent Asia's most 
affluent market. Which is why 
you'll find well over a hundred of 
the world's leading financial 
Institutions doing big business 
from Our pages. 

If you're in finance, open an 
account with 

——T | The Review 
FarEasternEconomic Because when 


^ 


z 
e£ 


"obi em 






we talk, money 
listens. 


Tha {7 


Ln 





zm ic еу 


All Sgures are from The Far Eastern Economic Review Subscribers Study 
For further information on advertisers. see our Advertisement Composite 





SUCCESSFUL LARGE-SCALE FINANCING 
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bank to Japan’s major industries, IBJ comes 
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Our knowledge of international markets, 
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a fine professional edge. 

Today, IBJ innovates corporate, project, 
and other financing solutions in yen and key 
international currencies globewide. 
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international money matters, 

IBJ is the $84 billion force that 
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The helicopter you've been waiting for is about to 
land — the new Bell 400 TwinRanger! 

0 — Tr willarrive ina class by itself — because it sets so 
many new standards in the corporate class. 

-— — Comfort: You could call the seven-place 400 an 
in-flight boardroom because it’s such an outstanding 
place to meet. Club seating lets everyone sce eye to eye, 

~~ while carrying on the business at hand in a quiet, serene 
cabin. 

.— — Smoothness: Sure, four rotor blades mean a 
smooth ride. But Bell’s soft in-plane fiberglass rotor also 
increases stability. That, too, makes for a smoother — 

——and quieter = пае. * | | 

Controllability: That advanced-technology rotor 

____will also mean a lot to pilots because it enhances agility. 
While reducing gust sensitivity. And giving extraordi- 
nary security to everyday traveling. 

H Reliability:Only one thing is as assuring as twin- 
engine dependability — Allison reliability. These tur- 
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e corporate helicopter 
is about to arrive. 
` Thenew Bell 400 TwinRanger. 7 


bines are the latest in the Allison C20 series — proven 


by millions of flight hours. | 

Advanced technology: Its'seen throughour the Bett 
400 TwinRanger from the highly efficient (and safer) | 
o | tail rotor, to a newly designed instrument | _ 
pancl. 


` Backed by the world’s best service and support. 


When service is needed, 159 authorized Customet 
Service facilities stand ready to get you back in the 
air, fast. 

Irs the world’s most extensive service/support 
network. And its just more assurance thar a Bell 4007 
TwinRanger will deliver reliability from the word go. 


For more information, call or write Bob Frazier, 
Manager, Model 400 Marketing, Bell Helicopter 
Textron-Inc.,-Dept.734.. Box 482, Ft -Wortb; Ioas —— 
76101, USA, (817) 280-3601. Telex: 75-8229, Cable: 
Bell Craft. 
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TRADE 


Slow boat to China 


A congressional study blames export restrictions for 
US firms’ failure to win more of the Chinese market 


By Robert Manning in Washington 


Ithough United States—China two- 

way trade reached US$6.1 billion 
in 1984 and continues to grow at a 
rapid pace, a new congressional study 
says that the US is realising only a 
fraction of the potential China trade, 
primarily because of trade policies. 

The report, issued by the House of 
Representatives special subcommittee 
on US-China trade, identifies energy, 
high-technology and telecommunica- 
tions as critical to China's economic 
development — as well as to trade op- 
portunities for the US. The study says 
that despite the liberalised export- 
licensing policy adopted in September 
1983, administrative difficulties, and 
in particular the licence-processing 
backlog in the Coordinating Commit- 
tee (CoCom) of Nato — which must ap- 
prove hi-tech exports to China — have 
impeded US exports. 

In the energy sector, the study says, 
"technology-transfer guidelines have 
presented important barriers for US 
firms seeking to provide energy explo- 
ration and development services." US 
firms have already invested about 
US$500 million in oil exploration in 
the South China Sea. The only US po- 
licy problem mentioned by the study in 
regard to oil and gas is insufficient po- 
litical-risk insurance from the US 
Overseas Private Investment Corp. 
(Opic). Opic coverage for all oil pro- 
jects in China is limited to US$250 mil- 
lion, a fraction of the expected total in- 
vestment. Some firms exploring for oil 
in the Tonkin Gulf, in areas claimed by 
both China and Vietnam, say their op- 
erations are limited by political risk. 
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Nuclear power is the main energy 


area where US restrictions impede | 


trade with China. The most optimistic 
estimate of the potential market is 


US$20 billion — if the Chinese com- | 


plete their planned 10 nuclear-power 
plants, relying largely on imports. But 
the study concedes the total may reach 


no more than US$4 billion. The study | 


cites some estimates that only two or 
three plants may be purchased by Pe- 
king. 

Whatever the potential, the failure of 
the administration of President Ronald 
Reagan to gain approval from congress 
for the bilateral nuclear-cooperation 
accord, initialled during Reagan’s trip 
to China in May 1984, may prohibit US 











firms from bidding on any contracts. | 


Ambiguity in the language of the 
agreement and failure to reach an 


understanding with China on the im- | 


plementation of the accord have led to 
US administration fears that congres- 
sional concern over nuclear prolifera- 
tion would lead to its rejection. State 
Department sources told the REVIEW 
that there is no indication that Reagan 
will present the still-unseen accord to 
congress in the near future. 


he depressed US nuclear industry 
fears it will lose business to Euro- 
pean firms. But a US official told the 
REVIEW that China is unlikely to build 
the eight plants envisioned by the 
1990s, due to difficulty in financing 
them. The foreign content of all but the 
first one or two plants likely will be low. 
Even if the nuclear accord is ulti- 
mately approved, the nuclear industry, 
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serious obstacle, according to t 4 
study. One is the failure of the US Ex- 
port-Import Bank (Exim) to compete 
with Japan and other nations in terms 












Financing problems are said to be 
limiting the US share of the Chinese 


to 296. 


China plans to import two direct- 
broadcast satellites, and both Ford 
Aerospace and Hughes Aerospace have 
received preliminary licence approval — 
to bid on such equipment. But по - 
Exim requests for financing tele- — 
communications sales to China _ 
are pending f 

In the area of machine equip- _ 
ment, scientific and electronic _ 
instruments, and computers, 
where US exports are booming, _ 
CoCom has been a major prob- _ 
lem. More than 800 requests for 
exports to China were pending as. — 
of March, and US officials said 
an average of more than 400 li- 
cence approvals a month are sub- — 
mitted to CoCom, but only about _ 
200-250 a month are approved. 
This huge logjam has frustrated 
Peking as well as US business- 
men, with delays of a year or more. 

But a US Commerce Department of- 
ficial said that, as a result of several 
high-level meetings of CoCom (most — 
recently at the end of May) “а new cons — 
sensus in CoCom that this is a serious ^ 
problem and must be dealt with has 
emerged." Well-placed sources say 
CoCom will soon adopt new proce- 
dures, allowing individual exporting 
countries to use national discretion on 
a broad range of technology exports. 
This will mean such exports are only 
reported to CoCom, without having to ( 
gain committee approval n 

IBM recently received a bulk-export — 
licence for all personal computers, and 
has concluded a deal with China to 7 
supply 100,000 PC top-of-the-line - 
"XT" computers, a deal totalling some 
US$800 million — including peripher- 
als and support services. US hi-tech 
sales to China doubled last year, and 
US Commerce Secretary Malcolm Bal- 
drige said that in the first four months | 
of 1985, licences for technology trans- - 
fers to China were approved at a US$3 
billion annual rate 

One reason US-China trade is boom- 
ing is aircraft sales. McDonnell Doug- ~ 
las Corp. recently concluded’ a deal _ 
worth more than US$1 billion to co- 
produce 25 MD82 civilian airliners. 
Boeing Co. is to sell eight 747, 767 and 
737 airliners worth about US$350 mil- 
lion to China 

Despite the problems detailed in the 
study, and continuing disputes over 
US restrictions on Chinese textiles and 
Chinese abrogation of a wheat agree- 
ment, US-China two-way trade grew 
by 20% in the first quarter to US$1.7 
billion. US officials expect the 1985 
total to exceed US$7 billion. п 
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Ву Michael Westlake in Peking 
espite China's 23 May announce- 
( ment of a US$350 million package 
— of eight new Boeing airliners and other 
_ large orders signed or expected, there 
- are signs that the brakes are being 
` applied to force a steadier rate of ex- 
_ pansion upon what is inevitably going 
_ to be the largest and fastest upgrading 
of a national civil-aviation industry 
. yet attempted. 
—.. One obvious sign is that the 23 May 
announcement was considerably 
- scaled down. The original purchase 
| was to have included five 747s, five 
` 737-200s, five 737-3005 and six 767- 
_ 200ER (extended range) aircraft for 
_ about US$1.2 billion. About a week 
| before the announcement there were 
rumours in Hongkong that the price 
. tag was too high for a single package. 
_ Even on the morning of 23 May there 
was talk that the package had been 
Bacaled down to 13 aircraft. In the event, 
the deal was for eight aircraft compris- 
` ing опе 747-200M Combi (mixed pas- 
Senger and cargo), two 7675 and five 
_ 737-200s. It is believed that the re- 
mainder of the original package will be 
announced as a series of smaller 
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| Hu: practical approach. 
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- Internal politics and financial constraints are forcing 
China to slow down its aviation-industry modernisation 
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batches over the coming months, 
though no official comment could be 
obtained. 

Another sign of a slowdown is the 
way in which the projected breakup of 
China's combined national airline and 
civil-aviation regulatory body, the 
Civil Aviation Administration of 
China (CAAC), is now described more 
as an administrative restructuring 
than as an attempt to foster Western- 
style competition between airlines on 
the same routes. 

A few hours before the announce- 
ment of the Boeing deal, CAAC direc- 
tor-general Hu Yizhou told a group of 
foreign journalists of the need for an 
entire new system of running China's 
civil-aviation industry. "With the vig- 
orous development of China's economy, 
the system cannot cope with the speed 
of expansion," he;said. 

Emphasising his support for the cen- 
tral government's decision to separate 
regulatory and day-to-day airline 
management functions, Hu said: "This 
[reform plan] is the only way to speed 
up civil aviation development in China 
and catch up with the rest of the 


121983, and that 








in 
first quarter of 1985 
had seen a 60% jump over the same 
period in 1984. 

Demand is still increasing, and the 
present network, despite additions to 
capacity, routes and higher rates of 
aircraft utilisation, still cannot meet it. 
(An order for a US$9 million Sperry 
computerised reservations system 
with up to 1,000 terminals should ease 
some of the sales staff's present work- 
load.) 

Hu gave the strong impression that 
he is seeking to achieve a tightly regu- 
lated industry similar to that which 
operated in the US before the deregu- 
lation of air fares and routes under 
the administration of then president 
Jimmy Carter. Hu said the government 
will control fares, though CAAC will 
have some authority over them, leav- 
ing the airlines to compete on stand- 
ards of service but not price on routes 
where more than one airline will ope- 
rate. 


M ore significantly, Hu's explanation 
of how the breakup of CAAC 
would be handled suggested it would 
be somewhat less than the radical re- 
structuring that earlier reports had 
outlined. He said: "The fleet is already 
allocated to regions, so when separate 
airlines are set up the fleets will al- 
ready be in place." As for the projected 
airlines' possible access to interna- 
tional routes, Hu said: "Decisions on 


HU'S IN CHARGE HERE 


u Yizhao, appointed the Civil 

Aviation Administration of 
China’s (CAAC) director-general in 
March, is a man in a hurry. With his 
age given officially as 57, he has three 
years to entrench new styles of think- 
ing and set up and maintain control 
of an enormous amount of infrastruc- 
ture, while breaking up a vast bureau- 
cracy before his official retirement 
age. That is, unless his superiors on 
the State Council decide to extend his 
tenure until 65 — something they did 
not do for his predecessor and former 
boss, Shen Tu. 

Hu's style is very different from 
that of Shen, who is described by var- 
ious observers as being somewhat im- 
perial in attitude. Shen, while trying 
to achieve broadly the same goals as 
have now been set for Hu, tried to 
work within the system, while Hu, 
known as a practical “nuts-and- 
bolts" aircraft engineer and man- 


ager, as well as a good negotiator, 

wants the system changed. Hu is also 

known as a workaholic who becomes 

impatient with people who have 

obviously not done their homework 

ne entering discussions with 
im. 





e of four sons of a wealthy 
Shanghai family, Hu received his 
technical education in China. and 
worked in Hongkong for China Na- 
tional Aviation Corp. as an aircraft 
engineer from 1947-19. He learned 
fluent English during this time, and 
though he refuses to use it in public, 
this is seen by some as a device — 
while questions to him are being 
translated, he uses the time to pre- 
pare his answers thoroughly. Occa- 
sionally he corrects his interpreter in 
English when his answers are being 
translated. 

In 1949, when aircraft flown to 
Hongkong by nationalist pilots to es- 
cape the communist advance were 
parked at Kaitak Airport, Hu was one 
of the group which climbed aboard 
and hijacked them back to China. 
Between 1949 and 1982 his career is a 
mystery, though it is reported that he 
was sent to a farm to work during the 
Cultural Revolution. In 1982 he sur- 
faced to Western observers as 
CAAC's vice-director of administra- 
tion, and in March that year he was 
appointed deputy director-general 
responsible for maintenance, plan- 
ning a | exteindl. contracts, 1t par 
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CAAC Boeing 747: expansion by instalment. 








international routes rest with the gov- 
ernment. Most countries have only one 
or two airlines on international routes, 
and new airlines would have to get 
government approval to operate them. 
Only then would the government seek 
to negotiate new rights. Therefore I do 
not see this happening in the foresee- 
able future.” 

Hu made it clear that he wants 
CAAC in its regulatory role to keep a 
very close watch on any new airlines 
created within China, and gave the im- 
pression that the last thing he wanted 
was small, independent airlines spring- 
ing up around the country — unless 
CAAC was to have some control over 
them. 

Hu said finance for local airlines 
would come from both central and 
local governments, and that staff could 
be trained at locally established 
schools. Asked about the possibility of 
Western-style public shareholdings in 
the new companies, he said: “Share- 


been reported that at some stage be- 
fore 1982 he was director of engineer- 
ing and maintenance for CAAC's Pe- 
king regional fleet. 

Hu has a wry sense of humour: with 
a grin he told a group of foreign cor- 
respondents in Peking that because 
CAAC's sales-office staff were so 
busy nowadays, "they have no time to 
smile or be polite." 


A. a practical man, it must have 
irked him to have to bow to poli- 
tics in rejecting one offered solution 
to CAAC's shortage of pilots experi- 
enced on modern airliners. The 
number of Mandarin-speaking pilots 
outside China is obviously limited, 
but when a group of United States— 
based retired airline pilots from 
Taiwan offered their services on a 
short-term contract basis — much as 
various Asian airlines employ expat- 
riate aircrew — it was deemed impos- 
sible. One reason was that it would 
open up a can of worms with regard 
to possible infiltration of Taiwan es- 
pionage agents, and the other was the 
propaganda bonanza it would offer 
Taipei. 

Apart from the bureaucratic prob- 
lems surrounding him, over which he 
has at present little leverage — unlike 











holders in the new airlines will be very 
few. Our people's income tends to be 
very low compared with the West 
Shareholders will be large enterprises 
within China." 

Speaking at a press conference later, 
Hu seemed to underline his wish for 


| CAAC toretain control of an organised 


style of aviation development when he 
said that some new airlines would be 
established in cooperation with CAAC 
and some independently. Shanghai's 
city authorities had been given the go- 
ahead for their own company, for in- 
stance. But he emphasised that such 


| airlines would still have to comply 


with government regulations, and said 
he wanted to see the new airlines 
operating in about two years — a con- 
siderable delay compared with various 
Chinese leaders' expressed wishes to 
see new airlines running some time this 
year 

Much of Hu's message seemed aimed 
at people and organisations above him 


his Western equivalents, Hu cannot 
simply install his own men in key po- 
sitions because such appointments 
are made by the State Council or the 
Communist Party — Hu is also facing 
impatience from some elements of 
CAAC's aircrew. These staff are 
aware of what their Western counter- 
parts earn, and want to earn more 
than their present Rmb 300 (US$108) 
a month (already Rmb 100 more than 
many of their management col- 
leagues). Reliable sources say these 
crew are asking for Rmb 1,000 a 
month, and some have taken a form of 
industrial action to add weight to 
their request by purposely finding 
faults with aircraft at overseas desti- 
nations, thus causing delays. 

Hu is having to persuade these peo- 
ple (among others) that waiting will 
be worth their while — and while he 
is very much aware of the problems 
besetting CAAC and of the need for 
change, his main task is to make his 
superiors equally aware of them. He 
also has to persuade them that the re- 
forms they have deemed necessary 
involve such radical changes that 
they will only be possible with great- 
er allocations of money and a change 
in priorities at the top. ; 

— MICHAEL WESTLAKE 
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particularly the State ) to 
which CAAC is responsible, | thé 
State Council's advisory bot the 
China Aviation Dev 
as well as the China Aviati 
Co. (which handle 
ment purchasing), the China Aviation 
Development Corp. ( 
seems to be advisory, and on which sits 
Shen Tu, Hu's predecessor) and the 


'elopment ( nci 
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Aviation Ministry, which is respon 
sible for selecting and imp ent- 
ing aircraft-building and 
Jects 
his multi-tiered bureaucra has 
had а hand in virtually every de 


sion made about the directior AC 
should take. It is, therefor 
which put Shen Tuina 
ipon him a speed of 
development which in the} 
veloped its own, almost runaway расе 

and then decided that he should 
tire and be replaced by Hu. It is under 
standable, therefore, that Hu king 
steps to protect 
system by pointing o 
change in that system, or at least 
ments of it 

One strong element of the | 
ratic problem faced by САА! 
mixture of aircraft types forced nit 
for political reasons i blem 
shared with other state 
lines. Any sane airline manager 
want to operate as few types of a 
as possible for a variety of reas 
economy of scale in purchasing, reduc- 
ing spare-parts holdings and simpli 
ity in training staff are the most obvi 
ous. But the desire not to rely on either 
a single company or a single country 
new aircraft, coupled with 
purchases of various types as p« 
sops or as components of large! 
packages, has led to a fleet n 
which is a logistical nightmari 

Added to this is the anir 
tween CAAC and the Aviatiori Mini 
try, generated by their different 
priorities. The ministry is nat 
anxious to take on аігст 
projects involving technol 
thus expanding China's pool 
edge of aviation-related techn 
implying slow, cautious progr 
the learning curve. CAAC's neei 
aircraft now, to cope with a ma 
crease in demand caused, not only by 
influxes of foreign tourists, but also à 
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distant parts of the country. 
The ministry's problem has been to 
find projects with which its workforce 
can cope, with slow levels of produc- 
tion and relatively small skilled work- 
forces imposing severe constraints. 
Two domestic manufacturing projects 
have found favour so far as CAAC is 
concerned — the high-wing, short- 
range, twin-engined Yun 7 (a Chinese 
version of the Soviet Antonov An 24) 
already in service in relatively small 
numbers, and the four-engined Yun 8 
(a version of the An 12, roughly equiva- 
lent to the Lockheed C130 Hercules) 
now in the final stages of test-flying. 
One semi-domestic project has also 
won CAAC's approval — the assembly 


Shanghai from | OF p assem 

bled aircraft supplied by the US manu- 
facturer. The agreement for this, 
signed in April after six years of dis- 
cussions, covers 25 kits with an option 
of a further 15. 


riginally, while Shen Tu headed 
CAAC, the airline had favoured 
Boeing over any other foreign manu- 
facturer (largely because of the high 
level of support Boeing has given its 
aircraft in China) and was suspicious 
of the MD82 because it was favoured 
by the ministry. But CAAC was per- 
suaded to buy two MD80-series air- 
craft in late 1983, and reportedly was 
sufficiently impressed to change its 
mind. Reliable sources indicate CAAC 





























ar s Shanghai regional fleet. 

This enormous rate of expansion 
and a large increase in aircraft utilisa- 
tion, is giving Hu and others worrie: 
about human resources. Reliabk 
sources say hours operated each da: 
have at least doubled for some types o: 
aircraft — the 737s, for instance are 
averaging 8-9 hours' flying a day, anc 
the MD80s up to 10 hours a day, which 
for short-to-medium range aircraft isa 
high rate of use. Aircrews are now fly- 
ing around 120 hours a month com- 
pared with around 70-80 for their 
Western equivalents — and in addition 
to long, tiring days of flying they have 
to commute to and from home by bicy- 
cle in many cases, adding to their 
fatigue. 
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I think... 


Chinese cities may have to resort to raising money on their 
own to improve a hopelessly inadequate rail system 


By Robert Deifs in Hongkong 


Tr difficulties of obtaining train 
tickets and hopelessly over- 
crowded conditions aboard trains has 
made what was once the most pleasant 
means of going about China into an 
ordeal for most travellers. An explo- 
sive increase in demand has swamped 
the modest expansion of carriage ca- 
pacity. The over-extended railway sys- 
tem registered 194.3 billion passenger 
km last year, 15.2% more than in 1983. 

Rail freight, accounting for half of 
total freight volume last year, logged 
724.7 billion ton-km, a near-incredible 
figure. By comparison, India’s well- 
utilised 61,230-km rail network hand- 
led 164.3 billion tonne-km in 1982-83. 
China's 52,000 km of railway carried 
more than five times as much freight 
for each km of track. What makes this 
more amazing is that only 9,000 km of 
the network are double-tracked, and 
shared use of tracks by passenger and 
freight trains requires frequent diver- 


, Sions of the slower freights to sidings. 


Passenger loading has nearly dou- 
bled since 1978. Average overloading 
factor is 30-50%, according to a report 
by Li Chunsheng in the journal Beijing 
Yanjiu (Peking Studies). 

Some 10% of the 1.12 billion passen- 
gers on China's railways in 1984 
travelled a distance of 800 km or more, 
according to Li, and short-distance 
trips from city centres to suburbs ac- 
counted for 18.1% of all passengers. Li 
argues that a large portion of these two 
categories of passengers can be shifted 
to air and road transport. 

But travel on China's highly sub- 
sidised гаі! system is cheap — aver- 
aging only Rmb 0.0108 (less than a US 
cent) a passenger km. The average cost 
of air travel is almost six times as high. 
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Few travellers can justify paying that 
much more for the additional speed 
and convenience of air travel. In addi- 
tion to expanding air-travel capacity, 
Li argues, it will be necessary to adjust 
relative ticket charges for rail and air. 


S ince 1980, the number of short-haul 
passengers on inter-urban trains 
run by the Guangzhou (Canton) Rail- 
way Bureau has dropped by more than 
40% while total passenger volume in- 
creased by 19.2%. Li attributes this to 
the reduction of bus fares in the region. 

Nationally, however, short-distance 
rail travel has expanded to the point 
where it accounts for 18.1% of.all rail 
travellers while bus travel is relatively 
undeveloped. One reason, according to 
Li, is that in most of the country bus 
fares average 250% of the correspond- 


ing railway hard-seat fares. He pro- 
poses increasing short-haul rail fares by 
80-200% while cutting bus fares by 
20% or more. On heavily travelled 
short-haul sections of trunk rail lines, 
4,000 additional buses should be added 
to the present 500 buses which supple- 
ment railway short-haul service. 

Similar use of economic disincen- 
tives has already begun to divert short- 
haul freight to lorries in most of the 
system. 

Li argues that allowing different 
units to run competing bus and air ser- 
vices will result in expanded capacity 
and better service at lower costs. 
Overall state investment in transpor- 
tation and telecommunications is 
being increased by 6% this year, but 
these funds are largely devoted to large 
key projects — new railways, port 
facilities and highways. 

Rail transport is a high priority, and 
China's Ministry of Railways has am- 
bitious plans for increasing capacity 
over the next five years through up- 
grading or building 5,000 km of track 
and expanding rolling stock. (China 
built 652 locomotives last year, 17,900 
freight wagons and 1,180 passenger 
cars, and has recently purchased an 
additional 201 diesel locomotives from 
General Electric Co. of the United 
States for delivery in 1985-86.) 

But this contemplated expansion 
would scarcely be enough to dent the 
existing excess demand. Demand for 
rail passenger capacity alone is ex- 
pected to expand by an additional 69% 
by 1990 and 165% by the year 2000. 

The projected levels of state invest- 
ment in transport will be insufficient 
to satisfy this growing demand, Li 
says. He calls for new transport-deve- 
lopment companies to be organised in 
central cities and cities that have been 
opened to foreign investment. These 
companies would raise their own capi- 
tal from domestic and foreign sources 
to build new suburban railways and 
highway transport facilities to be run 
independently of the national railway 
network. п 
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_ overseas is falling — the pool of expr 
ence available is drying up, and though | 

additional crews are being trained, the p 

process takes time. Typically, accord- basis of two economic areas affecting | 

ing to one source, a CAAC pilotswitch- | CAAC. One is in 'adio-navigation sys- | 

ing from an older aircraft typetoanew | tems, which are being installed over | 

one willtake thr to complete | much of the fleet and which reduce the | China under a two-tier price 
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t is ironic that electronics forms the 
hes a. pay 80:85 US cen 
US gallon. 

CAAC, however, pays for its 






















Western sources maintain and to staff. The other is in- | fuel allocation approved bs 
СААС els flight. management systems, which | ernment, and a higher price 
‘help a crew to save fuel by selecting the | cation is exceeded. No pr | 
most efficient route, engine power and | were available, but the average o 
altitude. | two prices was said to be abou 

Some CAAC staff have expressed | same level or slightly higher 
worries about the airline's expansion | flown. The allocations need to | 
«because of limited availability of fuel. | dated if CAAC is notte be pe 
CAAC charges each foreign airline for | its success. 


















in Western-built aircraft. 
or this reason СААС is considering 
»posals to establish a full aircrew- 

ing centre in China along Western 


















































Friendly and efficient 
service in a dynamic 
economy is the 
winning combination 
that assured our 
growth into a city 
bank of Japan. 
And now we're 
developing into 
an international 
. financial complex. 
| ^ Perhaps more than 


any other Japanese bank, 
Saitama offers its 
customers the full 
benefits of its vigor 
and vision. The vigor 
that has made it one 
of Japan's fastest 
growing major 
banks. And the 
vision of a bank 
that never forgets 
people are people. 
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| 90 Charles Smith in Tokyo 


assive investment in United States 
Government securities combined 
with a revival of long-term overseas 
bank lending contributed to a sharp 
jump in Japan's international net 
_ worth in 1984. The jump was so sharp 
that the Japanese had emerged by 
the end of the year as the second 
` “wealthiest” industrial nation, in 
- terms of their overseas assets, ahead 
ofthe US and West Germany — though 
still, surprisingly, behind oil-rich 
- Britain. 
- A further jump in overseas lending 
а а investment in 1985 is expected to 
make Japan easily the largest net asset 
holder among industrial nations by the 
end of this year. Oil exporters such as 
Saudi Arabia and Kuwait probably 
- have even larger overseas assets, but 
outsiders can only guess at the extent 
- of their wealth since neither country 
publishes official figures. 
Japan's offshore net assets at the end 
of 1984 were US$74.3 billion, almost 
- double that of the previous year's 
US$37.3 billion — which was itself 
50% up on that of 1982. The increase in 
- the net-asset balance reflects a US$31 
billion jump in Japan's holdings of 
‘overseas securities, as well as a 
ES" 3 billion rise in the outstanding 
ance of long-term overseas bank 
7 mee On the debit side of the ac- 
count, the balance of short-term bor- 
























an has emerged as a major overseas investor, second 
пу to Britain, while the US may soon turn debtor 


Good quality, well maintained 


SECOND HAND 
SCANDINAVIAN TRUCKS 


available for sale in the 
PEOPLE’S REPUBLIC OF CHINA 


Experienced organisations both in trading 
with the P.R. of China and in 
the truck business are requested to write to: 


INTERNORDIC S.A., 
COMMERCIAL VEHICLES DIV. 


rue de Lausanne 94, CH-1202 GENEVA tel: 316140/tix: 27381 


rowing by Japanese banks rose by 
US$23 billion — three times the rise 
recorded in 1983. But this is not espe- 
cially surprising, according to Minis- 
try of Finance (MoF) officials. 

Japanese banks normally fund a 
portion of their overseas long-term 
lending with short-term bor- 
rowing on the Eurodollar mar- 
ket, in effect acting as inter- 
mediaries between the short- 
and long-term sections of the 
market. In 1982 and 1983, when 
international debt problems 
were at. a peak, Japanese banks 
were far less in evidence as 
short-term borrowers of Euro- 
dollars. Last year's relatively 
stable conditions saw their ac- 
tivities recovering to the levels 
of 1981-82. 

The MoF figures provide no 
breakdown by destination of 
overseas securities investments, but 
the bulk of the US$31 billion worth of 
new investments made in 1984 is be- 
lieved to have been in US Government 
bonds. The huge stake Japan now has 
in the US bond market involves a con- 
siderable exchange risk, but analysts 
calculate that the dollar would have to 
fall to below the ¥200 level to wipe out 
profits earned by Japanese institutions 
which put their funds into US treasury 
bills in the first half of 1984. 

















source, 
bought US bonds in January 1984 
would have earned a 25.48% return in 
March 1985 if he had sold and con- 
verted the proceeds back into yen. An 
investment in Japanese Government 
bonds of similar quality would have 
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Se 


Gross assets ding 


Long-term bank lending 
Portfolio investment 
Direct investment 


Gross liabilities including 


Portfolio investment 
Short-term bank loans 


Note: Figures refer to the end of each calendar vear. Some 
totals do not add up due to rounding 
Source: Ministry of Finance 





According to one securities company 
a Japanese investor who 






A LOAN IS A 
LOAN IS A LOAN 


t is not so much a case of the law 

making an ass of itself, as opening 
the way for mulishness on the part of 
others. That is probably the best ver- 
dict on the complex case of Banque 
Nationale de Paris (BNP) Hongkong 
branch versus the Commissioner of 
Inland Revenue, heard in the local 
Court of Appeal on 28 April. 

The case, which had already been 
before the Inland Revenue's Board of 
Review and the High Court in Hong- 
kong, concerned the profits which 
BNP's Hongkong branch made in the 
tax years 1977-78 and 1978-79. In- 
stead of remitting them to Paris, the 
Hongkong branch retained them for 
use in its local business — which was 
all well and good until the branch in- 
cluded in its tax returns a claim for 
"interest" expenses on this money, 
arguing that it had in effect been 
loaned by head office to the Hong- 
kong branch. The Inland Revenue's 
Review Board and the High Court 
both said no way, even though in- 
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ablishment of overseas manufactur- 
ng (sales, or commercial) ventures by 
Japanese companies. The cumulative 
` Value of this type of investment stood 
at US$37.9 billion by the end of 1984 
but the rise during the year was only 
US$5.7 billion. In terms of the ac- 
tivities of individual corporations, this 
would seem to mean that many Japan- 
ese companies spent far more money 
acquiring US securities than they did 
in enhancing their overseas business 
presence during 1984. 

„МОЁ officials estimate British net 
assets at the end of 1984 at around 
US$80 billion (little changed from the 
previous year) and those of West Ger- 
many at US$30-40 billion. The world's 
largest net-asset holder until the end of 
1983, the US may not actually. have 
become a debtor by the end of last year 
but it had certainly sunk to fourth po- 
sition among industrial nations as an 
asset holder, the MoF says, following 
heavy liquidation by US investors of 
their non-dollar assets and the 
equally heavy foreign investment in 
the US. 

The МОЕ thinks that the US is cer- 
tain to be a net debtor by the end of 1985 
and expects it to remain in this posi- 
tion for several years. A negative over- 
seas-asset position naturally does not 
mean that the US has become a "poor" 
nation. On the basis of its combined 
overseas and domestic assets, the US is 
still incomparably richer than any 






other industrial country. n 
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epre ntations have also been mad 


-. France. Or it could have pissed a 
"subsidiary between Hongkong. and 
Paris. But that is not the point. 


— What is the point, say the account- | 


is the need to deem Hongkong: 
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Thei incestu 


By Anthony Howley in Hongkong 


ransactions among different offices 
of the same bank have become a 


very large part of total international | 


bank activity, so large, in fact, for 
United States banks that if sueh trans- 
actions are excluded, the US banks' 
total international assets fall slightly 
below the level of those for Japanese 
banks. For US banks, such intra-bank 
transactions have become considera- 
bly larger than interbank dealings, 
though the reverse applies to Japanese 
banks. 

Arecent report from the Basle-based 
Bank for International Settlements 
(BIS) highlights this incestuous aspect 
of international banking. It also illus- 
trates how vulnerable Japanese banks 
still are to the interbank market: 

The overall picture which emerges is 
of US banks as very large net creditors 
of other banks and customers, relying 
heavily on their huge international 
network of offices to balance their 
books through borrowing and lending 
in-house as well as by issuing certifi- 
cates of. deposit (CDs) outside and bor- 
rowing from official institutions. 

Japanese banks on the other hand 
are large net debtors towards other 
banks. and rely heavily on CD issues 
and borrowings from other interna- 
tional sources to finance their large 
international creditor position to- 


5 nternationat banking, especially 
US banks, is highlighted by an official report 














































wards final (non-bank) custome) 

Another significant factor high 
lighted is that Japanese banks are con 
tinuing to expand their international 
lending quite rapidly — the dollar 
value of their international assets 









billion or 2. 5%. US bens pal 
tion in the international interbar 
market (both as borrower and lend 
declined too in 1984 while that af Ла 
panese banks expanded. 

At the end of 1984 the total int 
tional assets — loans and other ela 
— of banks from 14 leading ing 
trialised nations amounted to US$2 
trillion. But only US$643 billion: « 
3296 of this was lending to non-bàn 
customers. Interbank loans made u 
US$869 billion or 43% of the 
while lending by individual banks 
their own offices around the world 
constituted US$483 billion or 24° 

For US banks, the intra-bank co 
ponent was very large — just um 
40% of their total international asse 
of US$615 billion — while the inte 
bank share was 31% and loans to o 
side, non-bank institutions represent 
ed only 29%. By contrast, Japanes 
banks' claims on related offices repr: 
sented only 26% of their total interna: 
tional assets of US$514 billion whil 












interbank lending comprised 43% and 
loans to non-banks 30%. 

Leaving out inter-office claims, “Ja- 
panese banks’ international assets 
were in December 1984 as large as, or 
slightly larger than, those of US 
banks,” notes the BIS. This is despite 
the fact that statistical coverage of US 
banks is “considerably broader” than 
that of the other banks covered. The 
survey, which classifies banks by na- 
tionality of ownership rather than lo- 
cation of banking offices, covers the 
international activities of bank offices 


— ' = ; 
in Belgium, Luxembourg, Canada, 
Denmark, France, West Germany, Ire- 
land, Italy, Japan, the Netherlands, 
Sweden, Switzerland, Britain and the 
US. 

A similar picture emerges on the 
liabilities (borrowings) side of the 
banks' international balance-sheet. US 
banks depend on related offices for 
just under 40% of their total interna- 
tional liabilities of US$559 billion and 
on the interbank market for only 22% 
while deposits and borrowings from 
non-banks represent some 26%. Ja- 








panese banks on the other hand drawa 
huge 52% of their total international 
liabilities of US$493 billion from the 
interbank market and only a tiny 8% 
from non-bank depositors and others, 
while just under 28% comes from re- 
lated offices. 

For banks from all 14 countries, total 
international liabilities at the end of 
1984 stood at US$1.93 trillion, of 
which US$856 billion or 44% came 
from the interbank market, US$479 
billion or 25% from related offices and 
just under 20% from non-banks. п 


ECONOMIC MONITOR m AUSTRALIA 
Devaluation’s blessings 


ustralia is ending its fiscal year (to 

30 June) with signs that private 
consumption and investment are pick- 
ing up and attention focused on gov- 
ernment efforts to restrain public 
spending and wage inflation. 

Car registrations were up 18.4 % in 
the year to April, reinforcing evidence 
in retail sales and housing of increased 
consumer confidence. Despite worries 
about interest rates and inflation, offi- 
cial surveys show total investment ex- 
pected by businesses in the coming fis- 
cal year to be about 20% above that at 
the outset of the current year. 

Making room for this recovery were 
two major exercises in fiscal manage- 
ment over the past month. The first 
was the 14 May mini-budget which 
lopped A$1.25 billion (US$840 mil- 
lion) off projected spending of A$69.3 
billion in 1985-86 (in the absence of 
any policy changes). The other was the 
annual negotiations with state govern- 
ments on federal funding and loan ap- 
provals, at which Federal Treasurer 
Paul Keating pushed through zero real 
growth in federal disbursements to the 
states in 1985-86, and containment of 
state government borrowings to this 
year's level in money terms. This has 
set the scene for a "very significant re- 
duction" in the public-sector borrow- 
ing requirements in 1985-86, Keating 
said. 

Prime Minister Bob Hawke and 
Keating are still finding the hurdles 
closely spaced on the economic track. 
Financial markets have quickly taken 
each painful decision for granted and 
raised expectations of more. Hawke's 
wavering commitment to basic reform 
of the tax system — to shift from a 
punitive income-tax base to a mix re- 
lying more on indirect taxes — faces its 
test at a July "summit" with unions 
and business. 

The 1985-86 budget, to be unveiled 
by Keating in August, will likewise be 
the acid test of a trilogy of promises on 
fiscal restraint, with Keating strong- 
ly committed to reducing the federal 
deficit from this year's budgeted 
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Keating; Hawke: still finding hurdles. 


A$6.7 billion to around A$6 billion. 

Keating has not managed to allay 
concern about the abandonment in 
February of money-supply targeting 
using the broad M3 measurement, and 
remains under pressure to come up 
with some alternative yardstick in the 
near future. However strong demand 
for A$1.2 billion in federal bonds ten- 
dered in late May showed some bull- 
ishness in money markets. 


he Australian dollar took another 

dip towards the 65 US-cent level 
around the same time, after climbing 
back to 70 US cents in the wake of 
Keating's mini-budget. Worries about 
the inflationary impact, and possible 
currency-market intervention by the 
Reserve Bank of Australia make lower 
interest rates uncertain in the short 
term. Major banks have pushed their 
prime overdraft rates up to around 
17% — the highest in three years. 

The belief of many economists is that 
barring a further loss of confidence in 
the Hawke government's economic 
grip, the dollar should settle some- 








where near 70 US cents. How long this 
holds will depend in turn on Austra- 
lia's ability to hold on to competitive 
gains brought by the 15- 
20% depreciation of the 
currency in the foreign 
exchange markets since 
February. 

Balance-of-payments 
figures show an early re- 
sponse to the currency's 
fall. Monthly current-ac- 
count deficits began to 
contract from February, 
and some analysts have 
reduced their estimates of 
the 1984-85 deficit. The 
federal government is re- 
ported to be working on 
the basis of a A$10.5 bil- 
lion current-account de- 
ficit, about A$2 billion 
above last August's 
budget estimate. The first 
nine months show a de- 
ficit of A$8.26 billion, 
compared with A$5.25 
billion in the same period 
a year earlier. The trade 
deficit for the same period widened 
from A$163 million to A$1.68 billion. 

Inflation has started to move up 
from the bottom of 5% reached late in 
1984, with petroleum prices under 
Canberra's import-parity pricing po- 
licy making an immediate impact. The 
changed exchange rate would add 3-4 
percentage points to the inflation rate 
if higher import prices are passed on 
entirely to consumers. Allowing for 
some absorption into profit margins, 
inflation is expected to rise towards 
8% during 1985-86. In the new grant 
package to the states, the Federal 
Treasury assumes inflation rising to 
7% over the year. 

Hawke has baulked at trying to have 
this exchange-rate factor discounted 
from the half-yearly indexing of award 
wages to consumer price index move- 
ments under the government's “ac- 
cord" with trade unions — a system 
which tends to feed inflation back in a 
spiral. The next best option is to delay 
a union push for added benefits on top 
of indexation based on productivity 


gains. — HAMISH McDONALD 
13 JUNE 1985 e FAR EASTERN ECONOMIC REVIEW. 
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Worth its weight in Chivas Regal. 


No one asks you to go this far and yet. 
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іа business you must perform 





Banking and financial services for 
high achievers 


Mk a profit is the ultimate objective 
of any dynamic businessman. But it is 
not the only one! Personal achievement 1s 
also a driving force: improving efficiency, 
negotiating a contract, overtaking competi- 
tors, developing new markets, earning the 
confidence of customers. 

Since you seek personal achievement in 
business, Bank Brussels Lambert can help 
you by smoothing the way and removing 
many of the obstacles. 






















































































Our international network radiates out of 
Brussels, headquarters of the European 
Common Market, and covers the world’s key 
business and financial centers. Consequently 
we have both the size and locations to handle 
the full range of your commercial needs. Yet 
we are still small enough to be quick, flex- 
ible, responsive and personal. Because we 
know that banking is as much a matter of 
people as it is of money, let us put our 
experience and expertise at your disposal. 





BBL Banking in Australia 


| 
Our BBL offices in Melbourne and Sydney 
provide you with first-class banking services. 
For further information, please contact : 
Tom Urban, Chief Executive 
BBL Australia Limited 
Po. Box 276, Collins Street 
AUS - Melbourne 3000 Victoria ! 
"fel. : (61-3) 62.3983 - Fax: (61-3) 61.26.57 
Telex: (071) 36.877 






BBL Bank Brussels Lambert - 24, Avenue Marnix - 1050 Brussels - Phone: 5122111 


BBL is present in Australia, France, Great Britain, Italy, Japan, Spain, Singapore, Switzerland, 
the United States, as well as in other countries. 


3russels Lambert 
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KUALA LUMPUR - 
SINGAPORE  — 


JAF ARTA 





As an international businessman, it's good business to know the best way to your American destination. HONG KONG NEW YORK 

To more of America, the fastest way is Northwest Orient. You can connect with Northwest Orient in 10 TAIPEI CHICAGO 

Asian cities. And you have a choice of daily' nonstops from Asia to more US cities than any other KÜNA NA ade seoul mh LS ANGELES 
airline. In America, you've got convenient connections to over 50 US cities. Every time you fly, you SHANGHAI SAN FRANCISCO 
can be earning free travel with Northwest Orient’s Free Flight Plan. Next time you go to America, go GUAM SEATTLE/TACOMA 
with the airline that's got more going for you. Northwest Orient. OKINAWA HONOLULU 


*Effective June 6, 1985 


Now, its Northwest Orient. 
WW NORTHWEST ORIENT 


For reservations, call your travel agent or Northwest Orient: Auckland 794-977 Bangkok 251-8470 Beijing 554175 Bombay 211440 Calcutta 431373 Cebu 92122 Colombo 597138 Guam 477-7811 
Guangzhou 61805 Hiroshima (082) 247-5741 Hong Kong 5-217477, 3-692288 Islamabad 812174 Jakarta 326439 Kaoshiung (07) 272-5505 Karachi 551215 Kathmandu 212552 Kuala Lumpur 
429033 Lahore 417220 Madras 044-87703 Makati 85-66-16 Manila 58-98-14 Nagoya (052) 562-0867 New Delhi 351605 Okinawa (0988) 58-2477 Osaka (06) 228-0747 Penang 29487 Rangoon 81638 
Saipan 7778 Seoul 753-6106 Shanghai 377387 Singapore 336-7666 Sokung 778-0181 Sydney 264-9715 Taichung (04) 220-6643 Taipei (02) 596-5951 Tokyo (03) 433-8151 











Pick of the best. 


To attend the pick of the region’s best 
conventions is easy. Just mail the coupon below. 

It’s your connection to everything a 
Singapore convention or exhibition has to offer. 

The exchange of skills, expertise and 
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тор ~ 44 technology. The right contacts. 
ELM IT M | t | 
© Иек “UU xe Ke- You'll find a Singapore convention 
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a most rewarding experience that offers 


so much more. 

World-class hotels, with service to match; 
a shopper’s paradise; a gourmet’s delight with 
cuisine from more than 30 countries; all in a city 
that’s safe, clean and cosmopolitan. 

Whatever your profession, you'll find 
that conventions that meet in Singapore meet 
with your approval. 






F^7-----------—------——————-—-—--: 


5 —————— —  /n— enn Е To: The Singapore Convention Bureau, 


p Conventions 1985 | Exhibitions 1985 a division of the Singapore Tourist 
ET 11-16 Aug 1985 — Asian Pacific [7] 3-6 Sept 1985 — INFO SINGAPORE _ Promotion Board, Tudor Court, 
pc osi Le. 7 (COMPUTA 185) Computer mainframes Tanglin Road, Singapore 1024, 
[7] 29-30 Aug 1985 — International ———— and related units show. — —  — _ Please send me 
і Acoustics and Noise Control [.] 23-27 Sept 1985 — MACHINE ASIA more information about Conventions! 
Conference '85/WOODMAC ASIA '85, Production Exhibitions indicated 






machinery end engineering qi ion C 
: DOES | | the Singapore Convention Calendar 
equipment/woodworking, timber = : : 


processing and sawmilling shows. 





l C] 30 Sept — 5 Oct 1985 — a 
Bar Association Section on Business 
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(7] 17-18 Oct 1985 — International Li 15 Oct 1985 — SINGAPORE hl nec 
Conference on Challenges Facing DW aves AE FURNITURE 
і Corporate Management i $ 85 А display of Singapore Title: p UL ee M EE 
трее CU ITE нна manirfactured furniture for export. 
[1 23-27 Oct 1985 — INTERDEC '85. Organisation e te 
Interior decoration and furnishing 
materials for offices, shopping centres, "m dere md dem ais НҮ ТООК EAR 





hotels, restaurants and homes. 


Address: am 





| ec 1985 — Computer Network 
Conference 
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| SINGAPO 
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` The Objective 
Measure of Value 


If you buy, lease or finance 
engines or power systems, 
this message could mean extra 
revenue and extra profit. 

Power system investment is 
a significant capital expenditure 
expected to produce maximum 
return. Unfortunately, engines 
which cost thousands of dollars 
less to buy often end up costing 
thousands of dollars more to own and 
operate, taking revenue and profit straight 
from your bottom line. 

Now, Caterpillar and your Caterpillar 
Dealer can help you make objective, 
definitive comparisons before you buy. 

Engine Investment Analysis provides 
a free, no-obligation tool comparing any 
two engines or power systems head on. And, 
it is tailored to your specific operation. 


Caterpillar, Cat and (B are Trademarks of Caterpillar Tractor Co 


Using your own information, 
the analysis looks at engine 
ownership costs (initial 

price, interest payments, 
etc). Then operating 
expenses, revenues and 
profits are projected. 
The result is a clear, objective 
picture of the value gained by investing 
in one power system versus another. 
Want to know more? Talk to your 
Caterpillar Dealer today. Ask him for the 
whole story on Engine Investment 
Analysis and what it can mean to you. 
It's quick, it's free and it's another 
customer benefit from the industry leader 
— against whom all other are measured... 


The Standard of Value 





Plane Perfection. 









и! i ) shp. 
i * Max. tup to 44 pax. with toilet 
inéorp porah ue rear cargo-ramp door via which and у 
config | çan be quickly to mixed * Cargo capability: 4 LD-3 containers or 
or cargo, and loading/ unloading of containered 288" x 125" pallets or 5,000 Kg. (11023 Ib.). 
baggage is easily effected. of bulky cargo. 


CASA-NURTANIO 


For further information: Construcciones Aeronáuticas, S. A. Rey Francisco, 4. 28008 Madrid. Spain. Phone 248 53 09 Telex 44729 
Or contact: P. T. Nurtanio; BPP Teknologi Bid., JI.M.H. Thamrin 8, Yakarta, Indonesia. Telephone: 322 395. Telex 44331 АТР JKT 
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HOTEL MERIDIEN 


SINGAPORE. 
SIMPLY ENCHANTING. 





Come to Hotel Meridien ی‎ А523 


Singapore, the only 

international deluxe hotel in the heart of Singapore's 
Orchard Road that offers the unequalled style and elegance 
that is Le Raffinement. 

You'll feel it everywhere. 

From the unpretentious sophistication and culinary 
excellence of Le Restaurant de France to the unashamed 
style and comfort of our deluxe suites. 

Add to this all the facilities you've come to expect from 
an international hotel and you'll begin to understand why 
Hotel Meridien Singapore is the natural choice for 
discerning visitors to Singapore. 

Le Raffinement. Experience it now in two superb hotels 
in Singapore. Hotel Meridien Changi-Singapore and Hotel 
Meridien Singapore. 


For reservations, contact your travel agent or the Hotel Meridien Singapore. 100 Orchard R« 
Singapore 0924, Te lephone: 7332878, 7338855. Telex: RS50163 HOME RI 


THE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 


TRAVEL IMPANION OF AIR FRANCE 





e 
short- 
cut to 
trading 
with 
China. 


China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 21 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China’s fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 
A confidential monthly newsletter. 





TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong 


Vosa a wa Ta nr 1... mud 


(12 issues) for the CHINA TRADE 
REPORT. | enclose $ 





СИу uuo 
Country . 


Annual subscription rates 
HK$2,185 M$720 S$635 US$280 £255 A$390 


Sent airmail anywhere in the world. 
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Eu - T REEFS 


Et tu, Sir Philip? Et tu? 


Ф SCENE: The Forum in Hongkong 
(outside the Foreign Correspondents' 
Club). At centre stage, the corpse of 
the press lies bleeding as Brutus 
(alias outgoing Chief. Secretary Sir 
Philip Haddon-Cave) and Cassius 
(alias Attorney-General Michael 
Thomas) slip away sheathing bloody 
daggers. Enter Marcus Antonius 
(alias Shroff). Shroff, addressing the 
plebeians: “If you have tears, prepare 
to shed them now.” 

He makes ready to deliver a vale- 
diction on the press’ corpse and, see- 
ing the wounds wrought by Sir 
Philip's dagger, exclaims: “This was 
the unkindest cut of all." Plebeians: 
"This press was a tyrant. We are blest 
that Hongkong is rid of it." Shroff: “I 
come to bury the press, not to praise 
it." Murmurings among the crowd, 

Shroff: *O masters, if I were dis- 
posed to stir your hearts and minds to 
mutiny and rage, I should do Brutus 
wrong, and Cassius wrong, who, you 
all know, are honourable men." 
Plebeians: "Speak." Shroff produces 
a paper from his tunic — a bequest to 
Hongkong from the press. The crowd 
surges forward. Shroff: “I have o'er- 
shot myself to tell you of it. I fear I 
wrong the honourable men.” Mob: 
“We'll hear the will.” 

Shroff: “To each Hongkong citizen, 

the press bequeaths its tradition of 
free speech, and to your heirs forever 
(or at least until 1997) common free- 
doms, to walk abroad and express 
yourself.” Crowd: “O royal press.” 
Shroff: “But Brutus has told you that 
the press was full of derogatory sar- 
casm and negative criticism, and 
Brutus is an honourable man.” Mob: 
“Most noble press, we'll revenge its 
death." They rush off. 
@ ALAS, Shroff does not have Marc 
Antony's gift of oratory to stir his au- 
dience against the injustices of Sir 
Philip’s censures against journalists 
during his valedictory speech to the 
Foreign Correspondents’ Club on 29 
May. He does not have the eloquence 
to question whether the “temper- 
ance” Sir Philip enjoined upon the 
press is the best way to defend the 
territory's virile tradition of free 
speech between now and 1997. So 
gentle reader, let us dwell instead 
upon Sir Philip himself, who is for 
sure, an honourable man. 

All the more surprising therefore 
was his attack upon the tradition of 
free press comment, which distin- 
guishes Hongkong from just about 
any other capital in Asia, with the 
possible exception of Tokyo. All the 
more distressing, too, as less-honour- 
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able and smaller men — smaller of in- 
tellectual stature and integrity, that 
is — could use his strictures as an ex- 
cuse to silence free speech in future. 

But leave such weighty matters to 

more literary men. Let Shroff talk in- 
stead of Sir Philip’s own record as 
former financial secretary and let the 
reader judge for himself whether his 
critics in the press, including Shroff, 
were vain and frivolous. Sir Philip 
accused the press, too, of being over- 
sensitive to criticism. Yet Shroff has 
numerous letters penned by Sir 
Philip challenging views expressed in 
these columns. Sadly, Sir Philip, who 
retires on 8 June, did not give the 
press the right of reply during his 
speech. 
* SIR Philip it was who during his 
stewardship of Hongkong's most 
senior financial policy-making posi- 
tion throughout the 1970s elevated 
the neo-classical concept of non-in- 
tervention into an economic dogma. 
He it was who coined the phrase 
"positive non-interventionism," an 
almost metaphysical (and one sus- 
pects, ultimately meaningless) phrase. 
He it was too who rejected the fre- 
quent injunctions of such commen- 
tators as John Greenwood of G. T. 
Management to link the Hongkong 
currency to the US dollar to provide 
some control over the money supply 
and the exchange rate. 

All these things Sir Philip did be- 
cause he genuinely believed in the 
doctrine of laissez-faire. He was in 
this sense a man honourable to his be- 
liefs. But he was also a lucky man. He 
presided over a period of unpre- 
cedented economic prosperity in 
Hongkong, deriving not so much 
from his policies as from the boom in 
the industrial West upon which 
Hongkong relies crucially for export 
markets. Saving the oil shocks of 
1973 and 1979, the world 
Hongkong along in its wake. 

Yet throughout the latter years of 
the decade, as Hongkong's money 
supply, uncontrolled by any link to 
an outside currency and indered 
by the impotent lever of interest 
rates, surged on and the property 
market climbed to sickening heights 
from which it must inevitably crash 
one day, Sir Philip became more like 
Nero than Brutus. He fiddled while 


pulled 


Hongkong burned itself up with 


euphoria. It was left to Sir Philip's 
successor, Sir John Bremridge, to 
look on, more like Claudius, when the 
inevitable crash сате, , 

* ONE of the first things Sir John 
did was to intervene — very posi- 


tively — in link- 

ing the Hong- 

kong dollar to its 

US counterpart. 

Or rather, as 

Shroff has learn- 

ed recently, Sir 

John accepted 

the intervention 

of outsiders — 

no less than Bri- 

tish Prime Min- 

ister Margaret 

Thatcher, ad- 

vised by her then 

economic guru, 

Sir Alan Walters — who told Sir John 
he should adopt the system to prevent 
the complete collapse of the local dol- 
lar. It worked like a charm, thus vin- 
dicating the interventionist cause. 

On this occasion, Shroff and other 
press critics of Sir Philip's laissez- 
faire economic policies found them- 
selves perhaps more in sympathy 
with Peking, which argued that it 
was Hongkong's profligate printing 
of currency which had led to the col- 
lapse of the Hongkong dollar, the 
property market and the stockmar- 
ket. It is doubtful whether Peking 
really understood the system any bet- 
ter than Sir Philip did but Shroff can 
only hope that the local press will be 
as free after 1997 to criticise what it 
sees as wrong-headed policies as it 
was to criticise Sir Philip. Yet this is 
not a prospect which Sir Philip ap- 
pears to relish. 

"A more dirigiste approach," Sir 
Philip once commented to Shroff, 
“would not necessarily indicate a 
greater concern for economic pro- 
gress and stability. Judge us," he 
said, "by results, objectively mea- 
sured, bearing in mind the inexorable 
dictates of our circumstances and the 
predilections of our constituents." 
Shroff feels justified in doing that. 

Sir Philip had a way, when finan- 
cial secretary, of cloaking the verging 
chaos of economic laissez-faire in à 
mantle of reason. It seems that he · 
even fooled himself into believing in 
these grand designs. Certainly he 
provided a cover for all sorts of un- 
scrupulous elements — wheelers and 
dealers and worse — to operate in a 
climate of almost total freedom, 
greater freedom it seems than he 
would now award to a watchdog 
press. No one doubts the sincerity of 
his convictions, nor his concern for 
the future of Hongkong. But Shroff 
finds it hard to reconcile that avun- 
cular concern with the proconsular 
attitude he struck towards the press. 





CONSTRUCTION . = 


Help for the opposition 


The building industry in Singapore is plagued by 
bankruptcies and undercut by foreign competitors 


By Nick Seaward in Singapore 


e uide domestic construction 
industry, hard hit by excess capa- 
city and the loss of a large slice of 
major projects to Japanese and South 
Korean contractors, sees little help 
coming from increased public-sector 
spending on development projects and 
housing this fiscal year (ending 31 
March 1986). The sharp increase in the 
number of smaller firms being wound 
up over the past few months supports 
industry claims that little of the addi- 
tional government spending is finding 
its way down to the lower echelons. 

Indications of the worsening crisis in 
Singapore's construction industry 
have come to light since the call for 
help by the general secretary of the 
Singapore Contractors' Association 
Ltd (SCAL), Jimmy Koh, on 17 May. 
Koh warned that only by channelling 

ublic-sector projects specifically to 
ocal firms could a spate of bank- 
ruptcies, worse than 1984's tally of 20, 
be avoided this year. 

According to official Public Trustee 
figures, 26 of the republic's estimated 
1,000 construction firms closed down 
in the first five months of this year on 
top of the 39 which went out of busi- 
ness in 1984. A further 25 firms are fac- 
ing winding-up petitions. 

Koh predicted that Japanese and 
South Korean companies will be the 
main beneficiaries of the S$10.47 bil- 
lion (US$4.7 billion) allocated for de- 


















By Paul Ensor in Seoul 


р“ the success of South Ko- 
rean construction companies in 
Singapore and other Asian countries, 
they have been unable to make any 
impact in the highly competitive 
Hongkong market. And they concede 
that it has been their own shortcom- 
ings, in both manpower and finance, 
that have kept them out. In many 
ways, Hongkong market conditions 
are diametrically opposite to those in 
the Middle East, where South Korean 
construction companies have won 
90% of their overseas business. 
Cheap, well-disciplined labour 
teams, flown all over the Middle East, 
and at times working under the most 
difficult conditions, have been the 
basis of South Korea’s success in 
overseas construction. But Hong- 
kong’s tight tion laws make 
| it impossible to bring in large teams 
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velopment projects in Singapore's 
$$18.83 billion budgeted expenditure 
for this year. The SCAL general secre- 
tary has accused Japanese and South 
Korean companies of submitting ten- 
ders at loss-making prices to win their 
growing share of the local market. 

SCAL said it had submitted to gov- 
ernment authorities a report it had 
commissioned from a local manage- 
ment consultant which purports to 
show that only two of the 11 major Ja- 
panese construction companies active 
in Singapore since 1973 have reported 
accumulated net profits. 

However, industry sources have 
pointed out that the losses may have 
been incurred by the branch offices of 
Japanese companies in Singapore 
largely as a result of global accounting 
methods. The losses are then used to 
offset tax liability in Japan. 

Even if foreign companies were 
barred from tendering for more gov- 
ernment contracts, the position of 
the local contractors would take 
some years to improve. According to 
the president of SCAL, Tan Eng Leong, 
the local construction companies 
would still face a shortage of work 
even if all government contracts were 
channelled to them. Meanwhile, equip- 
ment worth an estimated S$400 million 
owned by local firms is lying idle. Total 
capital investment in construction 
equipment and machinery by the com- 


ONE THAT GOT AWAY 


of workers for the duration of a pro- 
ject. Other countries in the region are 
not as strict as Hongkong on immig- 
ration matters; in Singapore, for 
example, up to 50% of the workforce 
on a major building project can be re- 
cruited overseas. : . 
Financial handicaps make up the 
second major reason for the South 
Koreans’ lack of success in Hong- 
kong. Whereas oil-rich countries of- 
fering work on predominantly infra- 
structural projects have no difficulty 
financing them themselves, many of 
the private ert who make up 
the major share of Hongkong's con- 
struction market expect contractors 
to provide financing. South Korean 
contractors must borrow foreign ex- 
change at high rates. 
^ In addition, the South Koreans are 
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DAVID JENKINS 


Construction: hard hit. 








panies is estimated at S$1-2 billion 
This enormous equipment inventor? 
is the legacy of the building-boon 
years which ended in 1982. Althougl 
construction and quarrying are, stil 
the fastest expanding sector in. th 
economy with a growth of 14.2% las 
year, this figure compares unfavoura 
bly with the spectacular 35.6%, anc 
28.7% growth rates recorded for, 198; 
and 1983. This downturn has occurret 
despite the start of work on the con 
struction of the S$5 billion Mass Rapi: 
Transit (MRT) urban railway systen 
and increased spending on housin; 
(S$5.15 billion allocated this year). 


n any case, the MRT construction ha 

been of relatively little benefit t 
local contractors. Of the S$2.63 billio 
worth of contracts placed by the MR’ 
Corp. up to.mid-May, not one has bee 
awarded to a Singaporean compan 
bidding singly or with other Singapo 
rean concerns. Civil and structure 
contracts have accounted for 991.4 


tural work, and much of Hongkong’ 
basic infrastructure is in place. 
This leaves Hongkong to the Sout 
Koreans' traditional rivals, the Ja 
рапеѕе, t ‘ "m 


> Elizabeth Cheng writes from Нот 
kong: South Korean consíructio 
firms have had little success in pene 
trating the Hongkong building та! 
` ket — with one notable exception. С 
the six qualified construction com 
panies registered with the Hongkon 
· Government, only the Korea Ship 
building and Engineering Corp. is in 
volved in civil-engineering project 
in the public sector. The other com 
panies are Daewoo Corp., Hyund: 
Engineering and Construction Co 
Daelim Industrial Co., Han Yan 
Corp. and Miryung Construction. 
Public-sector civil-engineering ор 
erations are dominated by the Japar 
Ea: who have capt some 40-50* 
of available projects. The rest of th 
market is shared hy British, Italiar 
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billion of this total, of which contracts 

worth S$1.1 billion have been won by 
foreign companies in joint ventures 
(with local companies. 

Slightly less than half of this 
foreign/local joint-venture business 
(in value terms) has been won by con- 
'sortia in which the Singaporean part- 
ner is outnumbered by the foreigners 
by at least three-to-one. And to distort 
the picture even further is the fact that 
two of the contracts totalling slightly 
less than S$80 million have been won 
by joint ventures in which the Sin- 
gaporean partner is a government- 
controlled shipyard seeking alterna- 
tive employment to the depressed ship- 
ping sector. 

The MRT does have a mechanism in 
the awarding of contracts to provide 
preferential treatment to bidding joint 
ventures that have local equity partici- 
pation. This "preferential margin" 
Scheme allows a foreign/local joint 
venture to quote above rival foreign 
companies' bids and still win the busi- 
ness. The margin is determined ac- 
cording to the net local equity partici- 
pation in the joint venture, up to a 
maximum of 5% or S$5 million a con- 
tract if the local equity stake is 50% or 
more. So far, three MRT contracts have 
been won with the help of these prefe- 
rential margins. 

In terms of the МЕТ civil and struc- 
tural contracts, Japan has been the 
single most successful country so far, 
winning contracts worth S$355.6 mil- 
lion outright, and a further S$395.4 
million in other joint ventures. In view 
of foreign companies' dominating pre- 
sence in this key project, it seems 
highly unlikely that the Singapore au- 
thorities will act on the SCAL recom- 
mendations when it comes to awarding 
further MRT contracts under phase 
two. п 





_ French, Chinese, South Korean and 
local companies. 

. Johnson Chan of Korea Shipbuild- 
ing attributed the company’s success 
in the Hongkong market to a mixture 
of luck and experience. The company 

` established itself in 1980 when it won 

' a contract from the government to 
build a HK$78 million (US$15.6 

` millión at then-prevailing rates) 

| water-treatment plant in the New 

' Territories. That was followed by 

| three other big projects involv- 
ing land reclamation and site forma- 

` tion. ' 

! Тһе company is currently wor 

` on a HK$87 million (US$11.2 million) 

' eivil-engineering project on Hong- 

- kong Island, and is bidding for new 

! housing and highway-development 

schemes. In the commercial sector, 

‘however, Korea Shipbuilding is in 

' the same boat as other South Korean 

firms (some of which have been in 

" Hongkong for as long as eight years): 

' no significant business. 
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Whether you're on business or 

on holiday, you deserve the kind 

of service that comes even before it-is 
dsked. Fine accommodation, superb food, 
drinks and entertainment way above the 
ordinary. In addition, a dependable Guest 
Relations Service to cater to your smallest 
needs.. And of course, a comprehensive 
Business Center to competently 

work for your business. That's 

why we invite you to our hotel. 
Certainly, we always look 

forward to offering you the 
IntereContinental advantage 


THE ADVANTAGE IS INTER: CONTINENTAL 
HOTEL INTER- CONTINENTAL MANILA 


Ayala Avenue, Makati; Tel. 815-97-11; Telex: RCA 23314 ICH. PH 
For reservations, gall; Hong Kong: 5/243081; Tokyo: 21507 
Singapore: 2202476;: Osaka: 2640666 








































ч institution more expensive than expected 


Ву Robert Cottrell in Hongkong 

№ о investors’ group including a pro- 
тіпепі .ı Hongkong... family of 
eliers and bankers, à clash of corpo- 
rate cultures, and the ghost of Bernie 
| Cornfeld's Investors Overseas Services 
group. have between thém dealt a rude 




















‘man private,banking. 

' Qn 24 May, West German authorities 

ordered the suspension of new būsi- 
; at Schneider and Munzing (S&M), 
nich's oldest private bank, pending 
at officials say is a necessary infu- 
n of new capital — apparently to 
cover éxposure to problem loans. The 
€ircumstances. might have suggested a 
"need for some discreet and pre-emp- 
€ action on the part of S&M's share- 


owed its crisis to become a public mat- 
er may reflect the history of legal and 
ersonal clashes which have dogged 

«M. since its old-line German family 
iareholders sold out: partially, and 


politan investors. 





Shock to thegenteel world of West Ger- | 


olders. That the bank has instead al-. 


in full, to a mercurial series ‘of соз-` 


unidentitied 
control S&M 
company, face 
minimum DM. 
lion) to resto 





‘The sudden. deterioration of 

^balance-sheet is thought to be due, at 

"least partially, to the lapsing.of 
guarantees formerly extended by its 
partners to.cover assets. The bank's 
gross аѕѕеіѕ аё 31 March totalled DM 
457.3 million, while liabilities: in- 
cluded DM 316.2 milion of customer 
deposits. 

Richard | Chiu,: who oversees .. his 
family's interest in the bank, told the 
Review on 4 June:that the Chis cur- | 
rently hold.1495 of S&M's equity and 
that they feel.a "moral responsibility” 
to get the bank back on its feet. But; he 
said, as minority investors they. would 

_await proposals which gained the gen- 
| eral support of other shareholders. 

The Chiu family’ 5 Hongkong in- 











Consortium and Far "Rast Hotels and 
entertainment, and Madison Securi- 
ties, a troubled property and finance 
holding company which the Chius ap- 
parently still want to sell as a quoted 
Shell to an oyerseas banking consor- 
tium, International Bankers. 

"The most recent and troubled phase 
in S&M's 155-year history began in 
1974, when it accepted an injection of 
banking assets from Madison Securi- 
ties in exchange for which it extended 
a 50% partnership. The new assets — 
Overseas Development Bank (ODB), 
Orbis, and Investors Fond Kapitalan- 
lagegesellschaft — were assembled by 
Michael Sylvester Birrane, a corporate 
entrepreneur who had apparently 
bought control of Madison in 1974: its 
share register was at that time domi- 


nated by nominees. 
B irrane had acquired ODB, Orbis 
and Investors from a company for- 
merly associated with fugitive finan- 
cier Robert Vesco, who had transferred 
them out of their original home, the In- 
vestors; Overseas. Services mutual 
funds group assembled by Bernie 
Cornfeld. 
The value of these assets, and by ex- 






COMPANY RESULTS 


% change’ Dividend 















































































| | Net % change T , 
Company Period profit on period Sales onperiod . (prev.) , . Comment 
Toshiba Y31 Mar. X65.5b +30 ¥2,526b" +25 #8 High technology products sold well. Exports also 
(Тарай) (Ш5$261т) (US$10b) (¥7.5) increased. 
Japan Air Y31Mar. *7.18b* — ¥827.22b +94 ¥40 Company forecasts current year profit of Y21.5b 
< Lines (US$28.5m) (US$3.3b) | (nil) on sales of €856.3b. 
Philippine Q31 Mar. P93.9m ~34 ...P1.09b +28 „P1.25  Line-leasing for private users of computers and 
Long Distance (US$5.08m) (US$59.08m) (same) . telex equipment remained slow while operating 
Telephone А expenses increased substantially, 
China Banking Y31Dec. P41.05m lH P810.8m +22.5 P1 Profitability affected by uncertain business 
Corp. (US$2.2m) (same) conditions. Asset portfolio shifted from 
(Philippines) receivables to liquid assets. : 
CSR Y31Mar. A$92.2m +0.6 — A$2.79b 434 18c Profits held down by weak prices for coal and 
(Australia) (US$60.8m) (US$1.8b) (same) sugar, heavy borrowings and foreign-exchange 
| j loss. Currency mov ement п may give net benefit in 
current year. ` 
‘Harrisons ҮЗІ рес. £47.2m 454 . £15b" . +36 20p Strong palm oil prices cai big gains. Trading 
:& Crosfield (US$60.3m) (E881, m | (17p)f environment expected to improve in 1985. 
(Britain) | ; | А 
Ноќе Royal ҮЗІ рес. $$964,000 -58 588 42m ~23.4 3.6%  Sales.were hit by poor occupancy rates. Directors 
Singapore) (US$434,234) (U8$3.8m) (4.6%) forecast further decline in profitability... 
Yeo Hiap Seng H31 Mar. S$1.1m +1,270 5$62т +72 2.5% Directors predict difficult: trading conditions 
(Singapore) (US$495,495) (US$27.9m) (5%) — which. affected. first-half: performance will 
: i continue for the rest of year; Financial: al aie i 
changed to31 Dec.. 
Nissan | ҮЗІ Маг. ¥74.3b +5.3 ¥3,618b +4.6 ¥14 Conipany forecasts: ¥3; 580 billion à in sales ‘and 
Japan) (US$295m) (US$14.4b) (€14) ¥80 billion in net profit forthe current year. 
Suntory . Y31Mar. ¥8.3b ~42 ¥762b -10.6 ¥1.15 Whisky sales dropped due to 
v (Japan) (US$33m) (US$3b) (#1.5)  sifying Eu. and a liq 





Y = year-end; | P= half-year ended; 
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Q # quarter ended. 
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‘the partnership in S&M, became the 
subject of prolonged legal disputes be- 
tween Madison on the one hand, and 
'S&M's original shareholders, led by 
the Thelen family, on the other. Madi- 
son won a final court judgment con- 
firming its partnership in S&M in July 
1981, by which time loan losses had left 
the West German bank in urgent need 
of new capital, according to Madison 
documents. The Chiu family, which 
had bought control of Madison in 1978, 
provided DM 25 million in cash and 
DM 7.25 million in bank guarantees, in 
exchange for which 70% of the bank 
was assigned to Wainford Ltd, de- 
scribed by Madison as “a family-con- 
trolled company." The remaining 30% 
of S&M was sold to Wainford for DM 9 
million in 1983. 

The REVIEW understands that, even 
after the lawsuits were settled, rela- 
tions between the Thelen and Chiu 
families remained strained, and that 
disagreements may also have arisen 
between the new shareholders and the 
bank's two managing partners who, 
while holding only a small equity in- 
terest, are personally liable for the 
bank's business and have far-reaching 
executive powers. Bankers say ten- 
sions between these groups have con- 
tributed to theinability of S&M to deal 
with its balance-sheet weakness. 

It is not known how or why the Chiu 
family diluted its stake in S&M — to its 
present stated level of 14% — by sales 
to other shareholders. Wainford is part 
of the family's private interests, and 
Richard Chiu has declined to name 
Wainford's other members. 

As the bank's limited partner, the 
S&M shareholders’ group is liable only 
to the extent of its DM 30 million paid- 
up capital. The bank's recent history 
suggests that a realignment of 
shareholdings may be necessary before 
a restructuring of capital can be ag- 
reed. п 
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prices have stuck record highs 
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soba sense ol the dine off Ua TAA 
ury bonds, is expected to keep divert- 
ing some bond-market funds into 
local stocks. 


articularly fast-moving wére bio- 
technology, property and construc- 
tion issues. Interest in these shares 
has been maintained on little more 
than the rumour that the government 
is about to reflate the economy in 
order to boost domestic demand. The 
price-earnings ratio, though high at. 
around 34 during the period, is not 
by dealers as having had 
much to do with the rally. "There are 
a lot of stocks going up which have 
nothing to do with earnings," one 
foreign securities analyst said. "Even 
the foreigners are beginning to ap- 
preciate this point." 

While the Dow Jones 225-stock 
average shot up, the Dow Jones aver- 
age of 500 stocks actually declined. 
Among these latter stocks are the 
— electricals that excite for- 

igners because of their well-en- 
trenched brand names but are largely 

ignored by Japanese investors, Secu- 
rities analysts now say the blue chips 
are unlikely to fall any further and 
may in fact gradually rise, depende [ 
on export performance. 

The factor which seemed most 
likely to prevent the market from 
continuing on an uptrend was a fore- 
cast of greatly reduced profits for 880 
listed companies in the year to 31 
March 1986. The forecast, made from 
a survey by the financial daily Nihon 
Keizai Shimbun, put the average 
year-on-year increase in pre-tax pro- 
fits at a bare 3.8%. That compares 
with an actual increase of 25.4% in 
the fiscal year ended 31 March. 





Weighted for 1983 trade with the countries shown plus the United States and 
Canada and 14 European countries. Figures are for the week ending 1 June. 
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. More down than up 


IT was a time of profit-taking and consolidation for most markets in Asia in the period 
to 3 June. Taiwan recorded the heaviest fall followed by New Zealand. Hongkong, 
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however, chalked up a hefty 5% gain. 
HONGKONG: Prices plummeted on the first 


day of the period on profit-taking but rapidly re- 
covered lost ground in the following days. Apart 
from a technical correction on 31 May, the Hang 
Seng Index closed the*period at 1,641.25, up 
83.47 points. Local investors took the lead, 
buoyed by feelings that the property market was 
firming on the back of low interest rates. Al- 
though domestic exports have slackened re- 
cently, this has not affected market sentiment as 
yet. News that a little-traded company, Well 
Fung, was the target of a takeover bid by an 
Australian company further bolstered senti- 
ment. 


SINGAPORE: Another dull period of very thin 


trading and negligible price fluctuation in nearly 
all sectors led brokers to wonder whether a tech- 
nical rally is overdue. Fraser's Industrial Index 
closed the period at 4,504.47, up 16.07 points. 
This was the smallest movement in the market 
since December, though the trading period was 
shorter than usual due to a bank holiday on 3 
June. Average daily trading slumped to 5.85 mil- 
lion shares. Construction stocks were the subject 
of some interest, which brokers attributed to in- 
creased opportunities in China. 


KUALA LUMPUR: The market reverted again 


to the easier trading characteristic of most of the 
year, with average daily volumes for the period 
falling to 3.9 million shares worth M$8.2 million 


- (0593.3 million). Turnover on the last day drop- 


to the lowest point in more than two-and-a 
alf years (3.2 million units) with investors re- 
maining impervious to Wall Street gains in the 
light of domestic uncertainties, especially in 
Sabah. Fraser's Malaysian Index showed a drop 
of four points. Analysts said the high cost of 
funds and general business slowdown augur 
poorly for any sustained lift in the market in the 
short term. 


TOKYO: After soaring to a record 12,790.27 
points on 30 May, the Dow Jones Average fell on 
profit-taking to 12,473.41 on 3 June, with blue 
chips pacing the decline. The worst hit was 
Hitachi. But analysts expected the market to 
hold ground or possibly move higher. Daily trad- 
ing averaged 691.11 million shares, the highest 
level since 15 May 1981. The daily volume on 29 
May rose to 1.14 billion shares, the market's third 
ever highest in volume terms and highest in value 
at ¥621.4 billion (US$2.5 billion). Construction, 
property and selected biotechnology issues led 
the rally. 


SEOUL: There were some small gains due to in- 
Stitutional buying, while individuals remained 
on the sidelines, waiting for long-expected gov- 
ernment moves to stimulate the market. Boosting 
confidence was the feeling that the political wor- 
ries of May have now passed. The composite 
index edged forward 0.44 of a point, to' 133.73, 
but average daily trading thinned, falling off by 
2.73 million to 9.79 million shares. By industry, 
pharmaceuticals performed the best, up 11.69 
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points, followed by beverages, up 6.81 points. 
Fabricated metals fell the furthest, down 9.9 
points. 


AUSTRALIA: Markets rose strongly on the back 
of sharp falls in the Australian dollar early in the 
period, but then slid with news of falling metal 
prices overseas. The Metals and Minerals Index 
shed 23.8 points to close at 534.5 with a sagging 
gold price pushing the Gold Index down 40.7 
points to 898.6. Heavy trading in the three listed 
commercial banks — Westpac, ANZ and Na- 
tional Australia — and defensive play around the 
diversified glass and packaging group ACI 
buoyed the All-Industrials Index, which lost 
only 2.7 points to 1,241.5. 


NEW ZEALAND: The shakeout continued with 


prices retreating steadily until the last day of the 
holiday-shortened period. The immediate cause 
of the market's behaviour was comment from 
Brierleys that a sharp downtrend in companies' 
earnings generally is imminent. While scarcely 
news in the market, this message now seems to 
have penetrated to the smaller investors who 
have been driving the market for some months. 


TAIPEI: The market disappointed optimists 
looking for an early upturn by plunging 22.79 
points on the period to close at 714.40 on its 
weighted index. Continuing nervousness among 
investors about fallout from the Cathay financial 
scandal seemed to be the immediate reason for 
the decline, as rumours spread that Cathay In- 
vestment and Trust was about to begin large- 
scale sell-offs from its portfolio. Shares experi- 
enced declines across the board. Average daily 
transactions were a low NT$336 million (US$8.4 
million). 


BANGKOK: The market continued to deterior- 
ate in light trading, in the absence of incentives 
coupled with earlier weakness. Declining confi- 
dence led to massive liquidation in blue-chip is- 
sues such as Mah Bookrong and Siam Citizens 
Corp. The market perked up, however, on 31 May 
after two weeks of losses, primarily because of 
technical adjustment to an oversold situation, 
but this was insufficient to offset earlier losses. 
The Book Club Index fell 0.31 of a point to close 
at 140.14. Volume was sluggish at 1.9 million 
shares, worth some Baht 191.06 million (US$6.9 
million). > 


MANILA: share prices weakened under heavy 
selling pressure that spoiled the previous 
period's upsurge, which had been brought about 
by initial excitement over prospects of improved 
business conditions following the signing of the 
country’s financial-rescue package. However, the 
market soon realised that interest rates, which 
had earlier attracted funds away from the ex- 
changes, will not ease quickly and trading thin- 
ned again. Total volume on the Manila and 
Makati exchanges fell by 9.8% to 192.4 million 
shares while combined value climbed 15% to 


P12.6 million (US$682,927). 
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*unchallenged authority! 
Chere is no doubt amongst leading top management as to which publication is considered 
the most authoritative in the region on coverage of Asian business affairs. It's the Far East- 
ern Economic Review by an overwhelming majority! 





*unparalleled coverage! 


No other publication in Asia or anywhere for that matter provides such depth and breadth 
of coverage of events throughout the region. Don't just take our word for it. Ask the peo- 
ple you look up to and respect the most which publication they turn to for unparalleled 
coverage of Asian news. The overwhelming response will be the Far Eastern Economic 
Review! 





*unequalled performance! 


Since January of 1974, the Review has grown in size from just over 20,000 copies per issue 
to its present circulation of more than 63,500 copies per issue. 





A growing number of advertisers have taken full advantage of this impressive growth. Last 
year the Review carried 2,566 pages of advertising from nearly 600 of the world's top cor- 
porations. 

Advertisers know beyond question that the Review reaches the highest concentration of 
Asia's most important people. And they know that as an effective advertising vehicle, its 
performance is unequalled. TTA 
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a space-saving desktop package that delivers a brisk 25 copies per minute. 
The FT4085. Only from Ricoh. See it, and the many other models in our full product 
line, at your local Ricoh dealer today. 


RICOH COMPANY, LTD. 15:5, Minami-Aoyama 1-Сһоте, Minato-ku, Tokyo 107, Japan 

RICOH BUSINESS MACHINES, LTD. 2808 Wing On Centre, 111 Connaught Road Central, Hong Kong 
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he National Palace Museum on the 

outskirts of Taipei is being spruced 
up for its 60th anniversary celebra- 
tions in October. The “birthday” is to 
be marked internationally — 16 direc- 
tors and Eastern specialists from 
major museums in Europe, Japan and 
the United States will come to Taiwan 
for the Double 10th day — 10 October. 

In preparation the steps in front of 
this huge museum are being re-step- 
ped, the balustrades renewed and, on 
either side of the sweeping entrance, 
terraced flower beds are being built 
and planted. More practically, a new 
administration block has been com- 
pleted, freeing more display space on 
the four floors of the museum building 
itself. 

Clearly every inch is needed. The 
National Palace contains an astonish- 
ing 600,000 objects of Chinese art 
and there is only display space for 
about 15,000. The rest is housed in 
the basements of the new administra- 
tion block and in tunnels at the rear 
of the museum. Now, museum staff 
are sorting out which of the vast and 
fragile collection of silk-scroll paint- 
ings should go on show in October. 
And they must take their pick from 
23,000 porcelains, more than 4,000 
bronzes and jades, nearly 500 items 
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of lacquerware 
and a stagger- 
ing 165,000 rare 
books 

The decision to 
celebrate a 60th 
anniversary is an 
interesting one, 
as the museum is 
only 20 years old. 
However, it was 
in 1925 that the 
present collec- 
tion was first put 
on public display 
— in the Inner 
Palaces of the Forbidden City in 
Peking. The beginnings of the collec- 
tion can be dated as far back as the 
10th century — though some items 
date back many centuries before that 
It was in the Sung dynasty that 
Emperor T'ai Tsung ordered an offi- 
cial search for paintings and calli- 
graphy by the old masters — these now 
form the basis of Taipei's treasure 
trove. Once assembled, the collec- 
tion grew, surviving invasions and 
transportation across China. Kublai 
Khan's Mongol prime minister moved 
it by ship from Hangzhou to Peking 
Successive Ming emperors shifted it 
between the cities of Nanjing and Pe- 





National Palace Museum: unrivalled collection. 
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king as quickly as they swapped the 


capital 
Dunne the Qing dynasty, the im- 
perial collection flourished and 
was catalogued. By 1925 there was 
gathered in the Forbidden City's Inner 
Palaces a vast wealth of riches in por- 
celain, bronzes, enamel ware, lacquer- 
ware, carvings, calligraphy, paintings, 
fans, curios and books — China's his- 
tory in art. 

Just seven years after the public first 
caught a glimpse of the country's im- 
perial ornaments, the Japanese were 
threatening to invade China. For safe- 
keeping, the weighty treasure trove 
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was wrapped and 
packed in 19,000 
crates and shut- 
tled to Shang- 
hai. Three years 
later, with the 
Japanese en- 
croaching, it was 
on the road again 
— this time for 
Nanjing, then Si- 
chuan, Guizhou 
and back to Nan- 
jing, zigzagging 
across the coun- 
try to protect the 
fragile, priceless cargo from the invad- 
Wing Japanese. 

In 1948-49, after the war, with China 
in turmoil and on the brink of com- 
#munism, the museum staff who had or- 

anised the moves south and west fled 

о Taiwan. They took the best of the 
imperial collection left in Nanjing, as 
well as the best of what had been left in 
WPeking. This last, dramatic move, in 
act, was the eighth or ninth in the col- 
Wection's long history. Museum staff at 
Khe National Palace claim that not a 
single piece was broken during the 
аш out of China. 

Having amassed and transported 

this enormous booty of art, the 











museum now has the onerous task of 
looking after it, and by far the largest 
part of its work centres on conserva- 
tion. Round the clock, museum staff 
administer intensive care to the frail 
heritage currently in their charge. 
Without their work, silk paintings 
would darken more quickly with the 
passing years, bronzes crack, carvings 
split. 


Tonne humidity and the 
amount of light — different each 
for lacquerware, paintings and pottery, 
for example — all have to be carefully 
controlled if decay is to be avoided or 
arrested. For this reason, visitors to 
the National Palace occasionally find 
themselves peering in the half-light at 
centuries-old landscape paintings: too 
much light would damage their deli- 
cate surface. Each of the several 
hundred thousand objects not on dis- 
play is carefully stored, resting on 
silk or cotton, in its own tailor-made 
box. 

Special permission to see a piece "in 
the flesh," and not behind glass, is 
sometimes granted to students and art 
lovers who apply in writing — but the 
rules are strict. With silk paintings, for 
example, the viewer is not allowed to 
touch or even talk in their presence. 












And a special mask must be worn so 
that the ancient material is not con- 
taminated by the viewer's wet breath 

As well as conservation, security is 
also of upmost importance: the 
museum's vaults could probably buy 
and sell many a self-respecting bank 
Staff shy away from putting a price on 
the collection, though they enjoy 
pointing up evidence of its enormity 
Ten years ago Sotheby's sold for 
US$1.2 million a piece of enamel ware 
very similar to one at the National 
Palace. Staff will tell you, modestly 
that they do not think all their enamel 
ware pieces — there are nearly 2,000 of 
them — would be as valuable 

In October the building and tidying 
up work at the museum will be com- 
pleted, and the diamond anniversary 
celebrations should begin with a great 
deal of pride and fanfare. The guests 
from abroad will see an unrivalled col- 
lection of Chinese art, and probably 
the biggest cultural export ever 
gathered in one place. They will not sec 
any guests from China. — HONOR WILSON 
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They do it with French helicopters. 


ET For many years now Aerospatiale has 
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been supplying Alouettes, Pumas, and just 


recently Dolphins to the firemen of Tokyo 
and Yokohama. They are Aerospatiale’s 
best customers in Japan. 





Introduced by Sony and Nozaki, 


Aerospatiale helicopters have established 
themselves as the best in the fight against 
fire, as well as in fields such as surveillance, 
rescue, and many other vital tasks. From 
transporting VIPs to TV news gathering. 


In America, the US Coast Guard will 


be soon using 96 Dolphins in all types of 
weather from Alaska to the Gulf of 
Mexico, for such duties as patrolling and 
rescue. 


For helicopters — as is the case for all 


our products - we work hand in hand 
with our customers to come up with the 
best possible solutions to their problems. 
Which goes a long way toward explaining 
why 80% of our sales are in foreign 
markets. 





Developing specific solutions for 
our clients problems, that's what makes 
Aerospatiale special. 


that's special.that's aerospatiale. 
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SINGAPORE GIRL, YOU PUT A SMILE ON THE FACE OF THE EARTH 





The People’s Choice. 
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HOW ТО COME OUT AHEAD IN THE YEARS AHEAD. 


For higher profits, lower operating costs, and The McDonnell Douglas heritage of quality 
better return on investment, few airplanes can and long-life design makes the MD-80 a reliable 
equal the performance of the MD-80. long-term investment. More than 1,500 DC-3s 
The MD-80 assures great savings in mainte- are still in service; and no comparable plane has 
nance and operating costs. It has the lowest seat a higher resale value than the DC-9. 
mile cost and lowest fuel consumption per seat The McDonnell Douglas MD-80. Already 
mile among all planes in its class. And one airline 32 airlines around the world are investing in it 
saved $1 million per plane per year in operating for a sound financial future. 


costs, thanks to its MD-80s. 
MCDONNELL 
DOUGLAS 


© 1985 McDonnell Douglas Corporation 








BUILD BETTER RETURNS 


Better Advice Means Better Returns From Real Estate Investments 


Search, Recommendation, Acquisition, 
Investment Monitoring and Asset Management, all 
from Citicorp’s International Private Banking. 

Whatever your objectives, when contemplating 
a substantial personal investment in real estate, 
Citicorp’s International Private Banking can help 
you achieve them. 

With over fifty years experience in helping 
wealthy individuals and corporations with their real 
estate investments, we have developed a high degree 
of expertise as property advisors and managers. 

For example, in 1977 a Citibank Advisory client 
invested in three proposed industrial buildings in 
California’s “Silicon Valley” (illustrated above). He 





started with US$1.075 million invested in a US$6.15 
million property. When the final, and third building 
was sold in 1984, the investor’s return of capital 
exceeded US$3.7 million, with an annual cash-on- 
cash return exceeding 16%. 

Of course, each property recommendation has 
its own investment characteristics, and not every 
one will perform in the same way. 

If you're a substantial private investor living in 
Asia, and if you would like advice about global real 
estate investments, contact International Private 
Banking at Citicorp — you will find it an interesting 
investment alternative. Call Hong Kong 5-8308724, 
Singapore 2210066, Tokyo (03)245-0575. 


CITICORP& GLOBAL INVESTMENT BANKING 
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those of Indian origin as non-tradi- 
tional, is proof enough of the Chinese 
intent in Singapore. 

Without proper representatives for 
the minority communities the Indian 
MPs chosen by the ruling party — os- 
tensibly to represent them — are un- 
able to do anything about it and, in- 
stead, appear to sell whatever birth- 
rights they may have to promote 
themselves with the Chinese. A glaring 
instance of this is sending their child- 
ren to learn Mandarin as a second lan- 
guage in schools rather than their own 
mother tongue. 

The fact that none of your readers, 


nor the Singapore Government, has | 


been able to rebut these, or take steps to 
correct them, seems to suggest an at- 
titude of: “So what, we are the major- 
ity and we will favour our own race 
and language.” 
Singapore 


Sabah liberties 


Suhaini Aznam's report on the Sabah 
affair [6 June] included certain state- 
ments which I found presump- 
tuous: 

» The intervention of Deputy Prime 


'FAIR-MINDED' 









| 


| 
| ence” to Mustapha is pushing it a bit | 
too far. 

Gateshead, England 











atuk M 
attributes to thefact that Datuk Harris 
Salleh indirectly supported Tunku 
Razaleigh Hamzah for the deputy pre- 
sidency of the United Malays National 
Organisation. Could it not be that he 


was upholding democracy and nothing | 


else? 


» While I can accept Tunku Abdul | 


Rahman (the first Malaysian prime 
minister — who is, after all, a member 
of the Kedah royal household) grant- 
ing an audience to Tun Mustapha 





Harun, for Prime Minister Datuk Seri | 


Mahathir Mohamad to "grant an audi- 


L. K. YUEN 


Rival innocents 
Kill and be killed [30 May] was ex- 


| tremely biased. Manik de Silva, who 


gives a detailed report of what hap- 
pened at Anuradhapura on 14 May, 
plays down the massacre of innocent 


"үр ARE See ee 
At EE у т J | 
Minister D usa Hitam Suhaini | states that “action was in reprisal for 


the alleged killing of 70 guerilla sus- 
pects by security forces at Velvet- 
titurai." The fact is that those killed by 
security forces were innocent Tamil 
civilians including women and ¢hild- 
ren. 

Colombo M. MOHAN 
e Manik de Silva replies: Mohan has 
taken the precaution of admitting that 
my report did refer to the Velvettiturai 
incident and the guerilla claim that 
Anuradhapura was a reprisal. The Sri 
Lanka Government has officially 
butted the allegation that “innocent 
civilians" were killed at Velvettiturai 
It is to be expected that the guerillas 
and their supporters will always claim 
that casualties in any military action 
against them are "innocent civilians" 
while the government will say they 
were "terrorists." In the absence of 
proof from either side, the objective re- 


re- 


| porter will confine himself to reporting 


Tamil civilians by the Sri Lankan army | 


(which is comprised of 90% or more 
Sinhalese) at Velvettiturai on 10 May. 

It is no secret that the Anuradhapura 
incidents were a direct result of the 
genocide of Tamils at Velvettiturai by 
the Sinhalese army. De Silva also 


the rival claims. 


Veteran pointer 


I am shocked to discover the writer of a 
column such as TRAVELLER'S TALES 
has not mastered the finer points of 
the international language 


pointee- 
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The Best 
For Sale in Australia! . 


Office Buildin 


100 Eagle Street, Brisbane, is a brand new office building offering an 
exceptional combination of prime locality and outstanding presence that is 


rarely evidenced in property investment. 

Occupying a prime position in Brisbane's "Golden Triangle"... the most 
dynamic sector of the Central Business District. Directly opposite the 
Riverside Centre, Stage І, of 50,000nv, to include the Stock Exchange and 
in proximity of AM P Stages I and IH of 60,000m2. 

100 Eagle Street is a striking new and prestigious 13 level office building 


of 4,592m* 


To coincide with completion, tenancy applications are only now being 
invited, thus providing total flexibility to meet the most exacting demands 


of the investor or owner-occupier. 


FOR SALE BY TENDER. TENDERS CLOSE 25/7/85. 
For the brochure, investment report and tender documents contact the 


joint selling agents. 
5-246080 
224-818 E VEN oo a: ae a 


Richard Ellis | 
Ray White — 


308 Elizabeth St, Brisbane 
Phone (07) 227 9227 


BKF 8496/SE/BI 
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Tel. Hong Kong ............. 5-216380/5 
Tel. Singapore. , i... cei. cies 


39 Baillieu 
£A Knight Frank 





222-1333 


97 Creek St, Brisbane 
Phone (07) 229 1577 
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INTERNATIONAL CENTRE FOR DIARRHOEAL 
DISEASE RESEARCH, BANGLADESH 


VACANCY 


ICDDR,B is a non-profit international institution situated in 
Dhaka, Bangladesh. Its aims are to conduct research and 
training in diarrhoeal disease and related subjects of nutri- 
tion and fertility, and to develop improved health program- 
mes for control of diarrhoeal disease in developing coun- 
tries. It is also involved in major demographic surveys. 














3 Candidates are being sought for the following position at P4 
UN level. | 


HIEF PERSONNEL OFFICER 


- Duties/Functions 
' The Chief Personnel Officer will be responsible to the Director for all 
Personnel Administration activities including planning, managing and 
coordinating the development, formulation and implementation of 
Olicies, plans and procedures. Currently, ICDDR,B has approxi- 
`` mately 1600 local employees and 50 internationally recruited staff. 


Qualifications/Experiences 


University graduate, preferably with post graduate specialization in 
public or business administration or psychology. 






















Ability to write reports ang correspondences succinctly алал асси- 
rately. 


Good knowledge of English and one other UN working БАДЫ. es- 
sential. 











psychological methods to the field of personnel administration. 


Post also requires the aptitude to develop quickly, a thorough knowl- 
edge of the policies, plans and regulations governing UN personnel 
administration. In addition, must be able to analyze and evaluate the 
-effectiveness of these policies and procedures. 

Minimum of seven (7) to ten (10) years of personnel management ex- 
perience in international personnel administration, preferably: ina de- 
veloping country. : 


Contract period: 3 years : 
This position carries a WHO (UN) based salary structure de- 


pending on ганса, experience and number of depen- 
dents. 


` <А detailed job description will be provided on request upon sub- 


















.. Chief Person 
. Bangladesh 


101 later than August 31, 1985. 
This position will be available b 


у December 1985. 












Thorough knowledge of the basic principles and practices of person- 
nel administration. Sound knowledge of practical application’ of : 







| longhouse. Actually, the photograph 


mission of applications and а detailed CV together with names. 
сапа addresses of З references, which should reach the Acting 
al Officer, ICDDR,B, GPO Box 128, Dhaka-2, .. 


pi £ У г 
at the historic Kyongju location 
a tourist map, screaming over and 
over again, “Kyongju,” “Kyongju,” 
"Kyong-ju! " The procedure is normally 
rewarded with an enlightened grin, à 
“Ah, ah, ah” and usually a direct routé 
to the desired destination. 
Pointee-talkee works any place in 
the world. GIs normally master the 
basics of the language very quickly and 
unselfishly share their knowledge with 
innocent locals, particularly young 
women. 
While still in the service and as- 
signed to Seoul, my family and I took 
the opportunity during the first 
weekend of our stay to casually stroll 
through the streets, When.it came time 
for lunch, my wife, being from Taiwan, 
was jubilant when shespotted a signin 
Chinese characters identifving a small 
Chinese restaurant.;Ilowas-not all sur- 
prised to learn that no onein the estab- 
lishment spoke Chinese and the menu 
was іп Hangul | 
Time and” again my. “wife attempted 
to order a few common dishes, but I 
quickly realised this was the first time 
she was in a country where she could 
not speak one of the native languages 
— and she knew. almost nothing about 
pointee-talkee. I then took charge, led 
the waitress by the hand around the 
small dining room and methodically 
pointed to a variety of dishes being 
consumed at the various: tables: We 
never did find out what we ate, but we 
thoroughly enjoyed our first local 
meal. | 
Veterans of .pointee-talkee. will 
quickly pass a word of caution to 
would-be world travellers who may at- 
tempt .to point to items on the menu 
and take their chances — be prepared 
for a meal of chicken feet, sea slugsand 
snake soup! | 
Taipei BILL ROVAN 
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Wrong longhouse 
Joe Fernandez’ LETTER. FROM LUBOK 
ANTU [30 May] features Fernandez’ 
colourful photographs of. an Iban 


shows a Bidayuh (Land Dayak) long- 
housein Kampong Benuk, not far from 
Kuching, the capital of Malaysia’ s 
















|- state of Sarawak: 


Harvard, Mass. RAYMOND D.LUM 





CORRECTION 
A processing error in Tangled. fishing fines 
[13 June] gave the impression thatan agree- 
ment between Kiribati and the Soviet Union 
could result in Moscow procuring fishing 
rights to Riribati's 200-mile exclusive eco- 
nomic zone to the exclu of other coun- 

dd 
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While some. Australian business leaders warn 
gloomily that Australians could soon be the 
poor white trash of Asia, others believe they are 
the region's great white hope, and that Austra- 
lia could be, as опе put it, the Switzerland of 


Asia. 


In FOCUS on Australía, Sydney bureau 


chief Hamish McDonald examines the chang- : 
ing mood of Australia, and the shift out of the 
shadow of the West. McDonald and other corres- 
pondents also report on Australia’s recent suc- 





cess stories, from financial deregulation to the 


tourism boom, and its problems, from falling farm 


: - profits to rising crime. Pages 45-80 


Cover photograph of one-day cricket match by R. Ellis/Scoopix. 





Page 14 

espite strong rapport between 
Indian Prime Minister Rajiv Gandhi 
and President Ronald Reagan, 


dhi's. high-profile visit to. 


ashington changed very little. 


Аз а ceasefire goes into effect, Sri 
Lankan President Junius Jayewar- 
;dene is confident that with New 


.| -Dethi’s help he can solve the Tamil 


“separatist problem by the end of 
tlie year. 


Page 34 

. The execution of a veteran Indone- 
sian communist leader — 17 years 

1 after his sentence was passed — 

|. has given rise to protests in the 

| West and also in Moscow. 


Foreign relations: Rajiv's winning ways 
Defence: New blood at the top. 
Sona Korea: The kid gloves come 

0 
Sri Lanka: The crunch months 

The guerillas unite 

Ч have to decide’ 
Thailand: Teaching the civilians 
Indonesia: The killing time 
Ecology: Chasing penguins 
Hongkong: The big backdown m- 
Papua New Guinea: Birthday curfew —_. 
New Zealand: Staying the 

course 
.. Philippines: Manila happenings 
China: The liberal swing 


Arts mmm : 














Page 36 

For the second time in a few 
months the Hongkong Govern- 
ment has backed down over legis- 
lation in the face of criticism that 
the proposed new laws were 
undermining the people's civil 
rights prior to China's resumption 
of sovereignty. 


Page 38 
Three very different political 
gatherings mark the Philippines 


| national. day, demonstrating the 


strains the, regime is under. 


Page 81 


Issel Sagawa, committed. to. a 
Tokyo -mental institution for a 


‘bizarre murder, becomes a literary 


hero. 


3 
tive, was mart ; 
ternational spirit. 


Page 86 

Japan's lone-wo 

Sanko Steamship, 

red and may need g 

help — but that would be an un- 
popular move. 


Page 88 
The collapse of Hongkong's Over- 
seas Trust Bank continues to re- 
verberate around the region. 


Page 92 

Thailand’ s chit-fund queen Mae 
Chamoy comes out of hiding with 
a promise to repay at least some of 
her debts. 


Pages 97-101 

Siam Cement, the biggest pro- 
ducer in Asean, has ridden out the | 
regional construction slump and 
diversified heavily under a canny 
management team. 


| Page 104 

A Japanese group plucks a key 
bridge-building contract from 
under the noses of the British — 
compétition. 


| 
| 
| 
| 
zr 
| 
" 
ў 
| 
| 
| 
| 





Cinema: Tokyo's celluloid overdose ^ 


succeeds despite inhibitions 1 82 


| Business Affairs Ш 


86 
87 


Japan shipping: Sanko's sea of red __ 
Enduring helmsman eee a 
Banking: A run for cover in Hongkong 
` and Malaysia . 88 
The rot spreads further noero B8 
Think the unthinkable in Tokyo -m 
Debts: The lady reappears in 
Bangkok 
Company profile/Siam Cement: For 
king, country and profit — 
When three is a crowd 
The bluest chip s. 
Overstreiched, егете 
Economic relations: Point, 
counterpoint in Tokyo sas 100 
Loans: Easy come, easy goin Peking 101 
Finance: Trust for ihe poorest from x 
IMF i | 102 
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| | Investment: Fall from grace . 
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Contracts: Japan over troubled: waters, 104° 
Policies: Saving to spendin China . 110. 
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The Sri Lankan Government 
aid on 18 June that the five 
major Tamil guerilla groups 
had all agreed to a ceasefire in 
heir struggle for a separate 
e (page 21). National Se- 
rity Minister Lalith Athu- 
athmudali said that gov- 
ament security forces would 
so honour the agreement. 
he warned that 30 minor 
'uerilla groups “may not have 
fot the message.” 

< Sources in Colombo said 
at it was believed India had 
ised its influence with the 
guerillas — who have their 
eadquarters in Madras — to 
gree to the ceasefire as а 
nove towards seeking a 
egotiated' settlement. The 
Ources suggested that any 
group which did not conform 
with the agreement would 
‘have’ problems" ` with the 
ndian authorities. | 
— MANIK de SILVA 


sia’s PPP 
a's patches 





























all quarrels are tradi- 
lly patched up, Indone- 
‘Home Minister Supardjo 
tam ^ brought together 
euding factions of the Mus- 
m-based United: Develop- 
ent Party (PPP) to heal a 
ear-long split (REVIEW, 13 
June) А five-point truce 
document keeps party presi- 
dent John Naro in place, but 
recognises a revamped PPP 
parliamentary delegation 
{purged of. Naro loyalists) 
which was declared by party 
chairman Sudardji. 

— LINCOLN KAYE 


The two Kims 

issue an ultimatum 

South Korea's two leading 
dissident figures — Kim Dae 
ng and Kim Young Sam — 
ave asked President Chun 


timetable for moves towards 
democratisation before the 
end.of this year or face what 
they described as an “unex- 
ected and unfortunate situa- 
“tion” early next year. Their 
“statement came amid indica- 
tions that 
might try to. disrupt next 
years Asian Games and the 
Olympic Games in 1988. unless 
Chun agrees to constitutional 


for direct presidential elec- 
EN | | 


Doo Hwan to publish a clear. 


the opposition | 


free press and free elections 
under a new electoral law. 


the need for Chun to give Kim 
Dae Jung complete political 
freedom which is now denied 
because. of a 20-year sus- 
pended prison sentencé on 
sedition charges. 

— SHIM JAE HOON 
Ver's Agrava evidence 
is ruled out of court — 


Evidence forming the back- 
bone of charges against 





position leader 


offered was Ver's testimony 
before the Agrava fact-find- 
ing board, which led to 
charges against Ver — who is 
on leave pending a verdict — 
as an accessory to conspiracy 
to murder Aquino. 

Presiding justice Manuel 
Pamaran ruled that the tes- 
timony of Ver — and of Met- 
ropolitan Command chief 
Maj-Gen. Prospero Olivas — 








amendments to pave the way. 


was inadmissible under rules 
against self-incrimination. 
The prosecution is expected 
on 19 June to respond to the 
court's ruling, possibly filing a 
special.action with the Sup- 
reme Court. GUY SACERDOTI 


Malaysia arrests banned 
SDP author Fan 


Social Democratic Party sec- 
retary-general Fan Yew Teng 
was arrested on 8 June under 
the. Malaysian Internal Secu- 
rity Act, charged with pub- 


lishing in his book Oppressors | 


and Apologists — 1,000 copies 
of which were confiscated 
from the printers some 16 
months ago — the prohibited 
text of-a speech he delivered 
before a student forum at 
Leeds University in Britain in 
1980... 

The offending article, Tro- 
jan Donkeys іп Malaysia, 
makes reference to various 
Malaysian and Singaporean 
leaders, including Prime 
Minister Datuk Seri Mahathir 
Mohamad and Penang Chief 
Minister Lim Chong Eu. Fan. 
who pleaded not guilty, in- 
tends to treat the matter as “a 
test case for freedom of ex- 
pression," and his lawyers 
-plan to.call the named leaders 
as witnesses... —SUHAINIAZNAM 






Kim Young Sam also spoke of 


| Philippine armed forces chief 
of staff Gen, Fabian Ver was 
disallowed on 13 June by the 
court trying 25 military men | 
and one civilian in connection 
with the assassination of op- 
Benigno 
Aquino. The evidence which 
the government prosecutors 
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' scandal. 














to invest US$125-500,000 


| previous quarter, "combined 


, Corp. (KDIC), a venture-capi- 


B : 
Dozens indicted in 
Taiwan bank scandal 
The’ Taipei District Prose- 
cutor’s Office brought in- 
dictments on 17 June against 
Tenth Credit Cooperative 
chairman Tsai Chen-chou and 
86 other bank employees for 
forgery, embezzlement and 
breach of trust in connection 
with the Cathay banking 
The indictment 
charges Tsai with orchestrat- 
ing the use of dummy borrow- 





each in small and medium- 
sized. companies, aiming tt 
promote technology develop- 
ment. " 

KDIC executive vice-presi- 
dent Yun Yeo Gyeong said 
“The IFC had wanted to in- 
crease [its] shareholding ir 
KDIC, but in the interests о! 
keeping the amounts held by 
different parties equal, we set- 
tled on this solution. IFC’s in- 
vestments in local companies 
will be in equal amounts tc 
those made by the KDIC, and 
on equal terms.” Other KDIC 


















ers with non-existent or over- 
valued collateral to obtain 
loans worth more than NT$6.2 
billion, (US$156.2 million) for 
affiliated companies in his 
branch of the Cathay empire. 
Tsai already has been sen- 
tenced to four 15-year prison 
terms for passing bad cheques. 
Exposure of the illegal loans 
at Tenth Credit in February 
led to a government takeover 
of both the cooperative and 
Cathay Investment & Trust 
Co., controlled by Tsai's half- 
brother Tsai Chen-nan. Seven 
government. officials, includ- 
ing the president of the 
Cooperative Bank of Taiwan, 
also have ‘been arrested on 


i 


suspicion of collusion in ER 


banking fraud. — CARL GOLDSTEIN 


Japan growth lowest 

in almost a decade 
Japan’s economy recorded a 
0.1% growth rate in the 


January-March quarter, the 
slowest since the first quarter 
of 1975, the Economic Plan- 
ning Agency announced. The 
poor performance reflected 
shrinking exports, down by 
1.7% in теа] terms from, the 
with modestly growing 
domestic demand, The slow 
first-quarter growth con- 
trasted sharply with rapid ex- | 
pansion during most of the 
previous nine months, when 
exports to the US were boom- 
ing. — CHARLES SMITH 


IFC to step up South 
Korean equity stakes 

The ‘International Finance 
Corp. (IFC) has announced 
that it will soon start to invest 
directly in South Korean com- 
panies in parallel with Korea 
Development Investment 


tal company founded in 1982 
in which IFC already holds a 
10% equity share. The IFC 
wil create а US$5 million 
equity line which willbe used 


Shareholders include the 
Asian Development Bank. 
— PAUL ENSOF 


China buying emerges 

at Colo tea market 
China made a surprise entry 
into the Colombo tea auctions 
on 11-12 June, buying 3 mil- 
lion kg of, broken orange 
pekoes and helping to boost 
prices by Rs 3 (11 US cents) to 


| Rs 5 a kg. The Chinese pur- 


chases were made through 
half a dozen Colombo tea-ex- 
port firms, including the mul- 
tinationals Brooke Bonds, 
Liptons and James Finlays. 
The buying was kept secret 
until it wasiconcluded. Colom- 
bo’. tea-industry ^ sources 
speculated that the Chinese 
were buying to make good 
doméstic-production short- 
falls and to ensure that for- 
ward export commitments 
were honoured. А 

Опе report said China may 
have been buying to service an. 
order it had won from Tunisia. 
Trade sources consider it un- 
likely that the teas were de- 
stined for the Chinese domes- 
tic market — though trade of- 
ficials in Colombo had been 
‘told demand ‘for. black tea in 
China was rising. On 18 June, 
the Chinese bought again, 

г = MANIK de SILVA 
Hongkong Land sells 
sior MES 

The Hongkong Land Co. has 
agreed to sell its Excelsior 
Hotel, in the Causeway Bay 
distriet of Hongkong Island, 
for some HK$830 . million ` 
(US$106.4 million) to Sin- 
gaporean interests. Hongkong 
Land will retain a minority in- 
terest for two years, as well as 
management of the property 
— Which is expected to ope- 
rate at about 90% occupancy 
this year. The Excelsior was 
first put up for sale in October 
1984, but was withdrawn.in 
January, since none of the pre- 








acceptabli 


liminary: bids were considered | 





. EAGER TO HELP 
Tokyo is prepared to discuss with 
Hanoi the restoration of aid to 
Vietnam, suspended after the 
invasion of Cambodia in late 
1978. Toshio Goto, the director- 
general of the Asian Affairs 
eau of the Japanese Foreign 
Ministry, will travel to Hanoi 
ometime in July, taking the place 
eputy Foreign Minister 
hinichiro Asao who cancelled 
plans to visit Hanoi in June, 
Tokyo says, due to illness. Goto 
will accompany Foreign Minister 
Shintaro Abe to regional 
соп 


sultations in Kuala Lumpur 
following the Asean foreign 
` ministers’ annual meeting on 11 
July — which may result in a new 
“i Asean appeal on Cambodia — 
"апа may travel to Hanoi 
' afterwards. Tokyo's willingness 
` to open the aid issue with 
Vietnam comes not long after 
_ Japanese banks have rescheduled 
ommercial credits to Hanoi апа. 
Kaiyo s Co.,anaffiliate of. . 
Niss i 
) the Finance 
for financial support for a 
. commercial joint venture 
roposed by Hanoi to develop 
ietnam'soffshoreoil 


BROTHERLY CONCERN 
hina'srepresentatives in 
: Hongkong have been extremely 
exercised over the failure of the , 
"Overseas Trust Bank (OTB) and 
аге anxious to minimise damage : 
to Hongkong 's financial stability. 
While making extensive inquiries 
into the circumstances of the 


MN THE WEEK f 


About 140 people were killed when à 
rebel bomb explosion wrecked a large 
building in Mazar-i-Sharif, rebel leaders 
in, Islamabad reported (16. June) 
Saboteurs destroyed 20 jet fighters at 
“Shindand, Moscow's largest and best- 
protected air base in Afghanistan, West- 
ern diplomats in Islamabad said (18 
June). 


Gen. Li Desheng, China's longest-serv- 
ing military chief, was relieved under the 
army's policy of retiring old commanders, 
the Defence Ministry said (17 June). The 
Basic Law Drafting Committee was offi- 
cialy established. The government an- 
nouriced the creation of a super«ministry 
of education and the appointment of eight 
new ministers.in.a major reshuffle. Five 








-agency sai 


bank's crash, they express 
disappointment that the 
Hongkong government did not 
inform the Bank of China earlier 
(though they concede that it 
would probably not have been 
possible to have mounted any 
joint rescue on the lines of the 
help extended to the Ka Wah 
Bank [page 88]). At thesame time, 
however, China's representatives 
wish to maintain a low profile. In 
particular they deprecate a 
headline in a local newspaper 
which reported the Hongkong 
director of Xinhua newsagency, 
XuJiatun, as having said that the 
OTB was "only the tip of the 


iceberg" when in fact he limited 


his comments to urging the 
government to detect and prevent 
certain Hongkong economic 
problems which may yet surface. 


ATIME TO QUIT - 

Datuk Rastam Hadi, 54, 
managing:director of the 
Malaysia's national oil 
corporation, Petronas, has 
tendered his resignation |. 
following disagreement with 
government policies. The 0 0 
resignation will take effect in 


October when his current 


vith the corporation ` 


ends. His decision was received 
pwith regret by the majority of 
board members including 


Petronas president Tàn Sri 
Abdullah Salleh and adviser to 
the board, former prime minister 
Tun Hussein Onn. According to 
Petronas and oil industry 
sources, Rastam has impeccable 





| and expect much of the | 


credentials for integrity and hig 
capability and will be diffi 
replace. However, he will n 
change his mind as long as the 


| present style of political 


influence on the corporation 
remains unchanged. 


GOODWILL GIFT 

As part of his reconciliation 
gesture to the British | 
Government after relations were: 
strained over Brunel's full 
independence, the Sulta 

Brunei has given £1 millioi 
(US$1.28 million) to four Br 
charities. His donations bà 
political aspect since he ge 
cheque to British Prime Mi 
Margaret Thatcher for her 

on. The fortunate charities — 
Help the Hospices, the Leonard 
Cheshire Foundation, Riding for 
the Disabled and the National 
Society for the Prevention of 
Cruelty to Children -— each 
received £250,000. 


THE REVERSE FLOW 
Negotiations are now in progress 
for the first transfer of Japanese. 
weapons technology to the US. A 
1983 US-Japan agreement 
allows for such transfer but 
contains no memoranda of 


| understanding on proc 


officials are hoping that t i 
would be completed by Octobe 
procedure 
used in the first transfer, which is 
regarded as a test case, to be 
formally adopted for the export 


| ofarange of Japanese military 


technology to the US. 





, youths convicted of hooliganism and de- 
stroying property during a soccer riot in | 
"May were sentenced to prison terms rang- | 


ing from four morith to two-and-a-half 


‚ years, it was reported (18 June). 


INDIA 


e Prime Minister Rajiv Gandhi arrived in. | 
"Washington on an official visit (12 June). 


Poli¢e in Calcutta shot dead six people ав 
they opened fire on robbers and a violent 


mob, United News of India reported (16 


June). 


PAKISTAN 
À legislative assembly in the Pakistan- 


administered part of Jammu and Kashmir | 


chose a new prime minister, giving theter- 
ritory its Hest elected government in al- 
most eight years; the official APP ne 

d (17 dune). A 


PAPUA NEW GUINEA 

Parliament extended unti 
the state of emergency in Port 
June), 


PHILIPPINES 

A court threw out the main 
against Gen. Fabian Ver and seve 
charged as accessories in the murder of 
Benigno Aquino (13 June). 


SOUTH KOREA 


ficials said (12 June). Separati 
a rail bridge in Northern;Provi 
tials said (16 June). 
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Although little is achieved, the Indian prime minister is a hit in the US 


Rajiv's winning ways 


By Robert Manning in Washington 


new generation of leadership 
A and a new generation in Indo-US 

relations: this was how a 
buoyant US State Department official 
described the significance of Indian 
Prime Minister Rajiv Gandhi's five- 
day state visit to the US. 

Although there were no break- 
throughs in what a senior US official 
called "a very successful get-ac- 
quainted visit," the Gandhi trip set an 
upbeat tone and removed the abrasive 


edge that characterised US-Indian re- | 
| National Press Club address that SDI 


lations during the tenure as prime 
minister of Indira Gandhi, Rajiv's as- 
sassinated mother 

During numerous appearances on 
US TV, addressing a joint session of 
congress, and in meetings with top of- 
ficials of President Ronald Reagan's 
administation, Gandhi left the impres- 
sion of a confident, well-briefed, non- 
antagonistic technocrat. Although he 
repeatedly made clear his differences 
with the US on issues such as US aid to 
Pakistan, Gandhi's emphasis on eco- 
nomic and technological cooperation 
overshadowed other issues. 

Since Mrs Gandhi's 1982 visit to 
Washington there has been a gradual 
improvement in relations, with the 


focus on economic and technical co- | 


operation. This process accelerated 
when the Reagan administration con- 
ducted a policy review after Vice-Pre- 
sident George Bush went to India in 
May 1984. That policy review resulted 
in a White House decision shortly be- 
fore Mrs Gandhi was murdered last 
October, to improve US technological 
ties with India. 

The White House initiative led to a 
memorandum of understanding 
(MOU) between the US and India. 
liberalising technology exports, the 
details of which were finalised in May 
when US Commerce Secretary Mal- 
colm Baldrige visited New Delhi. 


US officials have few illusions that | 


Gandhi will curb India’s close ties to 
the Soviet Union, but a senior US offi- 
cial expressed the hope that closer eco- 
nomic ties with the US would lead 
India to adopt “a more balanced post- 
ure” between Washington and Mos- 
cow. US officials were undeterred by 
the fact that Gandhi's trip to Washing- 
ton was preceded by his visit to Mos- 
cow. A senior US official dismissed the 
proposal floated during Gandhi's Mos- 
cow trip by new Soviet leader Mikhail 
Gorbachov of an Asian collective secu- 
rity scheme as "a recycling of the old 
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Gandhi and Reagan: hitting it off. 
a - 
















Brezhnev idea" and added, "it didn't 
have much resonance with the Indians. 
It wasn't even mentioned in their final 
communique." 

The Soviets could take some solace 
in Gandhi's repeated criticism of 
Reagan's "Star Wars," or Strategic | 
Defence Initiative (SDI), Gandhi indi- 
rectly criticised SDI in his speech to 
the US Congress, condemning “the 
militarisation of space." Then, after 
discussions with top Pentagon and US 
arms control advisers, Gandhi said at a 





adds “a totally new dimension to the 


n 4 











arms race" which will make disarma: 
ment more difficult. Gandhi addec 
that the technology was dangerous be- 
cause it left enormously complex deci- 
sions to computers "removing human: 
from the chain of decisions." 

Perhaps the one unexpected element 
during Gandhi's trip to Washington 
were his remarks on Afghanistan before 
the joint session of congress. *Outside 


| interference and intervention have put 


in jeopardy the stability . . . of the re> 
gion,” hesaid. “We are opposed to both 
foreign presences and pressures. The 
one is advanced as a justification of the 
Tm other. We stand for a 
political settlement in 
Afghanistan that en- 
sures sovereignty, in- 


tegrity and non- 
aligned status 
US officials reàd 


Gandhi's comments 
as a bolder than usual 
criticism of Moscow, 
though Gandhi him- 
self denied there was 
any shiftin India’s po- 
sition on the issue. A 
State Department of- 
ficial told the REVIEW: 
"It was not so much a 
startlingly new posi- 
tion, as the fact that 
Gandhi raised the call 
for a Soviet with- 
drawal from Af- 





DEFENCE 


By Mary Lee in Peking 


N ine new ministerial appointments 
were announced in Peking on 8 
June in the biggest shake-up of 
China's state leadership. since. 1982. 
The move is seen as a key step in the 
drive to promote younger, better edu- 
cated and more competent cadres. 
The announcement of the new ap- 
pointments by the National People's 
Congress Standing Committee fol- 
lowed shortly after reports of leader- 
ship changes in several provinces and 
a major restructuring of the People's 
Liberation Army to beundertaken by 









NEW BLOOD AT THE TOP 


China introduces younger ministers in a shake-up 
and the army is also restructured 


the State Central Military Commis- 
sion. 

The new ministers are aged be- 
tween 48 and 58 and all have some 
higher education. Heading the: list 
was Vice-Premier Li Peng (56), who 
will concurrently head a new State 
Education Commission, superceding 
the Ministry of Education. 

Other new appointments are Ding 
Henggao (54), Minister of the Com- 
mission of Science, Technology and 
Industry for National Defence, Li 
Tieying (48), Minister of Electronics 
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ghanistan before the US Congress.” 
Encouraging India'to play a more ac- 
tive role in pressing Moscow for a poli- 
tical solution to- the conflict in Af- 
ghanistan is a priority of the Reagan 
administration. The issue was raised 
during Gandhi’s meetings with top of- 
ficials in the Pentagon, State Depart- 
merit, and in a 30-minute private meet- 
ing with Reagan. US officials said that 
Gandhi would like to facilitate the re- 
solution of the Afghan contlict, but has 
not yet decided on any Indian initia- 
tive. "India is looking for ways for 
movement on the Afghan issue," a US 
üfficialsaid. The US also pressed Gan- 
dhi to play a more active role in resolv- 
ing the crisis in Sri Lanka (page 21). 
,iIn responding to Gandhi's criticism 
of US military aid to Pakistan, US offi- 
eials argue that a Soviet withdrawal 
and a political solution in Afghanistan 
would decrease Pakistan's security 
needs. A senior Pentagon official told 






































the REVIEW that there were 100 Soviet | 


cross-border raids into Pakistan last 
year, and 60 so far in 1985. US officials 
said they stressed to Gandhi that such 
tensions resulting from the Soviet oc- 
cupation of Afghanistan are counter to 
India's interests. 


lion aid package to Pakistan ends 
next year, and US officials are in 
the midst of discussing a follow-on 
programme. A major concern of Gan- 
dhi is Islamabad's request for E2C 
Hawkeye airborne early warning air- 
craft (AEW), The E2C enabled Israel to 
shoot down 75 Soviet-built MiGs dur- 
ing the Lebanon conflict without los- 
ing a single aircraft. There have been 
rumours, denied by US officials, that 
the administration may offer the AEW 
to India to counter-balance its aid to 
Pakistan. 
India has been interested in US mili- 


T he current five-year US$3.2 bil- 
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tary as well as civilian technolo; 
several years. The US Has be 
creasingly interested in prt 
military equipment to New De 
as a Pentagon official told the Е 
“We can't compete with the terms the 
Soviets offer — 2% loans, payment Im. > 
rupees and barter Most recently, In- 
dian officials gave US Undersetretàry. 
of Defence Fred Ikle a list of requests. | 
for sophisticated equipment w 
visited New Delhi in May. 
India expressed interes 





surveillance technology 
AEWs, combat aircraft, anti- 


marine weapons, and electronic wa 
fare systems. 

Along with a heightened interest.in 
India shown by US high-technolog 
firms, US military firms inctudin 
Grumman, Lockheed and Nort 
have been to India in recent months 
discuss possible sales, accordi 
well-placed US sources. The rece 
concluded MOU, “шо to Pen 

























DE ae ‘dual 
and military) items such as connie 

Although no major weapons 
tems sales are expected in the um 
mediate future, the Pentagon has been 
at the forefront of the US move to im 
crease technical cooperation. Penta 
gon officials say they have begun a 
"defence dialogue" with the Indiar 
military establishment. Thus far, b 
dian scepticism about the US as a re! 
able supplier, New Delhi's desire foi 
co-production rights, financing, a 
US security concerns have impede 
fetes ties. doi ue of uals 8 


Bex of ene л» sel if-suf i 
the production of military hardware. 
by the end of the century, 

It is difficult to predict the extent to 
which the US desire to gther 
technological ties to India and Gan» 
dhi's efforts to modernise will m 
and offset the negative elements in the 
Indo-US relationship. Reagan said of 
his meeting with Gandhi: "We hit it 
off," and clearly there is an 
cedented new inde in US-India rela- 
tions. But unless the US reduces its 
support for Pakistan, the contours of 
US-India relations are likely to remain 
circumscribed. 








» Salamat Ali writes from New Delhi 
Reagan is to pay a state visit to Indi 
and other South Asian couniries in 
January or February next year, it is re- 
ported in New Delhi. Indian officials in 
Washington with Gandhi were told by 
US Secretary of State George Shultz 
on 16 June, the last day of the visit, that 
he would be sending senior depart- 
ment officials to South Asian capitals 
shortly to discuss Reagan's program- 
me, п 
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| gloves come ofi 


With the militant opposition now well represented in 


parliament, Seoul's political scene springs to life 


By Shim Jae Hoon in Seoul 


p of the South Korean political 
scene who have expressed so much 
disgust over the opposition's meek 
parliamentary performance in the past 
had ample reason to be satisfied at last 
after the inaugural session of the new 
national assembly, which has just ad- 
journed. The dominant opposition 
party, the New Korea Democratic 
Party (NKDP), not only criticised Pre- 
sident Chun Doo Hwan's government 
and its policies on almost everything — 
from the economy to social inequality 
— it even managed to corner the ruling 
Democratic Justice Party (DJP) on a 
few issues, including the politically 
sensitive topic of Chun's personal style 
of leadership and the bloody Kwangju 
uprising five years ago. 

"This term is going to be a lot differ- 
ent from [that of] the last assembly,” 
thundered Pak Shil, a former jour- 
nalist who lost his job during the 
"purification" campaign during the 
early days of the Chun regime but was 
elected to the new assembly from a 
large working-class district in Seoul. 
He was quite right. Lee Won Hong, for 
example, the new minister of informa- 
tion and culture, came in for extensive 
criticism for limiting press freedoms, 
and for banning sales of books the gov- 
ernment considered too subversive or 
radical for students to read. 

On the issue of the civil disturbances 
which erupted in Kwangju in May 
1980, with citizens of that city taking 
up arms against government troops to 
press their demand for quick democra- 
tic reforms, the opposition mounted a 
tough and effective attack on the rul- 
ing regime. Among the contentious 
matters it raised was the official death 
toll of 191. Mun Chong Su, an NKDP 
lawmaker from Pusan, came up with 
new statistics compiled by the Kwang- 
ju city government which raised the 
possibility that the total death figure 
could be higher. 

The new NKDP militancy was evi- 
dent in other political offensives. On 13 
May when the assembly opened fol- 
lowing much behind-the-scenes bic- 
kering over its demand for a complete 
political reinstatement of opposition 
leader Kim Dae Jung (still under a 20- 
year sentence on sedition charges and 
so barred from conducting political ac- 
tivities), Chun delivered a keynote 
speech, only to be jolted by a demand 
that he hand over at least some of his 13 
subcommittee chairmanships. 

Chun, of course, rejected the de- 
mand, safe in the knowledge of the 
DJP's built-in majority, albeit largely 
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arrived at by electoral gerrymander- 
ing. But the NKDP now has — with 
help from the more moderate Demo- 
cratic Korea Party, which lost heavily 
in the 12 February elections — nearly 
50% of nationwide voter support as 
against the DJP's 35.3%. This popular 
backing no doubt encouraged party 
president Lee Min Woo. to make his 
“audacious” demand for more say in 
running the subcommittees. Lee ap- 
peared much more self-confident than 
hitherto and seemed to bask in the as- 
sumption of national support for his 
stand. 

The month-long session, heavily 
dominated by political issues, was re- 
markable for its coming to grips with 
what have previously been regarded as 
"taboo subjects" such as Chun's 
leadership and the influence of his im- 
mediate family members. Chun Kyung 
Hwan, one of the president's brothers 
who runs the Saemaul (New. Village) 
movement — responsible for a moder- 
nisation programme in the rural areas, 
which provide the bulk of Chun's sup- 
port — came under veiled but exten- 
sive criticism for ignoring the NKDP's 
demand for his appearance before the 
assembly to account for Saemaul's ex- 
ceptionally large budget. 


he president and his wife were at- 

tacked by Lee Chol, a student ac- 
tivist turned politician, for allegedly 
promoting business cronies. And Yu 
Song Hwan, another oppositionist from 
Taegu, questioned Chun's leadership 
by sharply attacking his appearance at 
a football game while the rest of the 
nation was caught up in the political 
tension over the student seizure of the 
US Information Service library build- 
ing (REVIEW, 6 June) 

Such criticisms would have been*un- 
thinkable during the previous term as 
opposition moderates were cowed by 
the then newly installed soldiers- 
turned-politicians in charge of the 
martial-law regime. They would have 
been even more inconceivable under 
the authoritarian regime of. assas- 
sinated president Park Chung Hee be- 
fore 1979. Park had two opposition 
legislators expelled from the assembly 
— one for alluding to him as a Hitler 
(the woman who made the comment is 
now back in the assembly) and another 
for asking that the US, Seoul's major 
pillar of military and political support, 
should put pressure on Park to put him 
on a course of democratisation. 

This drastic change in political at- 
mosphere has been brought about 


















Lee Min Woo: audacious voice. A | 


purely as a result of the 12 February 
elections. The NKDP's successes in 
major cities have left Chun politically 
on the defensive. Reliance on support 
from the military establishment is no 
longer enough to. hold at bay this new 
outburst of public desire for more say 
in the running of the country. 

In a caleulated show of solidarity, 
Chun's many parliamentary loyalists 
resorted to shouting insults from the 
floor or banging on the table to deter 
attacks from the opposition benches. 
Some members of the public who at- 
tended the assembly sessions express- 
ed "outrage" at these tactics. Many 
saw them as a lapse back to the bad old 
Park days of intolerance towards any 
political disagreement. The opposi- 
tion, however, was undismayed. “We 
don't mind these bad, old habits as 
they tell voters what the DJP really is," 
said one NKDP lawmaker. 

But if Kwangju has returned to 
haunt the government, progress had 
also been made to defuse the issue. De- 
fence Minister Yoon Sung Min, re- 
capitulating what. happened in the 
course of that city's insurrection, of- 
fered to accept the reporting of any 
more casualties "by whatever organi- 
sation, including by NKDP offices." 
His statement, despite glossing over 
the cause of the riots and their brutal 
suppression, seemed to lend credence 
to the government's assertion that 
casualties were no higher than the fig- 
ure already given by the authorities. 

In the light of the government's past 
policy of absolutely refusing to discuss 
any aspects of the Kwangju uprising, 
this represents considerable progress. 
The big question now is whether the 
DJP will agree to a bipartisan inquiry 
into the issue in the next regular ses- 
sion of the assembly in autumn. п 
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The great 
trade route. 


Europe, Asia, two vast mar- 
kets. A great trading tradition. 





From telephone systems in 
Stockholm all the way to ship- 
building in Shanghai, there's a 
billion opportunities. 

Banque Indosuez is in every 
country in Western Europe 
— we're the only French bank in 
the four Nordic countries — and 
we re in 22 countries throughout 
Asia and the Pacific. 

Ready to combine forces with 
you on the great trade route. 

Banque Indosuez, present in 
65 countries, opens up a whole 
world of opportunities. 
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The Canon A-200 Personal Computer 
runs all popular IBM PC 
compatible software. 

If you're in the market for a smart, fast, modestly 
priced computer that’s compatible wi 
PC, look no further. Canon has just ¢ 
ideal one 

The Canon A-200 Persona! Computer car 
hundreds of programs designed for the IBM Pt 
No modification is required. (Even the layout of the 
keyboard is compatible with the IBM PX 

And with its 8086 16-bit micro-process 
memory board and display adapter, the Canor 
A-200 can process complex dala in rex 


It expands as you expand. 

As your needs change, so can the A-20/ 
offers you five expansion slots. A printer inte 
asynchronous communication port and mini OV 
disk controller are built in. So only one siot is taker 
up, with a display adapter. That leaves four expar 
sion slots to use for optional hardware jdir 
IBM PC compatible boards. And with Canor 
memory expansion board, you can increase the 
standard 256K bytes to an enromous 512K byte 

You also have the choice of either a mono 
chrome or color graphic display unit, each w 
pedestals for easy adjustment. And, whe 
ready. Canon offers a full line of quality 


designed to meet any need 


The A-200 comes with Canon quality as 
a standard feature. 
Perhaps the best feature our new A 









































Computer has to offer can be summed 
word — Canon. Our worldwide reputation for quality 
and dependability has been earned in ever 
from sophisticated cameras to hard-workir o 
machines. So when you buy the Canon А 
Personal Computer, you know you'r ^ ў 
> а great computer, you're gettin 
‹ ompany to stand behind 
How much does all of this cost? A є har 
vou d expect 
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Regional Office in South East Asie 
Hong Kong: Jardine Ma 
Indonesia: Î 
Malaysia: M 
Philippines: [ 





Singapore поп Market 
Sri Lanka: Metropol! 
Thailand: FMA | 
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RAFFLES CITY CONVENTION CENTRE 


WESTIN HOTELS’ 
WORLD CLASS NEW MEETING PLACE, 
OPENING 1986. 
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computerised registration of 
delegates, electronic microphone 
management and voting systems, 
and closed circuit TV linking all 
the meeting rooms, to name but 
a few. 

Whether you are planning a 
meeting for 50 or 5,000 our 
professional full-time convention 


Raffles City Convention Outside, the Singapore experience 
Centre, together with the Westin awaits. Food hawkers at the local food 
Stamford and Westin Plaza, stalls. Prayers in Tamil at the Indian 
opens in 1986. It will be the most temples. Muezzins calling from THE 
comprehensive meeting, the mosques. Trishaw drivers 
convention and exhibition centre keen to show you the sights. IRIT 
— " And the rms ritual of 

tate-of-the-art meetings 7 Cantonese 
facilities abound: simultaneous FF. . Street opera. SINGAPORE 
translation in up to 12 languages, 5695 EN 
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services director and staff will Sa M. 
ensure your next meeting is your =o NY 
best meeting. It’s the time-honoured жаты NS 
service you've come to expect from ج‎ MM 
Westin Hotels. АЕ у: 
Delegates will appreciate guest B 
rooms decorated with natural 2 
ty 





woods, Italian marble and luxurious 
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fabrics — together with bedside : 

control of the motorised drapes and ЕЕ 

colour TV channels. ist 
Recreational facilities include a E 


fully-equipped health club, four 
air-conditioned squash courts, two 
swimming pools, six tennis courts 
and 20,000 sq. metres of superlative 
shopping. 
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It could be a decisive time as new moves are 
planned to try to break the Tamil impasse 


By Salamat Ali in Colombo 
S ri Lanka today has reached a make- 
or-break stage in its post-indepen- 
dence history, though few * people 
understand it. The new proposals to 
lure the Tamil population away from 
separatism are due to be formulated 
over the next four to six weeks. They 
will mark the point at which Sri Lanka 
either makes a beginning as a multi- 
ethnic, multi-religious and multi-ling- 
ual but united society, or goes deeper 
into the morass of violence and dis- 
unity. 

Following strong assurances of posi- 
tive support from India for the preser- 
vation of Colombo's constitutional 
structure in its present form, the Sri 
Lankan Government of President 
Junius Jayewardene is confidently 
predicting an end to the Tamil guerilla 
war in the Northern and Eastern pro- 
vinces within the current year. Prime 
Minister Ranasinghe Premadasa was 
quoted by the Sri Lanka Broadcasting 
Corp. on 3 June as saying: "There shall 
bea noticeable change for the better in 
the violence in the north within the 
current month." The same day, the in- 
formation minister declared: "Before 
the end of this year, we should be able 
to put this nightmare of terrorism be- 
hind us." Jayewardene is equally con- 
fident. 

But so far no one has speculated on 


what could follow in the case of failure 
of the next round of negotiations be- 
tween all the concerned parties, which 
could be too horrible to contemplate 
The Minister for Rural Industrial 
Development and chief of the powerful 
Ceylon Workers' Congress represent- 
ing Tamil plantation workers of Indian 
origin, S. Thondaman, told the REVIEW 
on 6 June: "I do not know what has 
happened in New Delhi [at the summit 
between Prime Minister Rajiv Gandhi 
and Jayewardene| beyond what has 
been reported in the newspapers. But it 
is said that there is to be a truce and I 
do not know what happens if India 
fails to persuade the Tigers [one of the 
Tamil guerilla groups] or if the govern- 
ment here does not agree to what is 
wanted by the other side." 


E a separate interview the same day, 
National Security Minister Lalith 
Athulathmudali who participated in 
the New Delhi talks, said: “The New 
Delhi talks amount to turning a new 
leaf, but how far all that will go would 
depend on so many factors and for that 
reason is unpredictable. In my talks 
with Narasimha Rao [the Indian de- 
fence minister], we agreed that there 
should be a political solution. We 
know India is worried by the terrorist 
camps in Tamil Nadu and considers 





indian MPs: protest against Tamil killings. 
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them a potential threat to itself 
also. It can. see, if 15 million 
Tamils can set up a state [in Sri 
Lanka], so can 55 million Tamils 
[in India]. " 

Athulathmudali is correct in 
his surmise, for according to im- 
peccable sources, Gandhi has 
argued to his own colleagues and 
advisers that faced with separat- 
ist terrorism both in northwest 


and eastern India, and deter- 
mined to preserve national integ- 
rity at any cost, New Delhi can 
not sympathise with any sepa- 
ratist sentiment in any neigh- 


bouring country. For that reason, 
at the opening of their talks on 2 
June, he told Javewardene that 
India neither supported Eelam 
(an independent Tamil homeland 





carved out of Sri Lanka) nor 
wished. to destabilise the island 
either overtly or covertly 

He further said he saw the 
ethnic conflict as Sri Lanka's 
domestic affair in which India 


had no role to play. India got in 
volved only because of two fac- 
tors. First, the 100,000 Sri Lan 


kan Tamil refugees who were in 


India’s Tamil Nadu state and secondly, 
the internal repercussions they caused 
in India’s domestic politics 

Gandhi further assured Jayewar- 
dene that any settlement that will have 
to be reached was exclusively an айай 
of the government of Sri Lanka and the 
Tamil community. India had no role to 


play in determining any solution. AH 
India could do was to help as much asit 
could from the sidelines. He further as- 
sured the Sri Lankan ıt that 
India fully supported Sri Lanka's na- 


preside I 


tional unity and its constitutional 
structure 
andhi is said to have been told by 
his advisers that an average Sri 
Lankan Tamil was not sold on Eelam 


and wanted nothing more than a share 
in the power structure of Sri Lanka 
and a reasonable amount of autonomy 
for his region. Since this view has pre- 
vailed, India has given a tacit assur- 
ance to Sri Lanka that it would tighten 
the screws of the Sri Lankan Tamils in 
India and bring about a noticeable 
change in the guerillas’ activities, pro- 
vided the Sri Lankan armed forces also 
suspended their "search and destroy" 


operations and eventually pulled out 
of the Tamil areas 

However, there has been an insis 
tence on a specific time-frame for the 
de-escalation, and for restarting a po- 
litical dialogue, in which India has as- 
sured its good offices in persuading all 
relevant Tamil interests to participate 

India is also to lend a helping hand in 
persuading the Tamils to give up then 
concept of a traditional homeland 
comprising the Eastern Province and 
the Northern Province and accept a 
solution within the unitary format of 
the Sri Lankan Constitution. This 


would! mean the Tamils would have to 
give;tip.their demand for a link be- 
tween«the Northern and Eastern pro- 
vinees and be content with devolution 
of-Mihatever powers are negotiated for 
the|proposed provincial; councils, as 
separate and not inter-linked entities. 

With) the credibility as well as the 
gaad- intentions of the Jayewardene 
administration questioned by the 
Tamils; India has committed itself to 
an.uphill task. With some justification, 
the: Tamils have complained of post- 
independence rejection of their com- 
munity, deprivation of their right to 
use meaningfully the Tamil language 
in schools and in dealing with the ad- 
ministration, a systematic bias against 
Tamil: economic interests, massive 
population transfer of the majority 
Sinhala community into the Eastern 
Province and finally an attempt to 
eliminate the Tamils physically. 

Despite the misery it has caused to 
their own community — and 
Athulathmudali concedes that the 
people in the Northern Province “are 
having a very rough time" — the 
guerillas have achieved their first ob- 
jective in that area. The Northern Pro- 
vince has virtually no administration 
and Colombo's authority is represent- 
ed only by a few army camps. Accord- 
ing to one top Sri Lankan leader in Co- 
lombo, there are no more guerilla oper- 
ations in Northern Province now be- 
cause everything that could be des- 
troyed has been wiped out and for 
that reason the guerilla operations are 
now centred upon the Eastern Pro- 
vince. 

The Eastern Province has been the 


By Mohan Ram in New Delhi 





he Sri Lanka-India accord earlier 





this month on the need to defuse 
the situation in the island republic 
should bring little cheer to the Mad- 
ras-based exiled leaders of the Tamil 
militant organisations fighting for 
secession. It means stepped-up In- 
dian pressure on them to discontinue 
the guerilla campaign, abandon their 
goal of a separate Eelam state, and 
join the search for a political settle, 
ment within the Sri Lankan 
framework. : 

Subdued by this setback, the feud- 
ing groups have fewer illusions about 
New Delhi's support now, and are 
trying to overcome their own differ- 
ences їп а changed strategic environ- 
ment. . , 

The steps promised by India to help 
solve theethnic issue in Sri Lanka are 
not known. But the very day after his 
2-3 June summit with visiting Presi- 
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Jaffna Tamils: questioning good intentions. 
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bone of ethnie contention almost ever 
since the birth of an independent Sri 
Lanka. Various governments have 
been gradually implanting a Sinhalese 
community into this erstwhile Tamil 
majority province which is not only Sri 
Lanka's rice bowl but also home to the 
strategic Trincomalee— the biggest 
natural harbour between Australia 
and Africa 


he demographic structure of the 

three districts comprising the pro- 
vince by now is totally different from 
what it was at the time of indepen- 
dence. Trincomalee now has 30% Sin- 
halese population, 33% Tamils and 
29% Tamil-speaking Muslims who ac- 
cording to Athulathmudali are now 


The guerillas unite 


In the face of indications that the Indian authorities will 
crack down on them, the Tamil groups try to get together 


dent Junius Jayewardene, 
Minister Rajiv Gandhi told New 
Delhi-based American journalists 
that India was totally opposed to the 
Eelam demand, had restricted the ac- 
tivities of the Tamil militant groups 
substantially and had been persuad- 
ing them to desist from violence. The 
Indian authorities had confiscated 
USS$4 million worth of arms from the 
militants, he said. 

The shift in India's attitude to the 
militants was evident in March. At 
the end of India's Foreign Secretary 
Romesh Bhandari's visit to Colombo, 
a Sri Lankan Government press re- 
lease. claimed there was agreement 
that.“cessation of all acts of violence" 
was necessary to create an atmos- 
phere for the resumption of the stall- 
ed dialogue on the ethnic issue. 4, 

Opposition parties charged the 
Gandhi government with betraying 


Prime 











totally lost to Eelam because of recent 
Hindu-Muslim riots. The non-Muslim, 
Tamils are predominantly Hindu. In the 
other two districts, Amparai has 41% 


"оу 


| Muslims, 37% Sinhalese and only 20% 


Tamils, while Batticaloa has 70% Tar 
mils, 24% Muslims and 3% Sinhalese; 
The ethnic composition of the East- 


| ern Province Һат аё Muslims the 
| deciding factoriand for that reason exs 


tremist Tamils allege that the recent 
Hindu-Mushm riots were engineered 
by Colombo to bring the Muslims and 
Sinhalese on to the same side. How- 
ever, Muslim-Sinhalese clashes are 
also equally well known. Right now 
Eastern Province has separate refugee 
camps for Tamils, Sinhalese and Mus- 
lims. E 


the Sri Lankan Tamils because India 
was equating alleged Sri Lankan 
army violence against innocent peo- 
ple with the guerilla resistance. The 
government virtually denied there 
was any such equating and tried to 
convince parliament that there was 
no change in its attitude. 

But coinciding with Bhandari’s 
visit was the interception by the In- 
dian Coast Guard of a speedboat 
laden with arms heading across the 
Palk Strait to Sri Lanka. More sensa- 
tional was the seizure by the Madras 
port customs of a consignment which 
included 300 sten guns and 1,400 
bolt-action rifles meant for the 
guerillas. All this lulled the groups 
into temporary immobility- апа 
helplessness. 


oon followed the formation of the 

Eelam National Liberation Front 
(EPNF) by four of the five major 
groups. This alliance comprises; the 
Liberation Tigers of Tamil Eelam, 
acknowledged to be the strongest and 
best-organised.| group; the Eelam 
People’s Revolutionary Liberation 
Front; the Tamil Eelam Liberation 
Organisation, andthe Eelam Revolu- 





Jayewardene: committed and confident. x 


Athulathmudali told the REVIEW 
that except for the Tamil Tigers, the 
other four guerilla groups are inactive 
in the Eastern Province. However, he 
said that of late there had been an in- 
crease in the number of terrorists and 
also that there had been a marked im- 
provement in the weapons they carry. 
Apart from automatic weapons, they 
have rocket launchers, land mines and 
various types of grenades. About the 
security forces' own preparedness, he 
said: "We have enough strength for a 
holding-on operation but not for à 
cleaning-up operation to restore nor- 
malcy." 

Manpower shortage is a serious con- 
straint. For instance, in job-hungry 
Sri Lanka, the police has 5,000 vacan- 







tionary Organisers. Surprisingly the 
People's Liberation Organisation of 
Tamil Eelam (Plot), which had a 
pivotal role in the unity efforts, 
stayed out of the alliance. A. S. 
Balasingham, spokesman of the new 
front said the unity among the four 
groups meant political and military 
coordination. 

India's attitude to these groups is 
less ambiguous after the New Delhi 
summit because the joint statement it 
yielded clearly reiterates what Co- 
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cies, with no more than 50 applicants. 
The lack of response is despite en- 
hanced pay and allowances and a spe- 
cial allowance doubling salary in ope- 
rational areas. The family of each 
policeman killed is given Rs 100,000 
(US$3,670) in compensation plus the 
salary of the rank above the one held, 
for the period up to the policemen's re- 
tirement date. The same benefits are 
not allowed to members of the armed 
forces and for that reason are a cause of 
resentment among them. 


he abnormal situation has forced 
Colombo to adopt abnormal mea- 
sures, including the enactment of the 
draconian anti-terrorist law, a law 
against spreading rumours and re- 
cently a law banning entry of outsiders 
into any school premises. 
Jayewardene in May told his party 
he would not hesitate to impose mar- 
tial law should he find it necessary. He 
created a joint operations council with 
himself as its chairman and the prime 
minister, the national security minis- 
ter and some other officials as its mem- 
bers. The bureaucratic king pin of the 
council as well as of the administration 
is G. V. P. Samarasinghe, known for his 
dislike of communists, Tamils and In- 
dians. At the same time, Maj.-Gen. 
"Bull" Weeratunge, a relative of the 
president, has been appointed general 
officer commanding joint operations. 
He is answerable directly to the pre- 
sident and is to command the chiefs 
of the army, navy, air force and po- 
lice. 
The "grand old men" of Sri Lankan 
politics now in opposition speculate on 


lombo had claimed earlier: the two 
sides “agreed that all forms of vio- 
lence should abate and finally cease." 

None of the groups has criticised 
India for this. But an interesting 
sequel to the summit was the an- 
nouncement by K. Umamaheswaran, 
leader of Plot, that the “combined 
army of Tamil Eelam” was ready and 
once the arms were acquired the bat- 
tle for “liberation of Tamil Eelam” 
would begin. There was no question 
of his organisation laying down its 











what is to happen soon. Colvin R. de 
Silva of the Lanka Sama Samaja Party 
told the REVIEW: "You have comeat the 
penultimate stage when one of two 
things seems inevitable — either mili- 
tary rule ora civilian dictatorship rely- 
ing on the army. The reason the presi» 
dent talks of martial law is theincreas- 
ing resentment over the government's 





failure to provide security, a conclu- 
sion drawn following the Anuradhap- 
ura massacre. There is also the factor 
of the Buddhist clergy, some of whom 
are saying this government cannot 
govern. Whatever is happening in the 
north and east cannot remain confined 
indefinitely to those regions alone.” 

Communist Party chief Pieter 
Keunaman, however, argued that the 
talk of martial law was a mere threat, 
but hastened to add: "But who knows 
what is happening in this period of un- 
certainty." He further argued that 
Jayewardene had shown his power by 
dismissing industries minister Cyril 
Mathew, considered very powerful, 
and doing so without any consequence 
either to himself or his party 

Diplomats in Colombo agree with 
Keunaman's assessment and rule out 
the possibility of a military takeover. 
According to them, the schism within 
the officers corps and between officers 
and men, as well as an almost total lack 
of any military traditions, make a coup 
a very remote possibility 

Although some cynics argue that the 





current flurry in favour of a political 
settlement is due to the usual annual 
pre-aid-Sri Lanka consortium meet- 
ing scheduled for 20 June, there is 
every reason to believe that Jayewar- 





arms and it was for the Sri Lankan 
Government and its army to lay down 
its arms first. 

Significantly, Plot is the closest of 
the groups to the moderate Tamil 
United Liberation Front (TULF) 
which is a political party and the only 
Tamil organisation represented in 
the Colombo talks for a political set- 
tlement which broke down in De- 
cember 1984. India wants the milit- 
ant groups to be associated with any 
new talks to be initiated by Jayewar- 
dene. The TULF favours it too and 
has offered to take up with these 
groups any proposals Jayewardene 
might make. Its secretary-general, 
Appapillai Amirthalingam, has said 
that Plot would soon be joining the 
other four groups which now com- 
prise the EPNF and since unity 
among the militant group was “al- 
most a reality,” their participation in 
future talks will not pose a problem. 

Jayewardene does not favour the 
participation of the militant groups, 
but then any accord with the TULF 
will lack legitimacy unless endorsed 
by the militant groups: thus it is a 
question of these groups becoming 
part of a new political equation. 
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. dene's quest is far more than a put-up 
show for the donors anxious to know if 
the guerilla war is going to escalate or 
die down. The current year's budget 
was to have a surplus of Rs 1.7 billion 
that was to go towards repayment of 
borrowings from the banks. Instead, 
due to a shortfall of Rs 2 billion in tea 
prices and an additional provision of 
Rs2 billion to the 12,000-strong armed 
forces, the current fiscal year is to close 
with a net deficit of Rs 4 billion. Be- 
sides, apart from Sinhalese public 
opinion, the Mahanayakas — the high- 
est ranks among the local Buddhist 
clergy — have called for a settlement 
with the Tamils. According to de Silva, 
the Buddhist clergy recently contacted 
guerilla leaders in Madras and found 
them agreeable to joining a political 
dialogue at any place other than India 
and Sri Lanka, preferably Singapore. 
Also, as former prime minister 
Sirimavo Bandaranaike remarked to 
the REVIEW with a great deal of sorrow: 
*Look what is happening to a peaceful 
people and this peaceful island. 
| Buddhists are perhaps the only people 
- who have never fought to preserve or 
propagate their religion, because 
ighting for defence of the faith is not 

known to us.” 










































































ri Lanka's President Junius Jaye- 

wardene is confident that Indian 
Prime Minister Rajiv Gandhi will re- 
spond positively-to his request that 
India cracks down on Tamil separatist 
guerillas operating out of southern 
India. | 

With this, he is hopeful that he can 
end the ethnic crisis in his country by 
the end of this year, he told the 
REVIEW's Salamat Ali in an interview 
on 7 June. 

He also said that he will dismiss any 
of his ministers who do not accept his 
plan of action, which he will put before 
parliament. If the peopleof the country 
do not accept his plan, he is ready to 
resign, he said, but he issure he will not 
have to. 

In his first interview after his meet- 
ing with Gandhi in New Delhi on 2 and 
3 June, Jayewardene emphasised he is 
the master in his own house and would 
not brook any opposition from any 
quarter to any decision he might make 
in order to settle the separatist prob- 
lem. 

"I am confident I will get over it. I 
shall listen to the Tamils, the opposi- 
tion parties, the clergy, the Indians, my 
own ministers and partymen and 
everybody else who has anything to say 
on the matter. But it is I who shall have 
to decide what is right. Once that deci- 
sion is made, it will have to be sup- 
ported by a majority in the cabinet. 
Those who do not support it will have 
to go." " 

“We had difference of opinion in the 
cabinet over the formula put before the 
all-parties conference. That was the 
reason [Industries Minister Cyril] 
Mathew left us. If Icould do that then, I 
can very well do it now. Let that be 
understood clearly. 

“After the cabinet, the decision will 
have to be supported by a majority in 
the .parliament,” Jayewardene con- 
tinued. “But under our constitution, I 


x 





} W hat happens in Sri Lanka over the 
next few months will be determin- 
ed largely by Jayewardene's ability to 
satisfy the Tamils on the issue of au- 
tonomy. The sticking points at the last 
all-parties conference were the powers 
Colombo was to give to the proposed 
provincial coordination councils, the 
powers of the councils to control local 
administration including recruitment 
—— and posting of the police and above all 
—. the powers of the council to distribute 
lands, a highly sensitive point in East- 
ern Province. 

The Tamils suspect that Jayewar- 
dene aims at securing Eastern Pro- 
vince and leaving the arid Tamil- 
dominated Northern Province to its 
own devices. The Northern Province 
by itself would be too small and re- 
sourceless to sustain independence 
and would be forced to its knees to ac- 
cept whatever Colombo might offer. 

With India providing help in the 
background, Jayewardene had a good 
chance of arriving at a settlement. In- 
dian Foreign Secretary Romesh Bhan- 
dari on his last visit to Colombo met 
Mrs Bandaranaike and told her she is 
highly respected by India and valued 
as a friend but that the issue sought to 
be settled now was above all those con- 
siderations and she was expected to 
lend a helping hand. 

However, with all this help, if 
Jayewardene is unable to settle the 
issue, Gandhi would be hard put to ex- 
plain it away to his own southern 
d states which are dominated by parties 
E other than his own. His massive man- 
` date from the north may not prove suf- 
ficient to stick to the policy of 
strengthening Jayewardene's hand. p 
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Sri Lankan troops: soon ready to face the chal E 


‘| have to decide’ 


President Jayewardene makes it clear he will make the decisions 
on the fight against the guerillas and will be obeyed 







have the power to dissolve the parlia- 
ment and if it is dissolved, there is none 
but myself again who has to decide and 
implement. I am helpless only if the 
people turn against me. In that case I 
shall have to step down and let the peo- 
ple elect whoever they think will tackle 
the issue better. But I am sure it will 
never come to that and I will get over it 
within this year. 

"The people want us to win the war 
[against separatism]. They will 
applaud if we win and hate us if we 
lose. It should be understood that I 
cannot go against the interests of the 
Sinhalas as also of the majority of 
Tamils." 

Asked at the opening of the inter- 
view if he agreed that mutual mistrust 
was the bane of inter-state relations in 
South Asia, Jayewardene said that the 
sheer geographic and demographic 
size of India, as well as the size of its 
armed forces, were disconcerting for 
its neighbours. “For instance, we are 
15 million compared to India's 800 mil- 
lion. There are 55 million in Tamil 
Nadu alone. Besides, until recently, 
India's attitude towards us was totally 
partisan and for that reason we never 
minced words in saying what we 
thought of India. In our parliament, 
India was called a bully." 


his factor had to be understood by 

India and it would have to help its 
neighbours to overcome their misgiv- 
ings, he said. “So faras I am concerned, 
I am not afraid of India or an Indian in- 
vasion. We shall fight if it comes. I shall 
not be bullied. But I am satisfied that 
there is a change now. Rajiv Gandhi 
understands his neighbours’ point of 
view and the basic problem. He is try- 
ing to overcome this problem.” 

Asked what he had achieved by his 
Indian visit, the president said: “Let 
me make it quite clear. I did not go to 
ask for any help. All I told them was 
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two apostles of non-violence — 
Buddha and [Mahatma] Gandhi, and 
that India could not possibly condone 
violence directed from their territory 
against anyone. I gave them a draft law 
stating we would jail or give even 
worse punishment to anyone [in Sri 
Lanka] indulging in violent activity 
against India. My expectation is they 


‚ will adopt a similar law. That will end 


| the 


complications of extradition 


' treaties or whatever.” 


Asked if India had indicated what it 
would do, he replied: "If not. what 
was the whole exercise about? Why did 


| I go there? They said they will examine 


the draft, because the constitution is 
involved and they have to examine it 
against that." He said he had discussed 
with the Indians the guerilla camps in 
Tamil Nadu. 

“We showed them statements from 
the terrorists made in India and meant 
for destabilising Sri Lanka. We even 
showed them films of terrorist training 
in camps in Tamil Nadu. They said 
they will look into it." 

He was asked if it was agreed that 
India would persuade Tamil leaders to 


| pressurise the terrorists to scale down 


their activity and that the Sri Lankan 
army, too, would ease its operations to 
create a climate for restarting the 
dialogue. He replied: "The terrorism 
must not only scale down, it must 
cease. On my part, I promised the 
armed forces here will reciprocate. 
How can there be a dialogue without 
cessation of violence? Any military ac- 
tion has to be faced only militarily. The 
Tamil United Liberation Front [TULF] 
cannot agree to any solution unless it is 
no longer afraid of the terrorists." 

Asked what had led to the break- 
down of the last all-parties conference 
on the Tamil issue, Jayewardene ar- 
gued that the meeting took place 
against a backdrop of continuing ter- 
rorism. In that atmosphere, the TULF 
had promised to return with its propo- 
sals on the powers of the provincial 
coordination councils he had proposed 
to set up. However, the councils were 
conditional upon the TULF giving up 
its demand for separation. The Tamil 
leaders, being afraid of the terrorists, 
turned round and declared that they 
found his proposals totally unaccepta- 
ble, he said. 

Jayewardene emphasised that his 
proposal did not envisage any link be- 
tween Eastern Province and the 
Northern Province, the two provinces 
Tamils in Sri Lanka describe as their 
traditional homeland. He further em- 
phasised that he would not agree to it 
even now. However, he said that mat- 
ters such as provincial coordination 
councils' financial powers, their con- 
trol of administrative services includ- 
ing police and such other issues were 


negotiable. 
Asked for his comments on former 
prime minister Sirimavo Ban- 


daranaike's remarks to the REVIEW 






the Tamils, raised their Hopes с так- 
ing promises he did not keep and then 
mishandled them leading to the pre- 
sent situation, he said: “She will have 
to give details of where I was soft. In 
fact I have not conceded anything that 
she or her husband [the late Sir Sol- 
omon Bandaranaike] had not conceded 
to the Tamils. In the Chelvanayagam 
Bandaranaike pact, her husband as 
prime minister had conceded a link be- 
tweet Northern and Eastern pro- 
vinces. I have not done so. Mrs Ban- 
daranaike herself had agreed to pro- 
vincial coordination councils. Where 
have I gone any further?" 


sked if he would remove Mrs Ban- 
daranaike's disqualification from 
electoral politics in order to forge a na- 
tional consensus on a settlement with 
the Tamils, the president replied: "The 
leader of the Sri Lanka Freedom Party 





^ 
Indian Tamils: demonstrating to end the conflict. 











Lets 1 the рей affected by the. 
clone, but he had not visited any 
fugee camp in his own country. 

“She is wrong. I have done it and 
keep doing it. I do not publicise it for I 
do not mean to play politics by such аё 
tions. Because of the communal divide, 
it is a sensitive issue in this country. 
One day you visit one camp and that 
creates misunderstanding elsewhere, 
Sitting in her drawing room, Mrs Ban- 
daranaike can play politics. I cannot, 
for I am in the midst of a war. When 
Anuradhapura occurred, I sent one of 
my senior ministers there the next day. 
That day I was sitting in the army 
headquarters all the day, because we 
had some reports which did not prove 
correct later." 

On the involvement of clergy with 
political matters, Jayewardene said: “I 
see no harm, because as citizens 
monks. too have their right. But we 
cannot agree to the proposal that they 
guide us on necessary mea- 
sures to overcome the 
problem. They had come to 
me and I had asked them if 
they could decide to buy 
weapons that would kill 
hundreds or even thou- 
sands offiuman beings or if 
they could order a terrorist 
hanged. They said no to all 
that. I am for their parti- 
cipation in finding a politi- 
cal solution. A military 
situation requires a mili- 
tary solution. What сап 
the clergy do in such a 
situation? Whatever the 
clergy or Mrs Bandaranaike 
might say, the assertion 
of popular will has to be 
by me and the parliament 
and not by an outside 
forum." 

On the state of his armed 
forces the president said: 
“We had a token army and 
were not prepared for the 
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will be consulted for a national con- 
sensus, but her disqualification is a 
matter personal to her. It is, not related 
to the need for a national “Onsensus. It 
is my prerogative to restore her civic 
rights and I shall considerit t'ai ap- 
propriate time.” 

Jayewardene agreed that before the 
terrorist attack on Sinhalese, includ- 
ing pilgrims, at  Anür adhapura 
(REVIEW, 30 May), the majority com- 
munity had no feel for whatiwas going 
on in the Tamil areas, but that the at- 
tack had changed that and now the 
people here wanted a political settle- 
ment. “But remember, I have always 
wanted a political settlement and I 
have been trying for it all along.’ 

e was asked to respond to-à Adim 
by Mrs Bandaranaike that he visited 
Afghan refugee camps during his re- 
cent visit to Pakistan, and that during 
his recent visit to New Delhi, he flew 
with Gandhi to Dhaka to express sym- 





situation. Now we are short 
of men but by now we have adequate 
weapons. We are training and soon 
shall be able to meet the challenge 
militarily." 

Asked about the debilitating effects 


of terrorism on the economy, Jayewar- 
dene replied: “There has not been 
much adverse impact so far. Tourism is 


affected. The massive development 
plans we had for the Northern and 
Eastern provinces are affected, be- 
cause there we cannot run the civil ad- 
ministration to manage those pro- 
grammes. We are certainly wasting à 
great deal of money which otherwise 
could have gone towards economic 
progress. But the development plans 


«for the rest of the country remain unaf- 


fected. It has not yet come to the stage 
of our having to sacrifice development. 
But even if it comes to that, we shall 
certainly do it. National integrity and 
security come first and sacrifices if 
necessary have to be made." 
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^ THAILAND ке Dy Ere 


. Teaching the civilians | 


Liberal retired army officers are seeking political office, 
introducing a new element into Thai politics 
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By Paisal Sricharatchanya in Bangkok 


T? most political analysts, the deci- 
sion by former southern-based 4th 
Army Region commander Gen. Harn 
Linanond to engage in full-time poli- 
lies is a welcome development that 
could have far-reaching ramafications 
in strengthening Thailand's democra- 
tic system. For a long time, politics was 
ostensibly despised by the Thai mili- 
lary — it was regarded as something 
dirty and hence unworthy. But the 


| numerous military coups since the end 


of absolute monarchy in 1932 are 
ample evidence that the uniformed 
men are no less drawn to the seat of 
power than the civilian politicians. 

When Harn resigned from the army 
in March 1984, and later from mem- 
bership of the appointed senate, to 
serve as full-time adviser of the Demo- 
crat Party, he broke with tradition and 
effectively set a new precedent. Since 
then, other retired military officers 
have followed suit. Among them: one- 
lime navy commander admiral Som- 
boon Chuapibun and former army and 
Supreme Command chief of staff 
Gen. Pramote Thavornchan, who con- 
tested the 12 May by-election in Thon 
Buri under the respective banners of 
the Democrat and Prachakorn Thai 
parties (REVIEW, 9 May) 

"A political party must be a repre- 
sentative organ of the people. It must 
develop genuine participation by and 
support from the people. If this is 
achieved, we can effectively do away 
with vote-buying during election 
times," Harn told the REVIEW in a re- 
Cent interview in the southern city of 
Haadyai. While grassroot support is 


still lacking for most parties, vote buy- 


ing has been a common feature in past 
'elections. These remain the two main 
criticisms levelled at the Thai electoral 
system by the military, which for 
reasons which have a lot to do with its 
counter-insurgency experience in pro- 
vincial areas has come to regard itself 
as representing the people 

Harn has been making extensive 
promotional tours — not only in south- 
ern Thailand where he won wide- 
spread popularity during his duties 
there in 1981-83, but also in the north 
and northeast — the latter a region in 
which he served with distinction under 
now Prime Minister Gen. Prem Tin- 
sulanond. His campaigning, alongside 
other party leaders, contributed. sig- 
nificantly to the victory of Democrat 
candidate Piraphan Palusuk in the 21 
April by-election in northeastern 
Yasothorn province. And he was also a 
prominent figure in. the recent Thon 
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Buri campaign. A native southerner, 
Harn intends to run in the scheduled 
1987 general election in the mid- 
southern province of Surat Thani, 
where the Democrats control two of 
the three parliamentary seats. 


H arn has forged a close relationship 
over the years with members of the 
Democrats' southern wing. His former 
aide, Maj. Pathompong Kaesornsook, 
is married to Supatra Masdit, one of 
the Democrat MPs who hold all nine 
seats in Nakhon Si Thammarat, the 
province bordering Surat Thani. The 
general's detractors claim he used his 
army position in the south to create his 
own personality cult, but even they 
will grudgingly concede that he had 
considerable success in pacifying the 
often-lawless region where rich natu- 
ral resources breed armed business 
conflicts and a police force and civil 
service steeped in corruption. 
Although he has yet to become an of- 
ficial member of the Democrats, insid- 
ers believe Harn sees himself as an 
eventual successor to party leader 
Pichai Rattakul, the founder of a pro- 
fitable Bangkok pharmaceuticals 
company, who serves as deputy prime 
minister in Prem's ruling coalition. 
Since he took over the leadership from 
former foreign minister Thanat Kho- 


; li = 1982, 
healed some of 















appears to have 
the serious rifts in the 
party and at 58 is still vigorous and in 
good health 

When or if he is prepared to step 
aside for Harn is still a mute point. But 
the feisty general is clearly intent on 
building up political capital within the 
party by getting involved in the nitty- 
gritty of campaign work. Disdaining 
the impersonality of public rallies for 
the intimacy of knocking at doors, he 
has been hammering home the evils of 
vote-buying 

Harn has long been a controversial 
figure, and his entry into politics was 
predictable after his dispute with army 
commander Gen. Arthit Kamlang-ek 
over the constitution amendments and 
a range of other issues led him to seek 
early retirement. But what is known to 
have surprised senior army officers 
was Pamote's decision to run in the 
Thon Buri by-election, given his neu- 
tral and generally apolitical stance 
when he was in the service. Although 
he lost to Somboon, Pamote — once a 
rival to Arthit as army commander — 
has indicated he has every intention of 
running for public office again in the 
1987 poll. Another possible candidate 
then is Gen. Chamnarn Nilviset, 60, 
who retires in September from his post 
as Under-secretary of Defence; Cham- 
narn is seen as a Harn ally, large- 
ly for his role in the furore over 
Pathompong’s sudden transfer from 
the south in late 1983 (REVIEW, 23 Feb. 
'84) 

The politieal aspirations of retired 
officers such as Harn reflect a funda- 
mental shift in the traditional military 
perception of polities. Others who ad- 
vocate similar democratic ideals in- 
clude former supreme commander 
Gen. Saiyud Kerdphol, 64, who is 
likely to stand in his native Sukhothai 
province in the next elections — either 
for the Democrats or former prime 
minister Kukrit Pramoj's Social Ac- 
tion Party. While most of the credit for 
the army's politics-before-military 
strategy is given to current deputy 
chief of staff Lieut-Gen. Chaovalit 
Yongchaiyut, it was Saiyud at the 
drawing board and Harn in the field 
who laid the foundations for its formu- 
lation in the 1970s 

Harn, Saiyud and, less publicly, 
Somboon, opposed a controversial 
army-backed attempt in early 1983 to 
amend the constitution, which would 
have allowed active officers to concur- 
rently serve in the cabinet and give 
back full legislative powers to the mili- 
tary-dominated senate. That bid was 
defeated in parliament. There. has 
since been no similarly concerted ef- 
fort at reviving the issue, but this does 
not mean it has been dropped. Nor does 
it mean that the military, for all the lip 
service now paid to democratic ideals, 
is prepared to accept the inevitability 
of a further erosion of its power if the 
politics of participation ever takes 
significant root, i п 
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Soon Hua Seng's outstanding record of cereal exports to 
Asean, Africa and the Middle East, together with Chase Industry 
Experts' in-depth knowledge of agricultural commodity markets 
has proved to be a highly successful combination. 

A true partnership which brings to Soon Hua Seng the full 
weight of Chase's global network, foreign exchange capabilities, 
export financing and multi-currency loan expertise. 

The Chase Partnership. 

А simple but dynamic approach which enables us to serve 
you better — whatever your business. 


Chase Partnersh nip D 








4 


> 


2 
3 
E 


LD ELE aa AA EE 


Аааа алада n Ta 


адааны да 


la^. 





When one is prepared for adversity, 
one can rest with true peace of mind. 
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€ AS the products of South Korea's 
factories win ever greater penetra- 
tion of world markets, the quality of 
the goods contrasts ever more sharply 
with the quality of the language in 
which they are advertised and pro- 
moted. Take this recent: advertise- 
ment in the Korea Herald Гог Dong-A 
‘Pharmaceuticals: 


It is our endowed mission. to manufacture 
above titled pharmaceutical products. 
^| With your proper understanding and invisible 
“encouraging thereof so far for our sincere and 
continuous efforts, we could be grown up to a 
<|- leading pharmaceutical company in this coun- 
1 try during the past half a century. | 
| Of course, it was important for us to swiftly 
utilize countless innovations and technical pro- 
| gresses, well adopt scientific. managements, 
and use high quality raw materials, etc. Never- 
“theless, what we have learned through the 
:half-century's experiences is that the gentle 
and honest mind and attitude of every 
employee was ever more important. | 
| Now, we sincerely attribute all our pride and | 
triumph to every 2,000 employee who have 
"been working to produce The Most Effective 
Drugs When Highly Needed, and also to their 











Or this, taken from the same paper, 
and alsó spotted by Paul Shipman, 
for the products of Byuck San Foods: 





BRAND 

“Do Penguin products contain even the sun 
of original place?" 

This is a frequent conversation, often heard between боой 
dealers. 

We can easily guess it means a fresh product using properly 
: matured fruits with full, bright sunshine 

The proper taste pecubar to. each Penguin productis derived by that 
* we select best quality rigorously front our famous place of origin, 
transport them. 


For those reasons, the уёгу moment you open the cover, you sürely 5 
be content with its fresh and substantial materials. E 


Answers of allowance in the world-wide market of 16 advanced 
countries which mark the highest level of canning industry. including 
America, Japan, Australia, Netherlands, Canada, not to speak of 
Gur own country. As a leading company of Food Industry in Korea, ` 
awe, Byuck San General Foods Division wilt do our best to study and 
develop new products continuously tor healthy society. 





€ ANOTHER advertisement, in a re- 
cent edition of one of the American 
news weeklies, invited 
treat themselves “to the soft taste of 
VIP-100% Scotch Whisky.” Over the 
signature of W. A. Robison, Chair- 
man of Inver House Distillers Ltd, 
was the following message: 





On the occasion 

of the first an- 

of the 

Licensing, agree- 

ment between our 

partner, linro 

Whisky. Ltd., and 

Inver House Distillers Ltd., I would like to 

express my heartful thanks for all о ош 
;clients. 











: filling soft's 


The honest taste over 80 kinds of our prodvets gained favorable | 


readers {о | 





I understand that "VIP", 100% Scotch | 
Whisky, produced by Jinro Whisky has ob- | 
tained a great reputation for the soft taste | 
and meet their client's satisfaction. | 
With the accumulated technical skill; we will | 
collaborate with our partner, Jinro Whisky, | 
| which is @-lgading scotch whisky manufac- | 
turer in Korea for producing the most high | 
quality whisky. i 
Taking this opportunity, I pay for the great | 
happiness of all of you and your families. 
Thank you indeed. 





Soho" 1 doubt that Chairman | 


Robison penned those words himself, 


not only on stylistic grounds: woulda | 
Scot, a distiller of real scotch, refer to 


"a leading scotch whisky manufac- 
turer in South Korea"? 

e THE liv 
Seoul are regularly enlivened by the 
arrival of “flyers” singing the. praises 


of the services offered by various | 


firms, in which the poetry of the Ko- 


rean soul struggles to free itself from | 
the limitations of Konglish. Maggie | | 
Dodds received such à circular from | 


the Ssanta Computer System Clean- 
ing Service Company. It read: 
Just give ив call... Ready to pickup 


‘Delivery-Instant Mobile and man- 


power SVC 
Saves your time & profit's 

(1) New computer system-atical 
machine, 

(2) Spot's Reef off machine & sofa, 
carpet Instant Machine, 

(3) Human Body press machine 

(4) Topper & Legger press 
machine 

(5) Perchloro from U.S.A. 

(6) Quickol,  blutol,  Colersol, 


'Purasol, Lacol, Frakssol, Rust Re- 


mover, Rug Concentrate, Aphostery 
& extractovator Concentrate, etc 

(1) None Smelling Strong. Sterili- 
zation moth's & mouldy. 

Spot's reef off and shines always 
fresh Member ship ser- 
vice, Free service for Pickup & Deliv- 


of best after service. 
Thank you! 
What on earth does zpot's reef off 


do apart from always filling soft's | 
fresh? Human body, topper and leg- | 
| ger press machines sound ideal for | 


printing girlie magazines. 


sent a circular to Mrs Dodds headed 
“We Service on Day 


es of foreigners resident in 


| overseas markets, 


| Star, 
€ ANOTHER firm, Gary, Benny and | 
| Co., which is ready to undertake any | ray beam, 
sort.of odd job around the house, also | ho | 
| product was publicised 
| & Night." | 
| Among the services offered was car- | 
pet cleaning, and the firm pointed | —— 
out: “The Good Points of our Carpet | E 
Cleaning Machine is; a) Bring forth | 


Gary and Benny finished of 
circular with a flourish: 
GUARANTEE WORKS AND 
OF THE OFFICE WORKS 
ул. ENG LISH. WE ARE R! 


* FINALL Y, Mrs Dodds, who has 
fine eye for Konglish, sends the 
age in which she purchased a wa 


| ing-up brush, а Dage зип 


SPECIALTY OF ls DAGG § SUN 


1. Рада Suni Washer is 
made washer for its us 
same as the natural wi 
Dagg Suri washer made of 
adding to special resin and if it 
for kitchen in mixing with Kite 
materials in order to wash Kitchen d 
{will be much effective for washing 
leaving any scratches on the 
and will be shine fy 
Dagg Suni Washer is not so robet 7 
you don't have to put in not we 
tion problem 

Dagg Suni Washer i 
bers family and it is g 
semi-permanantly. 
. Bagg Sure Washer is so nice of rts colo! 
make you feel tired and acc 
works 100% for housewives, 





USAGE: To clean the dishes, cups, bathing tile, 
Sink Table from its dirty ol and diris 
Another Ttaksuni Scrapper Washer, B S. Scito 
Washer, liyang Washer ia cue sisters brand. 


Ав Mrs Dodds comments, the hia 
ity of all this. is modified by a sens 
pathos. Why cannot firms 
Japan, Taiwan, South Korea 
elsewhere — offering attracti 


ensure that 
labels and catalogues impr 
tial buyers, instead of caus 


| Ditto for advertising-agency со 


writers. In many cases, a few 


| paid toa needy student would sufi 
| On second thoughts, 
| don't: it would ruin the fun. 

1 | € NOTHING is more refreshing 
ery Small thing's to repair, Care of | the traveller or the diner in a 
best quality Reasonable price, & care | 


1 hope the 


rant than to be handed a pipi 


| fragrant, damp towel to remove 


sweat and the grime of the day 
hospitable East Asian:g 
fortunately appears to be 
Doubtless with this export mark 
mind, a South Korean firm, 
has produced a sort of m 
wave oven, complete with ult 
for heating and 

hot towels. оаа ву whe 
in the 
Korean magazine Newsrevie 
headline bod got it БИЕК 


‘Hot Box’ for s Sanitary Tou : 


Economical benefit by extension of || 
the Carpet-Life.-b) No discolor and | | 
th 


е! smoo fe ing. е) Solinea the 












































_ By Lincoln Kaye in Jakarta 


fter imprisoning labour leader Mo- 
РА hammed Munir for 17 years, au- 
thorities chose a curious time finally to 
execute him. The Communist Party of 
ndonesia (PKI) politburo member was 
E oti in mid-May. Predictable protests 
arose from Western governments and 
human-rights groups. Less predicta- 
bly, Moscow broke its habitual silence 
on Indonesian affairs with a Pravda 
litorial lauding Munir as a freedom 
ghter, attacking the execution and 
pleading clemency for other con- 
demned PKI prisoners. 
Іп Indonesia itself, commentary on 
Munir's fate was forestalled by a news 
ckout, at least until foreign protests 
reed official acknowledgment of the 
execution. As a result, the first public 
word of the shooting came from a 
D tch official in The Hague on the eve 
of the annual meeting there of the 
E ter-Governmental Group on In- 
 donesia (IGGI), a consortium of 
_ foreign aid donors, some of whom have 
suffered intermittent spasms of 
humanitarian squeamishness about 
ti heir New Order clients in the past. 
The first protests came from Austra- 
lia and the Netherlands, the respective 
geographic proximity and historic 
links of which make them especially 
sensitive to Indonesian human-rights 
Е ао. Visiting Dutch cabinet 
і minister Edige Schoo, who chairs the 
_IGGI, and newly accredited Australian 
Ambassador William Morrison both 
sought clemency for three other con- 
` demned PKI figures who, like Munir, 
. had exhausted their legal avenues of 
. appeal after 17 years’ detention. 
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З Ву Hamish McDonald in Sydney 


hinese personnel involved in set- 
ting up their country’s first An- 
| tarctic base have ruffled the feathers 
| of the international scientific world 
| | because of allegations of casual vio- 
` | lence directed at the hapless wildlife 
of the southern continent. 
| Among other things, workers sent 
. | to build the new Great Wall Station 
. | are accused by West German scien- 
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he killing time - 
The very secretive and delayed execution of an 
. Indonesian communist leader mystifies diplomats 


tists of having chased penguins over 


Е са, 


The three аге PKI board member 
Sutardjo, special bureau member Rus- 
tomo and agitprop bureau member 
Djoko Untung. Other PKI prisoners 
are also believed to be still held under 
sentence of death, including a youth 
leader and an adjutant of Munir. 

Indonesian Foreign Minister 
Mochtar Kusumaatmadja emerged 
from a weekend meeting with Presi- 
dent Suharto in no mood to entertain 
clemency pleas on behalf of con- 
demned PKI prisoners, though. The 
fate of Sutardjo, Untung and Rustomo 
was strictly an internal affair of In- 
donesia, he reaffirmed. So intransigent 
was his tone that some diplomatic ob- 
servers wondered whether the three 
might not already have been executed. 
They were last confirmed alive on 25 
May, when Schoo asked Suharto about 
them. The Indonesian leader reported- 
ly told her that though he personally 
deplored capital punishment on re- 
ligious grounds, state considerations 
mandated their execution. 

At that time, sources reported, only a 
jurisdictional technicality stood be- 
tween the condemned men and the fir- 
ing squad. The threesome had been 
sentenced to death in East Java, where 
they had been arrested (along with 
Munir) in 1968 when the army quelled 
a last-ditch regrouping attempt by 
remnants of the banned PKI. But as of 
May, they were being held in a Madura 
prison. Diplomats were on the lookout 
for reports of their transfer back to 
Java so that the sentences could be car- 
ried out in the province where they had 
been passed. No confirmed word of 


| Chasing penguins 


Reports of bad behaviour on the part of members of a Chinese 
Antarctic expedition ruffle a few scientific feathers 


steep cliffs. However, a rumour that 
the Chinese ate penguins appears to 
originate from a Soviet base, and is 
contradicted by accounts from Chi- 
lean sources. 

China has been sending summer 
expeditions to the Antarctic since 
1980-81. Last November two ships, 
the National Bureau of Oceanog- 


some foreign 








мар. observers 
speculated, at least domestically they 
might appeal to certain constituencies. 
According to one theory, Islamic re- 
vivalists — disgruntled at such mea- 
sures as the recent Mass Organisations 
Law (REVIEW, 13 June)— are in need of 
some soothing these days. 
Government prosecutors 






began 


elaborating a picture of organised rad- 
ical Islamic terrorism in the trials of a 
former cabinet minister and others for 


a bank-bombing last month. After the 
end of the Muslim holy month of 


Ramadan, more trials — involving 
some of the same defendants — are ex- 
pected. 


One militant from the Komando 
Jihad group was reported executed in 
April and another was sentenced to 
death last month. Muslims might feel 
less singled out for government 
animus, the theory goes, if a few of 
their arch-enemies, the communists, 
go before firing squads as well. 


each of 12,469 tons, sailed for King 
George Island south of Chile. In over- 
all command of the 600-strong party 
was Deputy Director-General of 
Oceanography Chen Dehong, while 
responsibility for the new station fell 
to Dr Guo Kung of the National Com- 
mittee for Antarctic Research. 

King George Island is compara- 
tively crowded with scientists. Chile, 
Uruguay, the Soviet Union, East Ger- 
many, Brazil, Argentina and Poland 
all have bases there, while West Ger- 
mans on a summer expedition were 
conducting research where the 
Chinese initially landed before being 
persuaded to move further along the 
shore. 

During the seven-week visit, the 


raphy's Xiang Yang Hong No. 10 and | non-scientists the Chinese 
the Chinese navy salvage ship J-121, | clearly found es occupy iat 
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‘ self had announced the recent execu- 
‘tion of Komando Jihad militant Imran 
bin Muhammad Zein, the first public 
word of Munir’s fate had to come from 
Schoo in the Dutch Parliament upon 
‘her return to The Hague. She, in turn, 
“had received confirmation of the 
_execution only in response to direct 
questions posed to Suharto. 
Another avenue. of speculation 
suggested that condemned PKI prison- 


Mochtar: intransigent tone. 


ers might be hapless victims of a revi- 
val of government interest in domestic 
communists in light of incipient dip- 
lomatic rapprochement with China. 
Jakarta contends — and Peking denies 
— that it was China, acting through the 
PKI, which masterminded the 1965 
coup attempt that ultimately precipi- 
tated the New Order's rise to power. 
This dispute now poses a major 
roadblock to normalisation of dip- 
lomatic relations between the two 
countries. 




















hours during the long polar days. A 
report written by Prof. Dietrich 
Barsch of Heidelberg University 
said Chinese workers wandered in 
groups of 30 to 50 searching for 
souvenirs. 

"They chased the skuas [sea birds] 
with sticks, chased penguins over 
steep cliffs, painted the eggs of the 
great petrel, put broken glass and 
metal scraps in skua nests, and so 
on," the report said. Chinese person- 
nel also fiddled with the Germans' 
monitoring equipment, put empty 
beer cans into rain measuring de- 
vices, and scoured the ice and moss 
with vehicle tracks. 

The Chinese ships returned to 
Shanghai in April, leaving five scien- 
tists to spend the ^ uthern winter at 
Great Wall. But t * bebaviour of 











Mante, a "eate article in the daily 
Kompas last month cited US State De- 
partment sources as identifying a mys- 
terious Moscow-based figure named 
Sadiatjaja Sudiman as leader of the 
PKI-in-exile. Jakarta-watchers lost no 
time in speculating that the report 
might signal a shift in the media depic- 
tion of the PKI as more pan-com- 
munist (rather than strictly Chinese) in 
its auspices. , 


B: the same sort of reasoning, the 
condemned PKI men can be seen as 
potential pawns in Jakarta-Peking 
diplomacy. Another step towards de- 
fusing the question of Chinese involve- 
ment in 1965, the argument goes, might 
be the remoyal of embarrassing com- 
munist has-beens from Indonesian 
jails. No comment on the fate of Munir 
and the others has been reported so far 
from Peking, in contrast to the sharp 
Pravda reaction. , 

Diplomats. remain puzzled by the 
sudden blast from Moscow, especially 
in light of gradually, warming ties be- 
tween Jakarta and the Eastern bloc (as 
displayed, for instance, in a Soviet 
trade show in a plush hotel here the 
very month of Munir’ s execution). One 
Third World observer read the Pravda 
rhetoric as a signal of. Moscow's. ner- 
vousness about Indonesia's undeclared 
candidacy for the next chairmanship 
of the non-aligned movement. 

Such speculation, though, can easily 
be carried too far in this gossip-ridden 
city, one IGGI diplomat cautions. “Опе 
must never discount the possibility 
that there is no more to events than 
meets the eye. There's no reason not to 
seriously consider the, position con- 
stantly advanced by Indonesian offi- 
cials: that. the fate of Munir and the 
others is determined by ‘nothing more 
than the slow but sure workings of jus- 
tice and due process of, lawy, New Order 
style,” he said. A uc п 


f 


some expedition members — pre- 
sumed to be sailors and construction 
workers rather than scientists — has 
created an unfortunate talking point 
as China prepares to join the Antarc- 
tic Treaty Consultative Parties, the 
“club” of 16 nations with’ Antarctic 
bases. Ө onm 
Barsch's report has gone to the 
West German branch of the Scientific 
Committee for Antarctic Research 
(Scar) which coordinates intèrna- 
tional research and advises Antarctic 
Treaty member-nations on enyiron- 
mental issues. However, it is unclear 
whether the complaint will be, taken 
up by Scar headquarters in. ‘Cam- 
bridge, Britain, It seems unlikely to 
delay China’s admission as а ull 
member of the ‘Antarctic club at its 
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у Emily Lau in Hongkong 
‘or the second time іп two months, 
he Hongkong Government has 
wed to public pressure over pro- 
sed legislation. On 12 June the ad- 
istration agreed to amend drastical- 
a bill aimed at giving the territory's 
gislative Council (Légco) more pow- 
, privileges and immunities. 
This came close on the heels of a 
dar backdown on another pro- 
sed piece of legislation on the trial of 
mmercial crimes, which was seen as 
w to Hongkong's legal system. On 
Tay, the government agreed to ad- 
urn indefinitely the debate on this 
id ол a select committee 


оша be pene After some is 
tery, the government hinted that 


challenged in the courts. 
moves have discouraged those 
ting increased rather than di- 
hed civil liberties in Hongkong 
have jolted public confidence in 
intentions of the government and 
Co. A pressure group known as The 
gkong Observers described these 
s as attempts to undermine “the 
eguards for maintaining stability 
prosperity in the territory, 
eguards that were laboriously ham- 
red out in two years of negotiations 
tween Britain and China." 
These moves have even prompted 
eculation that London has secretly 
omised Peking that it would hand 
er a docile and well-controlled 
ong to China in 1997. Some peo- 
including a judge, have said the 
ment may be trying to prepare 
eople for the realities of living in 
Hongkong Special Administrative, 
gion of China after 1997. 
On the other hand, other critics say 
he intention is to create a power ful 
egislature to counter the Chinese Gov- 
"nment after the handover. Such 
lation prompted newly ap- 
d. Chief. Secretary Sir David 
rs-Jones to declare emphatically in 
on.12.June that “there is no hid- 
agenda." ... 
_ Among other things, critics accused 
he government. and the unofficials of, 
























'or the second time the government has had to retreat 
over legislation in the face of public attacks 



















































cratic traditions that go. with them. 
They attacked the original draft of the 
Legco bill for trying to place Legco 
above the law and said the bill sought 
to erode the rights of the public by 
creating the offence of “intentional 
disrespect" which would be punisha- 
ble by a fine of HK$10,000 (US$1,282) 
and 12 months’ imprisonment and a 
further fine of HK$2,000 "for each day 
on which the offence continues." 

In addition, the bill gave Legco the 
right to deny the public the right to at- 
tend council meetings, which is writ- 
ten into the Legco standing orders. It 
also created a set of defamation of- 
fences which carried .penalties of a 
HK$50,000 fine and three years’ im- 
prisonment and prohibited the publi- 
cation of reports of proceedings held in 
camera. The Hongkong Journalists As- 
sociation said such provisions placed 
severe restrictions on press reporting 
of matters of public interest and could 
be extremely detrimental to the medis. 
S ome Peking officials here have Be 

vately expressed surprise and dis- 
may at the haste with which the colo- 
nial administration appeared to be 
pushing through several pieces of 
“high-handed” legislation. At the 
same time, the pro-Peking Chinese in 
Hongkong were also baffled and dis- 
turbed by the government's moves. АП 
leftwing newspapers gave the opposi- 
tion to the powers-and-privileges bill 
prominent coverage. A columnist in Ta 
Kung Pao said if passed, the bill would 
give Legco — àn advisory body — “un- 
precedented" ^ powers, surpassing 














PAPUA NEW GUINEA 


















By Rowan Callick in Port Moresby 


p apua New Guinea is preparing to 
celebrate its 10th national inde- 
pendence day with its capital under 
curfew and 1,500 armed police and 
soldiers on the streets to protect its 
149,000 inhabitants from criminal 
gangs, : 

Prime Minister Michael 'Somare 
announced a state of emergency on 12 
June, but аб 

either th 
















їп order to avoid олы 
duck." But it has also promised: 
volve power so it can prepare: the 
Hongkong people for self-administra- 
tion, as promised in the joint declara- 
tion. There is a fear the government 
may not be able to find the right bal- 
ance. A Legco unofficial (non-civil 
servant) described the public reaction 
to this series of disturbing events as “a 
manifestation of the frustration ex- 
perienced in thelast two years of. secret 
Sino-British negotiations." 

But it is the Legco unofficials and 
the administration who have had ta 
share the blame for the controversy 
over. the powers-and-privileges bill. 
Government officials said the bill was 
formulated and drafted in close con- 
sultation with the unofficials, after 
which the unofficials were given sev- 
eral months to scrutinise the legisla- 
tion before it was published on 10 May. 

The purpose of the bill, according to 
government officials then, was: to 
codify some of the existing powers and 
pr ivileges in Legco as. Hongkong 
moves towards 1997; in short, the bill 
was just "a tidying- up exercise." It 
was also said that it would be desirable 
to have such powers and privileges 
clearly stated for some Legco, new- 
comers who will be indirectly elected 
in September. 

It was repeatedly stressed that the 
bill did not seek to give any new pow- 
ers to Legco. The media and the com- 
munity at large appeared to accept the 
government's assurances until a politi- 
cal organisation, The Hongkong Af- 
fairs Society (HKAS), sounded alarm 
bells. Then opposition began to snow- 
ball. Representatives of the legal com- 
munity, pressure groups, politieal or- 
ganisations and student unions and 
district-board members all called on 
the government to substantially 









Birthday curfew 


A state.of emergency is slapped on Port Moresby as 
a crime wave threatens to drive away skilled labour . 


parliament to extend. the period by 
the two months he required. Legisla- 
tion was finally passed on 17 June,- 
despite the dissenting voices of sev- 
eral governmient backbenchers and 
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Tam; Ng; Akers-Jones: Legco intentions questioned. 











amend the bill and to further delay the 
second reading in Legco. 

While most people supported the 
principle of safeguarding the freedom 
of speech and debate in Legco, they 
were unhappy with the lack of 
safeguards against abuse of those 
rights. "The bill gives unfettered free- 
dom of speech to members of the coun- 
cil, but curtails the freedom of speech 
of others. It exempts members from 
civil and criminal proceedings, but 
creates a number of new crimes which 
can be committed by the public," said 
Henry Litton, Q.C. 

A Legal Department official said the 
bill was a "scissors-and-paste job," 
borrowing heavily from legislation of 
Commonwealth countries such as 
Northern Rhodesia (now Zambia), 
Gibraltar, the Seychelles and Kenya. 
As the Hongkong Observers pointed 
out, the ordinances that the govern- 
ment used as a model were obsolete, 
most were from the 1960s, one dated 
back to 1945, and almost all had been 
superseded in their own countries. 

Faced with ferocious opposition, the 
government and the unofficials de- 
cided to amend the bill substantially, 


the story adequately. A major study 
of crime prepared by international 
consultants commissioned by the 
Institute of National Affairs claimed 
only 10% of all crimes were reported 
to the police; and of those the police 
handled, only about half actually en- 
tered police statistics. 

The gang rape of a New Zealand 
woman and her young daughter (the 
accused are still waiting trial) last 
September led to the largest demons- 
trations yet seen on the streets of Port 
Moresby and Lae. 

The government responded with a 
law-and-order programme of 49 sec- 
tions. But, so far, only eight steps 
have been taken — including that of 
setting up a task force to implement 
the other 41 steps. 

Young criminals are known in 





deleting or amending most of the of- | 
fensive clauses, but still pushed ahead | 


with the second reading on 12 June 
The committee stage of the bill, in 
which Legco will discuss the amend- 
ments, was set for 26 June. Barring 
further public uproar, the bill will 
probably be passed on the same day. In 
an unprecedented move, the govern- 
ment published the amended bill in 
Chinese as well as in English on 14 
June, giving the public 12 days to re- 
spond to the changes. 


ntil now, bills have only been pub- 
lished in English. Some critics were 
satisfied but others continued to de- 
mand shelving of the bill until the next 
session, when indirectly elected mem- 
bers can take part in the debate. So far 
the government has failed to explain 
why the newly constituted Legco in 
October would need the new powers 
and immunities so urgently. 
The Legco unofficials’ performace 
over the bill has come in for heavy 
criticism. Columnist Margaret Ng, a 


administration was worrying. 
out the two weeks of heated public 
cussion, no unofficial commented on 
the bill, except the convenor of the 
Legco ad hoc group which scrutinised 
it, lawyer Maria Tam, who is a member 
of both Legco and the Executive Coun- 
cil, the highest policymaking body. 
During the second reading, instead 
of voicing the concern and anxiety of 
the people, most unofficials took a very 
defensive attitude and tried to justify 
their original endorsement of the bill. 
All unofficials eventually supported 
the amendments and deletions, but the 
REVIEW has learned that the consensus 
was only hammered out after a number 
of bitter rows behind closed doors, 
which sometimes degenerated into 


| table thumping. Some unofficials ob- 
| stinately opposed some amendments, 


particularly the one regarded as a di- 
rect threat to press freedom. However, 
less than 24 hours later, the same unof- 


| ficials spoke in Legco as champions of 





the press. One official described such 
behaviour as “shameless.” 

The debate on the bill, as well as con- 
siderably raising the political tem- 
perature, seemed also to herald the ar- 
rival of “party politics” in Legeo. Al- 
though there are still no actual parties 
here, Tam is the leader of a new group 
called the Progressive Hongkong So- 
ciety which is seen as an embryonic 
party. The debate on the bill was used 
by some unofficials opposed to the 
group to try to discredit Tam. Some 
could hardly hide their glee when she 
had to admit the bill's shortcomings 
during the debate. 

Ironically, Tam came in for private 
criticism from some of her colleagues 
not for the obviously bad drafting of 
the bill but for agreeing to defer the 
second reading, originally scheduled 
for 29 May. Some unofficials reported- 
ly said that if Tam had not agreed to 
the deferment, the bill would have 


member of a political organisation, The | been passed quietly before the criti- 


Hongkong People's Association, said 
the unofficials' failure to monitor the 


Papua New Guinea as "Rascals." 
These Rascals promised to repent if 
the country's political leaders offered 
them jobs — a proposal in line with 
the government's new planning stra- 
tegy based on job-creation rather 
than, as before, the distribution of 
wealth. 

But such long-term measures have 
receded into the background as crime 
continued to increase, despite So- 
mare's claim on returning from a visit 
to Europe last month that it was now 
safer to walk the streets of Port 
Moresby. 

In fact it has not been safe in 10 
years to walk the streets after dark, | 
when all public transport and most 
taxis stop operating. But now it is not 
safe to stay at home either, as break- 
and-enter gangs have turned to vio- 





| have been avoided. 


ago, with a promise to draw up a bill 


criticised, and is unlikely to attract a 


| parliamentary majority. 


emergency met with general public 


| labour it needed for its development, 


emergency involves a curfew from 


ment at 9 p.m. 


cism built up and all the furore would 


lence. Somare responded, two weeks 


to castrate or publicly hang gang 
rapists. This proposal was widely 


Capital 

punishment was abolished in 1971, 

and the last hanging was in 1958. 
But his declaration of a state of 


approval. 

It was becoming very hard for the 
country to attract the skilled foreign 
said the prime minister. The 
10:30 p.m. to 4 a.m., with powers to 
search and arrest; liquor sale restric- 
tions; a ban on demonstrations, and 


the closure of all places of entertain- 
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By Colin James in Wellington 


he Labour government of New 

Zealand Prime Minister David 
Lange suffered a sharp reversal when 
— | it resoundingly lost the South Island 
АЛ provincial seat of Timaru to the op- 
position National Party on 15 June. 
The Labour Party had held the seat 
for 57 years until a 10.3% swing of 
votes cast swept it into the National’s 
‘camp. 
The loss brought an immediate de- 


- By Guy Sacerdoti in Manila 
hilippine independence day, 12 July, 
is usually a relatively low-keyed 
| affair. In years past a quiet early morn- 
— ing wreath-laying ceremony at the 
spot where Jose Rizal was executed by 
| the Spanish in 1898 was normally fol- 
— lowed by a presidential palace dinner. 
~ Few flags flew on front lawns, and a 
| brief independence day message by 
_ President Ferdinand Marcos was 
— about the extent of the celebrations. 
j But this year was different. As if to 
— symbolise both the state of political 
— flux in the country and attempts at 
— one-upmanship by differring political 
T persuasions, three competing events 
occurred this 12 June — events neatly 
~ representing the forces of the political 
— status quo, the middle of the road mod- 
— erate opposition, and the radical Left. 
The events were a celebration, a coro- 
—nation and a demonstration. 
The celebration was meant to be the 
© government's largest mass rally since 
_ Marcos’ Kilusang Bagong Lipunan 
— party launched its campaign on 31 
— March 1984 for the general election for 
— the national assembly in May that 
year. Then, more than 100,000 were 
given free transport and food to attend 
— the rally, marked by a string of movie 
Stars and the type of staged glitter pos- 
— sible only under the organisational 
"guidance of Marcos’ powerful and 
- flamboyant wife, Imelda. 

This year’s independence party was 
_ also vintage Imelda Marcos. Despite 
s. the weak national economy and the 
— need for budgetary restraint, it was an 
expensive affair. Literally hundreds of 
buses brought an array of marchers for 
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Staying the course 


A by-election setback hands a Labour safe seat to the opposition 
National Party in protest against rising inflation 


mand from the party's leftwing that 
the deregulatory and de-protection 
path followed by Finance Minister 
Roger Douglas be "reviewed." Ten- 
sions inside the party and between 
the party and the unions — also op- 
posed to much of Douglas' policies, 
including a proposed switch of em- 
phasis from direct taxation to indi- 
rect taxation on 1 October 1986 — are 
certain to grow. 


3 Three different events took place on National Day, symbolising 
- the divisions and confusion the country faces 


an expensively mounted pageant, 
which for more than an hour passed 
the Luneta Grandstand from where 
Marcos, his cabinet and the diplomatic 
corps watched. The parade depicted 
Philippine history as viewed by the 
presidential palace. From the coun- 
try's colonial days through the Japan- 
ese occupation and liberation, it 
brought the story to the point where 
"chaos" led Marcos to declare martial 
law in 1972. 

The emphasis of the pageant, which 
officials estimated to have included 
some 5,000 people, was on the martial- 
law years and the period since it was 
lifted in 1981, with glittering floats 
and masses of marchers dressed to look 
like happy fishermen, farmers, govern- 
ment employees and even some dem- 
onstrators — all to show how much the 
country had advanced in areas such as 
land: reform, infrastructure and other 
development programmes. 

However, the highlight of the whole 
event was a show of force by the mili- 
tary. Tanks, armoured personnel car- 
riers and amphibious vehicles rumbled 
past, plus troops from the Armed 
Forces of the Philippines, while air 
force jets, transport planes, and World 


War II vintage aircraft flew overhead. | 


The military show — which was broad- 
cast live nationwide — was designed to 
leave no doubt among Filipinos that 
whatever gains the moderate opposi- 
tion or the communist insurgents 
might be making, Marcos still held the 
guns and, with the guns, power. 
Marcos' speech hammered home the 
point: he will use the military to quash 





— | who took a back 


Au nde on, 

t in parlia- 
ment at last year's general election in 
July, said hours after the defeat: *A 
defeat such as this makes it both sen- 
sible and reasonable to re-examine 
how our economic policies are im- 
pacting on ordinary New Zealanders 
and how and when thai impact is 
changed." 

And the Cleaners Union released 
the results of a poll of its members 
which showed 70% opposed to the 
government's economic policies. But 
Lange stated flatly that the govern- 
ment would not be deflected from its 
course. It was a long-term program- 
me, he said, and it would take time for 
the benefits to flow. Lange has the 
numbers in the cabinet to hold his 
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course. 











N PFE“ / 
Mrs Aquino: cautious applause. 








those threatening the stability of his 
"New Republic.” Marcos’ answer to 
the voices demanding reform, both 
politically and within the military, has 
been that reform has been under way 
since he declared martial law. 

But the increasing isolation of the 
regime could not be missed during in- 
dependence day. Despite all the fan- 
fare, only 30-40,000 people attended 
the Luneta parade. And, except for the 
5,000 singers, former Muslim rebels, 
diplomats and government, officials 
filling the grandstand itself, few of 
those watching the festivities ap- 
plauded anything Marcos said. 


here was a very different reaction 

earlier in the day at the Areneta 
Coliseum, where 10,000 United 
Nationalist Democratic Organisation 
(Unido) delegates and supporters from 
around the country chose party presi- 
dent Salvador Laurel by acclamation 
to be Unido's presidential candidate 
for the 1987 presidential election. 

The well-organised moderates did 
little that was unexpected at their con- 
vention, except for the brief appear- 
ance on the podium of Corazon Aquino, 
the widow of assassinated opposition 
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fice, the government has deregu 

the finance and foreign exchange sec- 
tors and floated the currency, radi- 
cally overturning former prime minis- 
ter Sir Robert Muldoon’s policy of 
tight control and heavy intervention. 
The result has been rising inflation, 
now around 15% and high interest 
rates, which peaked in May at 22% 
for short-term government stock. 






AS. a special weekly payment 
of NZS10 (US$4.56) was intro- 
duced for dependent children in 
November, people on lower incomes 
have been tightly squeezed by infla- 
tion and high interest rates. Both in- 
flation and interest rates are now 
probably on the way down helped 
by a big reduction in the budget 





Imelda Marcos: flamboyant. 





leader Benigno Aquino. In a brief but 
terse statement, she made clear that 
her appearance was not as a supporter 
of Unido per se, but as a spokesman for 
the entire opposition. 

Unido is one of four political mem- 
bers of the National Unification Coun- 
cil (NUC) — the others being the two 
traditional parties, the Liberals and 
Nationalists, and the alliance of the 
Philippine Democratic Party and 
Lakas ng Bayan — which joined the so- 
called Convenors Group in late March 
in a political structure designed ulti- 
mately to lay personal ambitions aside 
and unify under a single presidential 
candidate for the opposition. 

That unity, thus far, has remained 
elusive, with Laurel, who maintains a 
nationwide organisational structure 
and led Unido candidates to win one- 
third of the seats in last year’s assem- 


bly elections, pushing for Unido to be | 
officially named as the dominant op- | 


position party nationwide. The domin- 
ant opposition party, as named by the 
government's Commision on Elections, 
will be allowed to field candidates in 
the coming local elections. That is a 
contentious issue within the NUC 
agreement, which stipulates that all 
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it will be some time before ordin- 
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ed 
с product to 2.8%, 


mid New Zealanders feel much bene- 
it. 

So in Timaru, Labour voters in the 
town deserted in droves to the 
maverick New Zealand Party — and 
to some extent to National. National 
consolidated the support of farmers 
in the drought-stricken surrounding 
countryside (farmers' support pro- 
grammes are being phased out as a 
result of decisions announced in the 8 
November budget last year). The re- 
sult was a serious reverse which will 
strain Labour's internal unity and 
raise questions about its ability to 
win the next general election due in 
1987 and complete the five-year eco- 
nomic programme it has begun. 


opposition parties and personalities 
should work towards having the NUC- 
Convenors Group alliance promoted as 
а single dominant opposition party. 

Mrs Aquino, though chiding the or- 
ganisers for spending too much money 
too early, cautiously applauded the 
Unido convention . for identifying 
Laurel as its candidate, but made it 
clear that it was a single step towards 
the larger process of finding a single 
presidential candidate to represent the 
entire opposition. Opposition leaders 
have left no doubt that they fear that 
no matter what happens, Laurel in- 
tends to run for the presidency, split- 
ting and thus weakening the opposi- 
tion's chances to dethrone Marcos or 
any anointed successor. 

The symbolism of the third event on 
National Day — the demonstration — 
could not be missed either. An esti- 
mated 17,000 leftists, led by long-time 
nationalist Lorenzo Tanada, gathered 
less than 2 km from the government's 
parade with the purpose of marching 
to the US Embassy to present resolu- 
tions demanding the end to "interven- 
tion" in domestic Philippine affairs, 
and a stop to military aid to the Marcos 
government. 

The demonstration was held under 
the auspices of the Bagong Alyansang 
Makabayan (Bayan), a newly formed 
political grouping designed to give the 
| Left a vehicle for fielding candidates 
| and participating in thelocal elections 
The demonstrators wanted to march 
by the government's rally, but were 
stopped within 1 km of the site by a 
phalanx of riot policemen and troops 


according to Metropolitan Command 
Western Police District Brig.-Gen. 
Narsisco Cabrera, it cooled as organis- 
ers negotiated an agreement with the 
military to allow a car carrying Tanada 
to deliver.the Bayan resolutions to a 
US official waiting at the embassy 
gates while the marchers held their 
ground. After returning to the group, 
the demonstrators dispersed. п 








Although the situation became “hot,” | 
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Marcos turns 
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«tgp tisaterribly dangerous situation,” 
said US Assistant Secretary of 
te Elliott Abrams of the Philippines 
n remarks made on 12 March. Official 
| Washington now treats the issue of the 
Philippines as a crisis that will require 
nstant attention and possibly a sub- 
stantial commitment of US resources. 
There is a broad consensus in Wash- 
ington that the performance of the 
Philippine Government is largely re- 
onsible for the current situation and 
at the government must undertake 
orms. Beneath that consensus, how- 
er, a difference over US strategy has 
erged between the Reagan adminis- 
tion and congress, particularly the 
ouse of Representatives. The disag- 
cement focuses on military aid. Addi- 
ional US gene, it is hoped, will 
ncrease the administration's influ- 
ce on the Philippine Government 
and therefore help to promote reform, 
similar to the situation in El Salvador. 
- The administration has pushed for 
orm in three areas. US officials have 
ed publicly for “free and fair local 
ections in 1986 and presidential elec- 
ions in 1987." The administration has 
о joined the international financial 
itutions in pressing for economic 
orms stressing rural development 
elimination of price controls and 
‘monopolies that discourage farmers. 
. Finally, Reagan officials have press- 
the government of President Fer- 
and Marcos to institute an effective 
‘counter-insurgency programme and to 
eform the armed forces. For a start, 
officials have told Marcos that he 
uld retain as chief of staff Gen. 
del Ramos who is highly regarded in 
Washington as a catalyst for reform as 
well as a political moderate. 
The Reagan administration seeks 
military aid to the Philippines suffi- 
lent to improve the resources of the 
med Forces of the Philippines 
P). This, US officials hope, will en- 
ce the AFP's tactical mobility and 
influence movement towards a more 
professional military. They also hope 
undoubtedly to strengthen Ramos' po- 
sition through the incentive of in- 
creased military assistance. 
| The Reagan administration has re- 
quested US$100 million in military aid 
for fiscal 1986 — a sizable increase 
over the US$40 million approved for 
fiscal 1985 — with the emphasises on ' 
improved transportation and com- 
munications equipment as well as 
spare parts for existing equipment. 
. The foreign aid bill drawn up and 
approved by the House Foreign Affairs 
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Committee cuts the administration's 
request to US$25 million and adds 
US$60 million to the administration's 
request for US$95 million in Economic 
Support Fund. The committee's report 
and the more detailed report of the 
Asian and Pacific Affairs subcommit- 
tee justify the reduction on two 
grounds: 

» The reports state that a restoration 
of democracy and a revival of the 
Philippine economy would contribute 


Larry Niksch is a researcher at the Con- 
gressional Research Service of the Li- 
brary of Congress and has written sev- 
eral articles on the Philippines in the 
past three years. 


more to the defeat of the communist in- 
surgency than would an increase in 
military aid. 
» They declare that the Philippine 
Government must institute “funda- 
mental military reforms" regarding 
corruption, leadership, discipline, and 
human rights abuses before the House 
Foreign Affairs Committee would 
agree to higher levels of military aid. 
Moreover, key subcommittee mem- 
bers appear reluctant to take any in- 
itiative on aid while Marcos remains in 
office. They refer to the Philippines as 
in a "transition period" and in order to 
improve Washington's standing with 
any successive. government they urge 
that the US do nothing now which the 
opposition would view as bolstering 
Marcos. 


he military aid cut by the House For- 

eign Affairs Committee undoubt- 
edly presages a substantial reduction 
in the final aid legislation. The Senate 
Foreign Relations Committee did not 
alter the administration's request, but 
it considered an amendment to do so. 
Its report noted the “extraordinarily 
dangerous" situation in the Philip- 
pines “in large measure because of po- 
litical failures, suppression of civil 
liberties, corruption, economic mis- 
management of the Marcos govern- 
ment and the military abuses as- 
sociated with the regime's efforts to 
combat the  communist-led in- 
surgency." 

Nor have Marcos' moves this year — 
which seem to stiffen his resistance to 
reforms and lower yet further his cre- 
dibility in congress — help the admin- 
istration's case on Capitol Hill. In 
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Marcos: hard line. 


March Marcos fired his foreign minis- 
ter Arturo Tolentino who has been 
among the most outspoken advocates 
of restrictions on both the president's 
decree-making powers as well as num- 
ber of terms in office. Marcos also 
warned Labour Minister Blas Ople to 
desist from criticising government po- 
licy. 

After a long period of keeping a low 
profile, Marcos' wife, Imelda, appears 
poised for a comeback. After Marcos' 
bout of bad health late last year, there 
is talk once again of an Imelda succes- 
sion. Moreover, Marcos may have de- 
livered an added blow to hopes for re- 
form when he stated in March that he 
would reinstate Gen. Fabian Ver as 
armed forces chief of staff if Ver is ac- 
quitted in his trial for complicity in the 
Aquino assassination — which most 
observers consider likely. 

Marcos no doubt feels threatened by 
many of the reforms proposed by the 
political opposition, the US Govern- 
ment, and the international financial 
institutions which would weaken him 
by cutting into his power base as well 
as reduce the influence of his wife and 
other members of his inner circle. This 
could begin the process of political 
transition which Marcos apparently as 
yet finds unacceptable. He appears de- 
termined to'retain power through a 
controlled election in 1987 which 
would either return him to office or 
elect his successor from among his 
trusted inner circle. 

Marcos' hard line may also stem 
from his perception that Reagan does 
not go along with the American press 
and State Department officials which 
have increased the pressure on him for 
reforms, particularly since the Aquino 
assassination. Reagan is viewed as 
"supportive of. Marcos," according to 
one knowledgeable Filipino official, 
who said that despite pressure to make 
concessions to the opposition, "its 
what Reagan says that counts." 

Marcos himself asserted in a press 









































































the “American bureaucracy” but that 
the US Government “bailed us out 
when we were in terrible trouble in 
1983 and 1984" with bridging loans. 
Reagan's personal initiatives to im- 
press upon Marcos the need for re- 
forms have been. couched.in the lan- 
guage of gentle persuasion. In a letter 
to Marcos in January, Reagan stated 
that the US "supports strongly the ef- 
forts.of you and your government, 
working with all Filipinos of moderate 
‘political views, to revitalise and 
strengthen your democratic institu- 
c tions." 
«Assistant Secretary of State for East 
Asia‘and the Pacific Paul Wolfowitz 


€ There will be no bailouts from 
.now on, especially in dealing 
with the communist 
insurgency.? 





has adopted a harsher tone towards 
Marcos in public statements, criticis~ 
ing; for example, the firing of Tolen- 
tino. 


Mis aid for the AFP puts Wash- 
ington in a dilemma. On one hand, 
the supply of US weapons would be 
seen as evidence of Washington's sup- 
port for the Marcos regime, a charge 
which damages US credibility and 
helps the communists politically; while 
on the other hand, to deny military 
assistance threatens to undermine 
the AFP's morale and its effectiveness 
in counter-insurgency operations. Ef- 
forts to root out corruption and en- 
hance the armed forces’ profes- 
sionalism depend on how effectively 
resource deficiencies 
throughout the services from transpor- 
tation to medical care and service pay 
— are tackled. 

The administration's military-aid 
proposal of several hundred million 
dollars would allow the US to disperse 
equipment throughout the 150,000- 
man AFP. in order to build up ге- 
sources. The lesser — and more likely 
— programme advocated by the house 
of representatives would direct aid 
first to elite units like the marines and 
rangers, giving only secondary priority 
to. infantry battalions. The elite units 
areseen as being better trained. arid 
more capable of combat. The marines 
have conducted effective counter-in- 
surgency and have a good reputation 
with civilians. 

The short-term payoff for aid would 
be greater. Improved mobility and tae- 
tical communications would boost the 
elite battalions ability to operate in 
insurgent. areas: 


— which run. 





deal with larger- ; 


‘unit Communist New, Peoples Army 


operations’ expected over the ‘next 
three years, and conduct civic action 
programmes. Some increase in marine 
and ranger battalions might also be 





| possible. 


In the near term, the Philippine Gov- 
ernment must also begin to clean up 
the constabulary, notorious for its cor- 
ruption and abuse of power. US aid 


initially directed to elite units and 


some army battalions ‘might allow 
Manila to allocate more of its own de- 
fence budget to the constabulary. 

As the administration and congress 
struggle to find the right policy mix of 
pressure and'iricentives, they must de- 
cide between two apparent alterna- 
tives for military aid in 1986. One isa 
deep cut in military aid to the range of 
US$25 million, with no increase until 
Marcos implements reforms. The:sec- 
ond option is,to.take the cuts entirely 
from the Foreig Military Sales com- 

| military aid package, 
which has little value since the finan- 





, cially strapped Philippines cannot af- 





ford to repay. loans.and the associated 
high interest rates. This would leave 
US$50 million іп grant aid. 

US officials in the Philippines have 
indicated that US$50 million in grant 
military aid is enóügh to begin dealing 
with the resources: problems of the 
AFP. They also state that they have 
more control over the delivery of 
В than t ey do with direct 
ai 

The actions of thé Philippine Gov- 
ernment during the next five months 
will affect what happens in congress. 
The implementation of “fundamental” 
political, economic,’ and military re- 
forms over the period would appear 
impossible. This is especially true with 
regard to the complicated structure of 
the AFP and economic agencies. More- 
over, the resource deficiencies of the 
Philippine military will remain as a 
cause of other problems. 

On the other hand, the Philippine 
Government could make a start. Mar- 
cos, for. example, could appoint Gen. 
Ramos as permanent AFP chief of staff 
and give him: full control. over counter- 
insurgency programmes: Marcos could 
also appoint new members to the com- 
mission. on‘elections and accredit the 
National Association to Monitor Fair- 
ness in Elections to act.as.an elections 
watchdog, as it didin 1984; enhancing 
the prospects for competitive Filipino- 
style elections for local and ‘provincial 
officials in January 1986. 

Marcos must decide whether he 
wants effective military’ assistance 
from the US. If he does, his government 
will have to make a greaterveffort to 
show good faith.to the US than it has 
up. to‘now. There will be no bailouts 
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1083. Zero Inventories 
An overview of stockless 
production that presents 
techniques for solving 
production problems and 
implementing planning and 
policy strategies. It provides a 
framework for integrating the 
production and inventory 
control systems of a firm. 329 
pp. US$33.00 
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197. Imestment Manager's Handbook 


^ reference that is a single 
comprchensive guide to developing 


portfolios that will most benefit your 


clients and yourself. The 41 
contributors to the book represent a 


blue-ribbon group of top investment 
y р p 
professionals, and the information is 


accurate, mnovative and practical 


1037 pp. US$62.00 
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199. Handbook of Financial Markets 
Intended for both experienced and 
novice investors, the "Handbook of 
Financial Markets" covers instrument 
mechanics, market regulations and 
much morc in à comprehensive vet 
readable form Required reading for 
intelligent portfolio management. 794 


рр US$62.00 














202. The Modern Accountant's 
Handbook 


The Modern Accountant's Handbook is 
ап accurate, up-to- date reference 
which covers current accounting 
practice. The sixty- five contributing 
authors have been involved extensively 
in formulating their companies 
accounting policies. They deal with 
ideas that have been developed and 
tried and, most important, ideas that 


work! US$62.00 
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1092. The International Banking 
Handbook 

A onc-of-a-kind sourcebook of 
today's radically new 
international banking scene. It 
provides clear and complete 
presentation of the Eurocurrency 
markets, the role of the 
international banker, marketing 
international services, the future 
of international banking and 
much more. Get an insider's view 
of current issues in international 
banking and how they affect 
world business, 853 pp. 
US$58.00 
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203. The Bankers’ Handbook 


Covers every topic of importance to the 
practising banker and the businessman 
who uses the services of a bank. Its K7 
chapters place the money knowledge of 
90 of the country's leading bankers at 


the fingertips of bankers and 
businessman alike, in concise, 


analytical style. Easy to use to help the 


businessman determine the best 


methods for improving the handling of 
his own banking. 1191 PP- US$62.00 

















198. The Managerial and Cost 
Accountànt's Handbook 


managerial and cost accounting 
problems of modern business 


concepts, use of information 
organisation und control systems. 


рр US$62.00 










^ handbook that provides practical 
guidance for solving à wide variety of 


enterprises, Hicludes: background and 


emerging trends and much morc! 1 297 








201. The Treasurer's Handbook 
The Treasurers Handbook will 
provide you with an almost 


inexhaustible source of tdeas which you 
can apply 10 both day-to-day work as 


well as fo. even morc important 
function of fong-term planning. For 


those who wish to do further research 
on any particular subject, the editors 


have included a compilation of 
references which enlarge on the 
coverage in (ће book. [210 pages 


US$62.00 
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816. Managing for Profits 
Managing for Profits offers 
management techniques that 
owners and managers can us 
increase profitability, fight 
inflation and achieve а growt 
assets. An innovative guide ti 
effective management for 
everyone involved in тапа 
an expanding business, 468 р 
US$37.00 


825. How to Use Interest Rate 
Futures Contracts 

This book is written for 
professiona! money managers to 
show how they canparticipate in 
this new market-place with 
confidence and wisdom. Fully 
indexed. 217 pp. US$41.00 




















1105, Guide to Investing in 
Private Companies 

A financing manual for the 
entreprencurial investor. From 
finding the right private 
company investments to 
evaluating entrepreneurs, 
negotiating and structuring the 
deal, and managing the 
investment, Arthur Lipper's 
book is a dynamic and 
authoritative guide to making 
successful private company 
investments. 279 pp. US$28.00 


1290. How to Write a Report 
Your Boss will Read and 
Remember 

This revised edition continue 
practical approach to busines 
communication. The focus is 
the "nuts and bolts" know-ho 
of writing effective reports. 22 
pp. US$15.40 








A compact, authoritative source of 


information on every aspect of finance 


The 73 authors, each a leading 


corporate executive and an export in his 
held, cover areas such as management 


control, capital management 


accounting, mergers and acquisitions, 


systems analysis, asset management 


etc. 1264 pp. US$62.00 
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744, The Real Estate Handbook 
A standard work for the real-est) 
profession. This book provides : 
wealth of information for anyar 
seriously considering real estate 
as an investment. The,book соў 
every aspect of buying and selfi 
real estate, including contracts, | 
value analysis, property income, 
“property management, financing 
much тоге, 1.186 рр. US$62.00 


813, The Sales Managers Book of 
Marketing Planning 

A complete, concise and practical guide 
for decision-making executives who 
need a better understanding of the 
market environment in which they 
operate. Includes target marketing, 
distribution planning, price planning. 
sales and advertising plans and much 
more. 244 ор. US$34.00 
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435. Interest Rate Futures 

Written for anyone professionally 

or privately Mis finance and 

investments — or who is interested 436. Managing Bank Assets And 
in learning more about them Liabilities 

Bankers, portfolio managers and A book that explains in detail how 
corporate financial officers will bankers can prudently seck to 
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against interest rate risks constraints imposed by liquidity 
Individual investors will find and interest rate risk and by 
alternate strategies to fit both capital adequacy. A crucially 
conservative and speculative important management arca! 429 


objectives. 413 pp. US$37.00 pp. 
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960. Evaluating Complex 

Business Reports Name: . 
An immense volume of research Address: 
material circulates daily in all 

business environments. In this 

non-technical and practical 


21. Rules of the Game 

tit Whisler details a set of 
ymmon values, beliefs and 
titudes — an unwritten set of 
iles that these board members 
ıllow in their governance of 
merica's corporations. From 
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1045. Managing Costs and 
Improving Cash Flow 

Author Frank C. Wilson 
illustrates methods for accurate 
cost identifications, formulas for 
implementing effective 
management control systems 
An indispensable management 
tool for managers today who 
wish to reduce cost and improve 
productivity. 261 pp. US$41.00 






426. Valuing A Business — The 
Analysis And Appraisal Of Closely 
Held Companies 

The essential book for any pertson 
who needs to know the value of a 
closely held corporation or un 
corporated business. Beginning 
with the fundamentals of 
valuation, the book presents both 
theoretical principles and generally 
accepted practices. Methods are 
also applicable to regular 
corporations, gencral and limited 
partnerships and sole 
proprietorships. 410 рр "US$62.00 
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440. Foreign Investment In United 
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investing in US pr 
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will save you time 
money. This comprehensive guide 
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If you are someone who has no 








problem expressing yourself 
when speaking but cannot put 
your thoughts down clearly on 
per then this book is for you 
Writing Out Loud is brief 


because the best business writing 
is simple, direct and efficient 
Fully indexed. 178 pp. US$25.00 
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The rehabilitation of a Chinese writer indicates that the 
cultural pendulum is swinging to the liberals again 


By David Bonavia in Hongkong 
here is evidently a new swing of the 
pendulum in the Chinese debate 

about literary and artistic freedom, 

and this time the swing is towards the 
liberal, not the authoritarian side. 
Recently published remarks by 

Chinese Communist Party General 

Secretary Hu Yaobang on journalism 

to the general secretariat in the pre- 

sence of other senior leaders also in- 
cluded a very positive evaluation of Hu 

Feng, the poet, critic and polemicist 

who died at the age of 83 on 8 June. 

Hu Feng was imprisoned in 1955 
for “counter-revolutionary” statements 

and was not exonerated until 1980. 

Mao Zedong personally attacked Hu 

Feng for his long-standing liberal 

views, which he was still promoting on 


` the eve of the 1956 Hundred Flowers 


movement. If he had not been jailed he 
would almost certainly have fallen vic- 
tim to the purge which followed the 
Hundred Flowers in the 1957 anti- 
rightist movement. 

Hu Feng's chief enemy, the literary 


— bureaucrat Chou Yang, has since been 


rehabilitated, but his influence is on 
the wane. The role of party spokesman 


_ on literary affairs has devolved on 
- Academy of Social Sciences honorary 
- president Hu Qiaomu, and on Hu Qili, 


director of the central committee gen- 
eral office (widely tipped as successor 
to Hu Yaobang), both of whom tend to 
the liberal side, Hu Qili more so than 
Hu Qiaomu. On the other side of the 
fence, the authoritarian trend has been 
increasingly strongly voiced by prop- 
aganda chief Deng Liqun, whois, how- 
ever, in a phase of eclipse just now. He 
has not exactly dropped out of sight, 


a but when last heard of was out of 


harm's way making speeches typical of 


his views in Sichuan province, includ- 


ing a call for "dozens" of TV serials re- 
flecting the lives of "revolutionary 
martyrs." 

A call for "complete freedom" in lit- 
erature and art was voiced by Hu Qili 
at the Writers’ Association Congress 
held earlier this year, at which Deng 
tried to steer the association into affir- 
mation of revolutionary authorita- 
rianism. 

Hu Yaobang's speech was made in 
February, but not released in the Peo- 
ple's Daily until April. In it he made 
the surprising assertion that "recently, 
through discussion, everyone has held 
that there must be complete freedom of 
creation in literature and art." How- 
ever, he immediately qualified this 
with regard to journalism. He added: 
"The main pronouncements of the 


44 


party and government and:their major 
reports on domestic work and foreign 
relations should represent the party 
and government, not just the editor 
and reporter." 

Hu Yaobang elaborated on his theme 
that newspapers were not free agents 
of personal or group expressions, but 
must faithfully follow the party line, 
except on certain less important 
"specific issues" over which debate 
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Liu) ‚ one of the most interest- 
ing novelists in China today, has again 
been praised by writers’ association 
executive vice-chairman Wang Meng. 
In an interview Wang said that Liu, 
who is in his mid-40s, had aroused 
much attention in 1977-79, but “later 
his name seemed less attractive.” Liu 
was a leading exponent of the “litera- 
ture of the wounded” of the late 1970s. 
This consisted of pessimistic, sceptical 
writings expressing the pain and disil- 
lusionment caused by the Cultural 
Revolution and its aftermath, and 
writing up stories of its victims. The 
“literature of the wounded” was sup- 
pressed from 1980 on when the Democ- 
racy Wall movement in Peking was 
brought to an end by the party, which 
felt the volume of criticism of present 
and past policies 
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could take place. He also rebutted as- 
sertions that the press in capitalist 
countries was freer than in China and 
that their political systems were better 
than China's; The interesting thing is 
that he should find it necessary to con- 
demn such ideas at all. He dismissed 
the Cultural Revolution when the 
"voice of the authorities was not giving 
expression to the voice of the people" 
as “a very special exception.” 


J ournalists and newspapers also had 
a duty to “raise a hue and cry" when 
they discovered cases of malfeasance, 
he said though such crusades are 
risky and sometimes fatal to the career 
of journalists if they arouse the ire of 
local authorities. 

The conflicting ideas on literary and 
press freedom being voiced in China 
show that the debate is still lively. 
Hubei's party secretary Guan Guangfu 
told a provincial writers’ congress that 


` the party must “guarantee freedom of 





reedom. 





was getting out of 
hand. 


р“ the pro- 
nouncements 
about “freedom” 
from on high, the 
Chinese literary cli- 
mate is still far from 
liberal by thestand- 
ards of other coun- 
tries. However, 
there is evidently to 
be no going back to 
leftist policies to 
suppress all indivi- 
duality of creation. 
Last April a leading 
leftist literary 
bureaucrat of the 
Cultural Revolution 
period, Liu Qing- 
tian, was sentenced 
to seven years' im- 
prisonment for hav- 
ing acted as an 
agent of Mao's then 
wife, Jiang Qing, 
who is also in jail: Another former left- 
ist in literary circles, Yu Huiyong, has 
committed suicide. 

As an aid to more openness in public 
affairs, the Supreme People's Court 
has announced that it will cast off its 
veil of secrecy and in future make its 
judgments public. Restrictions are also 
to be eased on imports of newspapers 
and periodicals from foreign countries 

— as well as Hongkong and Macau — 
and videotapes and recorded music. 

China, according to the National 
Publications Import and Export Corp., 
already imports about 4 million issues 
of 30,000 overseas newspapers and 
periodicals, at a cost last year of US$38 
million, which is to be raised this year 
to US$55 million. However, “many 
units still do not have access to im- 
ported newspapers and periodicals, 
because the corporation has been lack- 
ing in foreign currency," it was quoted 
as saying by the | English-language 
China Daily in Peking: п 
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Ayers Rock; Hawke; Australia Il; outback cattle station: giving substance to symbols. | 


OVERVIEW 





C?mon, Aussie — to where: 


In Japan, McDonald's hamburgers are mar- 
keted with maximum emphasis on their 
American origin. In Australia, the Big Mac 
is sold in exactly the same kind of fran- 
chised outlet, but somehow has become “a 
taste of Australia." The young Japanese eat- 
ing at Makudonarudo's is enjoying a mental 
trip to the United States at the same time, In 
Australia the market wants to know — so the TV commer- 
cials indicate that the beef is from Queensland, the 
wheat that made the bun from New South Wales, and the 
potatoes for the French fries from Tasmania. A close-up of 
a sizzling meat pattie cuts to a red-glowing Ayers Rock, the 
mountain in Australia's heartland which is oneof the prime 
national symbols. 

Patriotism is big business in Australia, and apparently 
even foreigners are allowed to get in on the act. Some ads 
for US-based Wang Computer Corp. show only the Austra- 
lian flag. Ford Australia and General Motors-Holden, both 
wholly owned subsidiaries of their Detroit parents, put 
Australian flags on their locally made cars. "We are moving 
with vou," says a Ford ad. 

Has Australia’s remarkable flag-waving boom thus 
reached its last cynical twist? Was the whole thing a result 
of severe economic recession, to be put aside now things are 
better? Or does this country really need such an incredible 
level of ego-massaging even now? Clearly a peak has pass- 
ed: that was in late 1983, with the economy on the mend, a 
devastating drought over, the America's Cup in the bag, 
Prime Minister Bob Hawke popping up to mingle with 
every successful sportsman, and the rock group Men at 
Work singing to the world about Vegemite sandwiches. 











This FOCUS was written in Australia by Hamish McDonald. 
with Edna Carew (Finance), David Hickie (Crime) and 
Jacqueline Rees (Immigration, Anzus and Defence) 





But it all began well before the rise of Hawke, the most 
vernacular and populist prime minister Australia has had 
in 50 years. Two quite different people did probably more 
than anyone else to launch the trend. Hawke's old-school- 
tie predecessor, Malcolm Fraser, was appalled urveys 
showing widespread disparagement of Australian pro- 
ducts. So in 1979 he sponsored the Advance Australia 
Foundation, a body which sells its logo for locally made 
items. At the same time, media baron Kerry Packer saw 
way to package cricket for TV. Top players were bought for 
national teams, and dressed in colours instead of the tradi- 
tional whites. Playing time was cut to one day from five 
And Australian crowds were whipped with a nev 
“C'mon Aussie, c'mon 

The Advance Australia logo has since been applied to 
about A$3 trillion (US$2.05 trillion) worth of goods 
dealers who put it on South Korean—made toy koalas were 
publicly castigated. Commercial designers ha: coured 
the collective memory for emblems of Australia. Marketing 
whizz Jim Swan set up a shop called “The Proud Austra- 
lian” to sell them, and was able to franchise 15 more in Syd- 
ney alone. A pharmaceuticals firm which put the Advance 
Australia logo on its baby cream saw sales jump 260° 
within a month 

Not all Australians like this kind of boosterism. The Aus- 
tralian Humanist Society, for example, castigates the trend 
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 ANZandGrindlays. A new force in 
International Banking has been createc 


The Australia & New Zealand 
Banking Group with its acquisition of the 
UK based Grindlays Bank, has 
established a formidable presence on the 
international banking scene with group 
assets of USD30 billion. 

An asset base that spans the globe 
with over 1,660 branches and offices 
in 45 countries, placing the ANZ Group 
in the ideal position to assist corporations 
with their particular domestic and inter- 
national finance requirements. 

Both ANZ and Grindlays have 
extensive experience in international 
finance and related services, each with 
over 150 years experience, $e 

This new force is staffed with — 
experienced professionalswhocanhandle — 
all your worldwide banking needs, 
whether they be cross border or local. 

So, if you're looking for a global 
banking group which is highly respected 
in international banking circles with the 


strength, flexibility and p 
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as “contrived patriotism 
and commercial jingoism,” 
as “manipulative social 
engineering” and “blat- 
antly trivial nationalistic 
indoetrination." But while 
the frenzy is not what it 
was, the Advance Austra- 
lia trademark still meets 
an amazing 97%: consumer 
acceptance as meaning 
both Australian-made 
and good quality. Over- 
kill is apparently not pos- 
sible: even Fosters Lager cans will soon sport the Austra- 
lian-flag logo. 

If the recession of the early 1980s did see the heights, or 
the pits, of commercialised patriotism (“In tough times 
people cling together a bit more," said Swan) the need is 
still very much there, Indeed, it is probably gathering for a 
new storm with the America's Cup yachting to be held off 
Perth in 1987 (defender Alan Bond's “Boxing Kangaroo" 
logo is to be marketed by Swan) and the bicentenary of the 
first British settlement to be celebrated in a burst of self- 
congratulation in 1988. 

Social commentator Donald Horne coined the sardonic 
phrase “the lucky country" in his 1964 book of the same 








name, and highlighted a phenomenon Out of this unease about 
known, as the "cultural cringe.” To lia's role in the world, some 
Horne, the new T-shirt nationalism country's more discert 
is part of the same syndrome. The leaders have pointed 
movement revived by Horne and other different paths Australi 
intelleetuals in the 1960s to query One is economic stag 
Australia's link with the British ON OTHER PAGES Australia not becor 
monarchy has gone quiet. So too has petitive in a rapid 
the urge to remove the Union Jack Politics 48 gion, so that over timi 
from the corner of the flag: no one F r would become what Cor cR 
trusts the politicians not to replace it The Asia Link 50 Australia chief Roder 
with Bond's green-and-gold boxing Immigration 52 called “the poor 
kangaroo j Asia.' 

The new wave of Australian cinema Crime 54 Alternative vision 
has shifted its approach since the Anzus 56 Carnegie and othe: 
early 1970s. From its highly successful : prospering on hard work and 
dramatisations of classic novels, the Finance 67 tion with its nat 
emphasis has shifted to. historical Tourism 71 well-educated populat 
dramatisations. A partnership be- cal stability providir 
tween director Peter Weir and play- Resources 74 once market restraint 
wright-screenwriter David William- Agriculture 76 In this scenario, John Elliott 
son has been central to this. In William- the conglomerate Elde X 
son's screenplays a self-pitying na- Australia as "the Switzerl 


tionalism is paramount. His Anzac 
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soldiers in Gallipoli are heroic youths, sacrific 
poltroonery 

The cynicism of the powerful ally comes up again 
Lap (Did the Yanks nobble the great race! ) 
The Last Bastion (in which Gen. Douglas Ма 
Sir Winston Churchill each put their own count 
terests before those of Australia in World War LI) 
goes on in a satellite host, right up to the CIA 


Art! 


machinations against former prime minister Gougl 


lam in the Kennedy-Miller group's The Dismissal 
The theme is that the earlier generations’ wa 
coming their inferiority complex — by 
tle ally, in the thick of it from the start 
tempt or pity ("Poor, dead Australians," says a chai 
Evelyn Waugh's novel Brideshead Revisited 
crumbs from the division of imperial sj 
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n escape from this can be seen in sever trat 
Az political activity in Australia: Foreign ? 
ter Bill Hayden's search for a role in settl 


Indochina standoff or the rise of the anti-nucleai 


ment. But in proclaiming independence, these movemen 


also display still a search for recognition. These 
lians, too, desperately want to be an example 
world. The nationalist drum is beaten by all 
including the foreign chains which want to sell the 
burgers, cars and computers 


Asia 


being the plu 
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Peacock: credibility restored. 





POLITICS 
The Messiah 
is brought 
A leader previously dubbed “the Messiah” 
in Canberra circles, Australian Prime Minis- 

e ter Bob Hawke has been showing himself to 

be a mere mortal in recent months as doubts 

pile up about his Labor government's abi- 

lity to carry through fundamental re-align- 

ments in the economy. Hawke's ebullient 

honeymoon with the Australian electorate 
since coming to power in March 1983 had already ended 
with the 1 December elections last year. 

His decision to conduct an unprecedentedly long election 
campaign caused a jading of public support. Combined 
with a bungled change in balloting procedures, this caused 
a sharp reduction in the Labor Party's parliamentary 
majority. Although the party grip on parliament remained 
comfortable, the poll put the conservative opposition coal- 
ition of the Liberal and National parties within striking 

— — —, distance of a win in the 
Г È next elections, due within 
an. three years, as well as re- 
storing credibility to op- 
position leader Andrew 
Peacock. 

Hawke had often been 
accused of seeking high 
opinion-poll ratings for 
their own sake, in a 
kind of political nar- 
cissism. The election de- 
bacle brought out a ten- 
dency to flee from argu- 
ments, to agree to re- 
quests. And the case a few 
months later of the MX 
missile tests showed him 
in a new vacillating light, 

| as well as illustrating 
a tendency in Austra- 
lian politics to make sym- 
bolic mountains out of molehills in international af- 
fairs 

The affair arose when Hawke and a clutch of senior 
ministers gave the United States Government unan- 
nounced approval for one or two unarmed aircraft to fly in 
Australian air-space over the Tasman Sea to observe the 
splashdown of MX missiles during tests. When this leaked 
in Washington, Hawke appeared to have the numbers in 
Labor rooms to maintain policy. But he backed off in face 
of vocal criticism from the party's Left, which opposes the 
Australia-US alliance, and the emerging peace movement 
in the party's centre 

A comment by Hawke that he would not "commit 
suicide" over reform of the taxation system added to 
doubts about his resolve. And the syndrome was exacer- 
bated when, on the advice of the Reserve Bank (the central 
bank) and with approval by many private financiers, Trea- 
surer Paul Keating dropped money-supply targeting 
through the broad money (M3) system because it no longer 
presented a reliable measurement. 

These political factors triggered the pent-up downward 
pressures on the Australian dollar built up by a widening 
current-account deficit, which threatens to exceed its Au- 
gust budget-time target of A$8.5 billion (US$5.6 billion) by 


AR 








about A$3.5 billion in the 1984-85 fiscal year (to 30 June). 
From a level of around 83 US cents in January, the Austra- 
lian dollar fell steadily to 63 US cents in late April, with a 
similar 20% decline in the trade-weighted index — indicat- 
ing that an international loss of confidence in the Austra- 
lian economy was involved as well as the US dollar's 
strength. 

The wide consensus is that the markets overreacted or at 
least were guilty of pre-judgment about the fundamentals 
of the economy. Counter-balancing evidence of firm con- 
trol by Keating came in his licensing of 16 foreign banks 
and through the rise in interest rates over March-April — 
including a 0.5 percentage-point lift in the politically sen- 
sitive housing-mortgage rate. 

The fumbling continued. Hawke and Keating let a golden 
budget-cutting opportunity slip away when Finance 
Minister John Dawkins put up a proposal for re-introduc- 
tion of student fees at universities, abolished in 1973, and 
then was left alone to defend it when Education Minister 





Hawke with Reagan; election meeting: a jading of public support. 








Susan Ryan broke cabinet unity and successfully appealed 
against it to rank-and-file Labor MPs. It was a dismal re- 
minder of the executive weakness of the 1972-75 Labor 
government under prime minister Gough Whitlam. 

Only a firm implementation of Hawke's "trilogy" of 
promises made during the last election campaign — to re- 
duce the federal budget deficit in absolute terms in 1985- 
86, and to keep government spending and taxes from rising 
any faster than gross domestic product over the govern- 
ment's three-year term — is likely to restore confidence in 
his government's grip on the economy. 

A step in this direction was taken by Hawke and Keating 
in the 14 May mini-budget, which announced cuts of 
A$1.25 billion in spending for the 1985-86 fiscal year start- 
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ing in July. But the failure to tackle the more glaring exam- 
Res of largesse (such as the provision of free university 
aces and family allowances regardless of income) kept fi- 
“nancial markets uneasy, though the initial response was 
favourable. 

‚ Asad fact ‘of life for a Labor Party government is that it 
must demonstrate a far more impeccably “conservative” 
economic policy than its opponents to keep the money mar- 
kets happy. Thus, Keating has been given little time to rest 
on his banking laurels. The business sector is now expect- 
ing the Hawke government to follow up with further radi- 
cal changes to deregulate markets and remove disincen- 
tives. 

Prime among these is a reform of the taxation system. In 
common with other developed economies, Australia suffers 
from declining returns on its income-tax base. With a 60% 
income-tax rate cutting in at just over A$35,000 a year 
about twice average earnings — and business subject to a 
flat 46% company tax, a taxpayers’ revolt is occurring 
through widespread avoidance. 


Treasury white paper published on 4 June proposes 
A drastic changes to the tax system, which the govern- 

ment has endorsed. A new 12.5% consumption tax 
and introduction of a stiff capital-gains tax at full marginal 
income or company tax rates would be the main compo- 
nents, allowing personal income-tax rates to be scaled 
back. Hawke hopes that a “summit” meeting in July with 
inferested groups such as employer organisations and trade 
unions will produce a national consensus on the broad out- 
lines of the new tax policy. In this, he is hoping to match the 
suécess of his 1983 wages accord that indexes wages toin- 
flation. 

Critics such as former Treasury head John Stone argue 
that Hawke is merely inviting obstructionism by vested in- 
terests; that with barely enough time to have new tax 
mechanisms installed by the 1986-87 tax year he is wasting 

valuable time, and that with the opposition parties ingen- 
eral agreement on indirect 





taxes, consensus enough has 
been formed 

Time certainly is short for 
Hawke to make what could 
turn out to be his govern- 
ment's most noteworthy 
achievement. With Austra- 
lian parliaments elected for 
only a three-vear term, gov- 
ernments have only the first 
year before considerations of 
short-term electoral advan- 
tage weigh down again. The 
example of the assets test, in- 
troduced in Hawke's first 
term to restrict state pensions 
to those who need them, is 
salutory. He failed to get the 
whole point across, even to 
his own party. The conserva- 
tive opposition — who from 
the point of view of their own 








MARGARET OLAH/RAPPORT 





n ideology should have sup- 
ported Howie — ran a highly successful scare campaign 
about it before last year's elections. 

The case of the financial sector has given Australians a 
taste for deregulation. Talk of rigidities in the labour mar- 
ket, civil aviation, the retail industry and communications 
is widespread. But examined close up the opportunities 
vanish. Retailers have experimented with extending their 
opening hours, tightly regulated under penalty of heavy 
fines by state governments. With few exceptions, these 
tests have been demonstrable failures: the population is too 
small, too sparse, and.no one dares risk a real shake-down 
to what a free market, will support. 

Thetwo-airline p glicy, which reserves virtually all main- 
route domestic traf hie for,the privately owned Ansett Air- 
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lines and the federal government's Trans Australia Airlines 
(TAA), is another case in point. Competition is so evenly 
matched as to provide no choice: a traveller wanting to go 
from Perth to Adelaide, for example, has the choice of one 
Ansett flight and one TAA flight, both leaving at 1 p.m 

Both airlines naturally argue that the small, unevenly 
distributed Australian population prevents the kind of de- 
regulation and cheap-fare packaging that has been under- 
taken in the US. Like the international carrier Qantas, they 
point to their unrivalled safety record as one product of a 
protected market. And with the two-airline policy made 
immutable by the previous government until 1990 
unless all participants agree to change (and why should 
they?) — a promised review this year already seems a futile 
exercise. 

A free labour market is now enshrined as the policy of the 
conservative opposition. By this is meant the abolition of 
the complex network of arbitration courts which attempt, 
with varying degrees of respect, to impose judicial deci- 











| Young и worker: wage cuts resisted. 


should 
be collective bargaining. Unsurprisingly, this meets zero 
response among Hawke government members, many of 
whom spent their earlier careers in the arbitration. system 


sions, on wage and other industrial issues. In place 


as union advocates and activists. Even to younger party 
leaders such as Keating a threat to the vested interests in 
the existing system, as old as the Australian federation it- 
self, isa quick step to oblivion for any government 
Australian trade unions are unlikely to replace the exist- 
ing 19th. century craft-based structure with US-style in- 
dustry-wide unions, the official goal of the Australian 
Council, of Trade Unions. C orporate unions are even more 
remote. Yet there are ad hoc arrangements which are start- 
ing to show results: the prime example is the dispute-settl- 
ing system in the Pilbara iron ore industry worked out by 


‚Науке himself. It has produced, so far, a 60% cut in strike 

time. 
Some movement does seem possible in two cases where 
49 
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Australia policy over the past 20 years is 


б plicit in the anti-nuclear movement and 
— the opposition to the Anzus defence 


› 
f slow on their own policies of non-align- 
. ment, zones of peace, and exclusion of 
^ nuclear weapons. 

^... Much can be explained by the Australian yearning for in- 


` front line in the conflicts and issues of the time, at the side 


rigid wage systems keep down employment opportunities. 
The Labor and unions have resisted for some years any sug- 
gestion of lowering youth wages relative to adult rates to 
attack the 20% plus level of unemployment among the 
young workforce. Recent debate has shown a glimmer of a 
chance that they will consider a “training wage" that will 
give employers an incentive to take on the young and inex- 
perienced. And the service industry — cited as the best 














or night and weekend work. Perhaps because a steady de- 
cline of unionism and a shift to casual employment may 
make union objections increasing irrelevant, some heads in 
thelabour movement are again inclined to consider change. 
The Australian economy has all the attributes to enable it 
to respond to Hawke's economic strategy of targeting 
"niches" in foreign markets for Australian medium-tech- 
nology manufactures, services and specialised high-tech- 
nology products. Reliable supply and quality control have 
long been problems that have hobbled this capability. 
Further deregulation seems to be a necessary accompani- 
ment to Hawke's new industrial revivalism. п 








THE ASIA LINK 


A dilemma for 

the neighbours 
Australia under Prime Minister Bob 
Hawke presents a curious predicament for 
5 Asian governmênts: its efforts to fit in even 
E closer to theregion arenot always very com- 
fortable for its neighbours. It is hard not to 
countries would be far happier with a more 
А traditional Australia: more distinctly West- 
"ern-leaning and more conservative in its world outlook. 
Even the dismantling of the White 


get the feeling that most neighbouring 





not universally hailed. In Japan (a coun- 
try which never objected to the policy in 
principle, only to being included in it 
along with other Asians), the new “mul- 
ticultural" Australia causes misgivings, 
at least among the older generation. 
Some members of one recent delegation 
of Japanese MPs even voiced private 
criticism, on their return to Tokyo, at the 
influx of “low-class” Asians to Austra- 
lia. 

The leanings towards neutralism im- 


treaty linking Australia, New Zealand 
and the United States, where they are 
noticed at all, create problems for re- 
gional governments that currently see 
sound strategic imperatives for going 


volvement. Once this was satisfied by taking part at the 


of Britain or the US. The friction now derives from Austra- 
. lia’s unwillingness to take sides, though it is still subject to 


sudden infatuations which may or may not last (at one time 


Japan, now China). Frequently, this looks to the outside 
world like the desire for a free ride and all the easy answers. 

A delegation of Southeast Asian editors astounded their 
Australian counterparts in a seminar in Sydney by voicing 


` the feeling that Australia would carry more clout if it did 


show itself able and ready to help defend its Asean neigh- 

bours if they were ever threatened. Australia's ability to 

project military power has indeed declined markedly, with 

the scrapping of the naval air arm and perhaps soon the re- 
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Hayden: honest broker. 





placement of its long-range submarines with shorter-range 
models. 

Meanwhile, the.activist aspect of its foreign policy, 
shown in the "honest broker" role pursued by Foreign 
Minister Bill Hayden in Indochina, is unlikely to change in 
the short term. The uproar over Hayden's sortie into In- 
dochina in March did cause doubts to surface in Canberra. 
It came out that some diplomatic and intelligence advisers 
disagreed with the line that vital Australian interests were 
at stake in Cambodia, a policy assumption not really de- 
bated before. 

These analysts argued that the Vietnamese showed little 
sign of believing they could extend their influence or power 
beyond Indochina to the Asean group of countries, whose 
stability is indisputably an Australian interest. Therefore, 
why take risks on the outcome? Hayden and others havé ar- 
gued that the arrival of Vietnamese boat people on Austra- 
lia's northern shores after 1975 amply demonstrated how 
far the impact of events in Indochina can extend. | 

Whatever the case, strong domestic pressures will Соп- 
tinue to drive Hayden along his activist path, which was 
endorsed by Hawke in his 15 April speech welcoming visit- 
ing Chinese Communist Party General 
Secretary Hu Yaobang. 

A rump of the ruling Australian 
Labor Party still sees Vietnam as the 
underdog in Indochina, now being 
pushed around by China and Asean. As 
with the anti-nuclear issue, and earlier 
with East Timor, distant concerns can- 
not simply be ignored while Australia 
goes about its own business. A moral 
stand has to be taken. 

Some personal factors also come into 
play. Hayden, still bitter at being 
pushed out of the Labor Party leader- 
ship just before the party's victorious 
1983 election campaign, has channelled 
his talents into making something sub- 
stantial of his new job, perhaps also 
turning it into a springboard back to 
the top. Hayden is also a natural stu- 
dent (in his younger days a Queensland 
police constable, Hayden put himself 
through university after being elect- 
ed to parliament) and is temperamen- 
tally impelled to delve into issues rather than close them 
up. 

Has Hayden's diplomacy achieved anything more than 
irritating his counterparts in friendly governments? Proba- 
bly, yes. The East Timor issue has died down as an irritant 
between Australia and Indonesia, in large part due to 
Hayden's risky probing of the wound. And the alleged de- 
bacle of the Indochina venture in March was in large part 
self-generated by Canberra's tiny but incredibly self-im- 
portant closed circuit of politicians, bureaucrats and jour- 
nalists. 

If nothing else, it and other Hayden misadventures 
should have provided some salutary public education in 


Australia about the intractability of foreign-policy ques- 
tions. "m 
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icultural Aircraft to 

iland, Bridges for 
Indonesia-Transfield has 
already built a reputation. 


A bridge to 


South East Asia. 


The Transfield Group has supplied expertise and can supply prefabricated 
agricultural aircraft for Thailand’s sugar steelwork throughout South East Asia for 
plantations, has recently supplied 150 any size of project. 
specially-designed steel bridges for 
Indonesia and is completing a further 
550 for this important market. 

Further north, we have supplied and 


installed container cranes for the port 

a "dhranstie 
Transfield can offer a wide range of 

management services or construction 100% AUSTRALIAN-OWNED 

Mui Plaza, Jalan P. Ramlee, 

KUALA LUMPUR, MALAYSIA. Tel. 489 233 m 

(Offices also in Singapore and Jakart: à 
1 n Singapore an rta.) m ~AS 
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IMMIGRATION. 


— in the three months to June 1984 had decreased by 


2 | eame to power in 1983 of favouring 














The newest New y ^ 
Australians are 
mostly from Asia 


e) 


About half the immigrants arriving in Aus- 
tralia are now Asian-born and little more 
than a quarter are Europeans, including Bri- 
tons, according to figures from the Austra- 
lian Bureau of Statistics which reflect the 
dramatic shift in Australian immigration 
patterns in recent years — a greater propor- 
tion of Australia's migrant intake being 





_ drawn from Asian countries, particularly Southeast Asia, 
_ апа an increasingly smaller proportion from the tradi- 
_ tional sources of Britain and Europe. 


The proportion of European migrants entering Australia 
45% on 
the corresponding quarter for $ 
the previous year. A monthly 
survey by the bureau in August 
1984 found the same trend 
Asian-born ‘settlers coming to 
Australia accounted for almost 
half the new permanent settlers 
entering the country. in that 
month, representing an in- 
crease of 39% on 1983 figures. 
The proportion of settlers from 
Europe had dropped 29%. Pre- 
liminary figures for the Sep- 
tember quarter of 1984 indicate 
49% of the 19,302 settlers arriv- 
ing that quarter were Asian- 
born and 28% European-born. 

The government's recently 
announced 1985-86 immigra- 
tion targets cut the annual in- 
take of Indochinese refugees 
from 8,000 to 6,000 but the total 
intake of Indochinese settlers is 
expected to remain at the same 
level as at present since most 
Indochinese enter Australia via 
the controversial family-reun- 
ion scheme which gives priority 
to applicants with relatives al- 
ready in Australia. 

The 1985-86 programme will 
see a return to a policy which 
operated until the Labor government {© 





Vietnamese 


applicants who can speak English and have the skills Aus- 
tralia needs. Announcing the revamped policy, Immigra- 
tion Minister Chris Hurford was at pains to point out this 
move had an economic not a racist rationale. "Employabil- 
ity" was the prime concern, he said, and migrants from 
countries such as Malaysia, the Philippines and Singapore, 


` where English is widely spoken, found jobs in Australia as 


readily as the British. 

Figures to be released later this year should show a slight 
shift back in the proportion of British intake, though the 
actual number of British migrants to have arrived in Aus- 
tralia in the 1984-85 fiscal year will be less than that in 
1983-84. Hurford said recently in London that he expected 
the 1984 figures to show a 6% increase in British immi- 
grants to Australia over the previous year. In fact, there 
were a little more than 13.000 immigrants from Britain in 
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marching in Anzac Day parade: under fire. 









^ end ride e 
` Faced with continuing high SEIR in Australia 
and union demands to curb immigration — regardless of 
race — the government revised the current migrant intake 
downwards late last year from 90,000 to about 70,000. That 
the British have held and slightly increased their propor- 
tion gives the government some ground to counter critics 
who have accused it of being anti-British — notably histo- 
rian Geoffrey Blainey, who caused a storm last year when 
he charged the present Labor government and its conserva- 
tive predecessor with moving from the extreme of Austra- 
lia's formerly prohibitive White Australia Policy to the ex- 
treme of positive discrimination against British migrants 
in favour of Asian settlers. 

Hurford has indicated that Australia’s commitment to a 
high intake of Indochinese refugees precludes any drama- 
tic reversals of present policy in the near future, but he 
noted in a speech in London in April that there was a limit 
to the number of refugees Australia could accept in the long 
run. 

Meanwhile, Australia has sought to diversify its refugee 
intake and is дершщ refugees from about 40 countries. 
Last year about 2,000 refugees from countries as varied as 
Ethiopia, Chile and Poland were resettled in Australia. But 
by far the greatest numbers are from Indochina. From April 
1975 to June 1984 Australia re- 
settled 88,112 Indochinese re- 
fugees — 70,482 Vietnamese, 
11,049 Cambodians, 6,519 Lao 
and 62 with unstated citizen- 
ship — and in June 1984, there 
were still more than 181,000 In- 
dochinese refugees registered 
for resettlement in Australia. 


overnment policy in re- 
G lation to the Indochinese 

is to turn the emphasis 
gradually from refugee reset- 
tlement to family reunion. In- 
dochinese in Australia have 
sponsored the applications of 
more than 30,000 relatives from 
Vietnam under this scheme. 
Some 1,700 of them arrived in 
1983-84 and 5,000 are expected 
this year. Indeed, nearly 45% of 
Asian immigrants to Australia 
last year came through family 
reunion, which is perhaps that 
most controversial aspect of 
present policy. Critics say it 
favours Asian immigration not 
least because Asian family net- 
works are so much bigger than, 
for example, those of British 
families. 
There is concern, too, about the impact of family migra- 
tion on employment. Families bringing relatives to Austra- 
lia are supposed to guarantee employment for the relatives. 
Critics remain unconvinced about the effectiveness of these 
guarantees. And while the old argument that Australia 
needs large numbers of immigrants for defence — “popu- 
late or perish” — is rarely heard these days, arguments 
about the effect of immigration on the economy, and there- 
fore on unemployment, continue as they have since Austra- 
lias big post-World War II immigration programmes 
began. 

In keeping with the experience of each successive wave of 
migrants since 1945, Asian migrants to Australia have very 
high unemployment rates. The newest migrants, whatever 
their national origin, have always suffered most unemploy- 
ment, Unemployment among Asian immigrants is cur- 
rently running at 20%, nearly 9% above the general rate of 


unemployment for migrants. The Vietnamese experience 
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made more generously available to Asian 
immigrants than they were to the European refugees who 
árrived i in the 1950s land 1960s. As recently as 10 years ago, 
for example, the federal government spent only about A$4 
million (US$2.65 million at today’s rates) on adult-educa- 
tion programmes designed primarily to help migrants learn 
English. In 1983-84, the government spent more than A$39 
million on these programmes. 

Where Asians have been the butt of small extremist 
groups, they have experienced the same prejudices once di- 
rected at European immigrants. The lavatory graffitti writ- 
ers who now scrawl “Go home Slope” once wrote “Out 
Dago” and “Go home Balt.” The British have had their cri- 
tics too, with at least one 
former government minister 
referring to the number of 
British-born union leaders 
in Australia as “the British 
disease.” 

An equally | unhappy 
parallel between Asian and 
European immigration is 
found in the importation of 
crime rings to Australia. Cri- 
tics who forecast that large- 
scale southern European im- 
migration to Australia 
would bring with it Mafia- 
style crime rings have 
proved correct. Now, recent 
confidential government re- 
ports have revealed that 
members of Chinese triad 
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societies are involved in the import and distribution of hi 
roin and in gambling, prostitution and extortion rac 
According to the reports, the influx of Indochinese t ni 
rants has exacerbated the problem by introducing mer 
bers of rival triad factions. 

Successive generations of migrants have —— 
them the political emotions of their homelands, too. Me 
recently, Australia's Vietnamese gave vent to their em 
tions in demonstrations against the arrival in Australia 
22 Vietnamese students studying English under a Un 
Nations programme. The Australian Vietnamese 1 
nounced the students as "red devils, cadres and scapegoat 
for the Hanoi clique 
to spy on Vietnames 
Australia," and pro est 
in front of the federal p 
liament building in Са 
berra. 28 

But as long as such den 
onstrations are not viole 
Australians tolerate e. 
for in the main Austrz 
immigration program 
have been remarkably И 
cessful. More than 4 i 
lion migrants from mx 
than 100 countries have st 
tled in Australia since 19. 
but the racial violence se 
in some countries in 
years has had no рагай 
Australia. 
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NSW’s criminal ‘establishment? 
gives cause for concern 


e 


It has taken 20 years for the message to sink 
in, but Australians are finally beginning to 
realise that the massive, nationwide opera- 
tions of organised crime syndicates are 
largely out of control. Over the past two 
years, the warnings of numerous prominent 
judges, official inquiries and honest politi- 
cians have all highlighted the same sleazy 





picture. 

In 1983, Justice Athol Moffitt, the man who a decade ear- 
lier headed one of Australia's first royal commission probes 
into organised crime, warned: “Organised crime has made 
enormous advances in the past 10 years and is now operat- 
ing on a large scale across Australia . .. Time is short. Five 
years, maybe less, could be too late to launch any effective 
defence against it." 

At the same time, Doug Meagher QC, legal counsel assist- 
ing another royal commission, said: "Justice Moffitt re- 


ported in 1974 that there was a real danger _ S. 


that organised crime from overseas would 
infiltrate Australia in a substantial fash- 
ion .. . Even as he was writing that re- 
port, organised crime was well on the way 
to becoming entrenched in Australian so- 
ciety .. . at present organised crime is un- 
checked, is out of control. In the taxation 
area it has now been assaulted. In other 
areas the assault, if at all, is a mere 
fleabite. " 

While à series of recent inquiries have 
unearthed details of criminal networks 
operating around the nation, most have 
pinpointed headquarters in the state of 
New South Wales and its capital city, Syd- 
ney — the very origins of which as a con- 
vict settlement explain a lot about the 
traditional public attitudes to vice and il- 
legal gambling that remained unchal- 
lenged for so long. Professional criminals 
and crooked police arrived in the city on 
the First Fleet from Britain in 1788 — and 
ever since there has been a marked toler- 
ance among the Australian people of at 
least certain types of lawlessness. 

Sly-groggins (unlicensed sale of liquor), 
prostitution and illegal SP (starting-price) 
betting did not disturb people, and it is 
only in very recent years, with the arrival 











problem to all Sydney's citizens. Between July 1982 and the 
end of 1983 the burglary rate more than doubled; from 1980 
to 1983 it trebled. Where seven years ago one householder 
in 60 living in the Sydney metropolitan area was likely to 
have his home burgled in 12 months, today the same person 
has one chance in 20 — and this figure soars to an alarming 
one in six in Sydney's high-risk Eastern Suburbs and 
inner-city areas. 

Police say more than 80% of these burglaries are to sup- 
port a drug habit — mostly heroin. In short, the heroin 
trade has bred a new class of criminal. As a result, more and 
more citizens are demanding to know where the heroin 
comes from, who is making money from it, and why au- 
thorities have failed to do anything effective to stop its ob- 
vious spread 

Bob Bottom, former adviser on crime to the NSW state 
government, declared that the massive spread of organised 
crime has “reached the stage where this multi-billion dol- 
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of the large-scale heroin trade and its as- 
sociated crime wave, that a different reaction is at last 
being provoked. Suddenly ordinary Australians are wor- 
ried about the implications. 

Put simply: until recently most citizens viewed the oper- 
ations of organised crime as something which would never 
touch their lives. But that has changed dramatically. The 
streets of inner Sydney are filled with the victims of the 
nefarious heroin trade every night of the week. TV crews 
highlight their tragic plight continuously. And more and 
more ordinary citizens are coming into direct contact with 
the problem themselves — either because a son or daughter 
becomes involved or one of their friends has béen snared 

Moreover, on a practical level, the dramatic increase in 
the burglary rate has emphasised the dimensions of the 


The writer of this article, David Hickie, is the author of the best-selling 
book The Prince and the Premier (Angus and Robertson, Sydney 1985) de- 
tailing links between politicians and illegal gambling in New South Wales 
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| Young addicts in Sydney: crime on the doorstep. ione 





lar racket is corrupting people not only in the police force 
but in government and other agencies . . . Unless some ef- 
fective measure is taken to tackle it, it will take over the 
country." 

His forebodings were echoed by NSW university 
sociologist and crime expert Dr Alfred McCoy, who sum- 
med up: “We are now at the stage in NSW and Queensland 
where organised crime, developing over the past 30 years, is 

ready to penetrate the structure of the states . . . It is 
ready to become semi-legitimate and become as much a 
part of Australian life as the Mafia hasbecome of American 
life." 


occurred overnight. Indeed many of them have been 
regularly identified at official inquiries over several 
decades. But the political patronage they have mustered 
has enabled them to prosper regardless, and many have 


т rise of Sydney's major criminal figures has not 
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pese appearances in thé | newspapers, where they аг 
quaintly titled “prominent Sydney businessmen” and "col- 
ourful racing identities." 

The figure who changed the state of the game more than 
any other was the late NSW premier Sir Robert Askin. Dur- 
ing his 1965-75 reign as head of government in Australia’s 
most populous state, organised crime became in- 
stitutionalised on a large scale. In return for huge cash 
payoffs, Askin allowed illegal casinos run by his mates 
from the racetrack to flourish across Sydney in open de- 
fiance of the gaming laws. And whenever a spot of trouble 
began to brew, he took care of it. 

Hence, when illegal gambling boss Richard Reilly was 
gunned down in 1967 and police found a number of his “lit- 
tle black notebooks," 






Askin moved swiftly. g 
The books listed 389 AB 
telephone numbers, T i 
names with figures 7 


next to them, and rows 
of dates and money 
payments. The names 
included many promi- 
nent Sydney people, 
senior police, abor- 
tionists, massage-par- 
lour operators, law- 
yers, politicians and 
leading criminals. 

Askin and his police 
commissioner, Norm 
Allan, knew the diaries 
were political dyna- 
mite and ensured that, 
despite detailed police 
investigation into the 
activities of those 
listed, the results were filed and forgotten. Those 
notebooks were potentially the greatest breakthrough into 
organised crime in Australian history. Many of the as- 
sociated police investigations probed the very heart of or- 
ganised crime in Australia. But Askin ensured they were 
never acted upon. 

Today, the Askin legacy is obvious to every citizen. Cor- 
rupt politicians, corrupt police and violence — these are the 
hallmarks of NSW politics after Askin. Referring to the ac- 
tivities of Askin and others, Independent MP John Hatton 
told the NSW State Parliament: “The stench in this parlia- 
ment is so great that I, as a citizen, cannot stomach it any 
longer." 





How a little flutter 
helps the syndicates 





.. AUSI TRALIA 


Hatton added: “This is the gambling state. This is the 
honey pot. Crime attracted to Sydney the worst criminals 
from the West Coast of the United States . . . Do not tell me 
that organised crime is not protected [in NSW] Blind 
Freddie knows that crime is organised. Hundreds of 
thousands of Sydney people know it. How much proof is 
needed? It goes from administration to administration and 
from government to government . . . Under the Askin gov- 
ernment . . . the real penetration of Australian crime by 
overseas mobsters, gangsters and the Mafia took place. The 
shopfront gambling and rackets came of age.” 


NSW parliament to “the taint of corruption whieh 

smothered NSW politics for a decade before we took 
over ... the proliferation of crime, gambling casinos and 
criminal activities." And McCoy wrote: "During the 11 
years from 1965 to 1976... the state endured a period of po- 
litical and police corruption unparalleled in its modern his- 
tory." 

The essence of Sydney's predicament is that though 
crime exists in all cities, in most the government tries to re- 
duce it to a minimum, but in Sydney in the 1980s, after the 
decades of scandals and corruption, organised crime is 
taken for granted. 

During the Askin years senior police officers became in- 
volved in bribery, corruption and organised crime on a pre- 
viously unimagined scale. “The best police force money can 
buy" they now say around the night-life centre of Sydney, 
Kings Cross. It is no historical coincidence that almost 
every official investigation since the 1940s has consistently 
criticised officers of the NSW police force for their active 
involvement in the scams of the day. 

Bottom has consistently noted that "while some police in 
Australia still pretend that organised crime does not even 
exist, authorities in America, familiar with connections be- 
tween Australians and US organised crime figures, freely 
proclaim that Australia is rapidly heading the way of the 
American nightmare of La Cosa Nostra... In some overseas 
eyes, Sydney, the unchallenged crime capital of Australia, 
is already more organised than many other acknowledged 
world crime centres." 

The Askin legacy is stated simply: at the end of 1984, Aus- 
tralia's most popular current-affairs TV programme, 60 Mi- 
nutes, found that a huge 44% of Sydneysiders believed that 
organised crime had supplanted the traditional Establish- 
ment as the power in running Australia's biggest city. I 


С" NSW Premier Neville Wran referred in the 


goes into the organised crime net- 
work as an innocent flutter on the 
Saturday races at Randwick provides 
the cash flows which finance the 
mushrooming heroin trade. 

As Superintendent Merv Beck, one 





An example of the 
depth of organisation 
sation behind crimi- 
nal activities in Aus- 
tralia, and the way 
certain activities are 
accepted by the Aus- 
tralian man in the 
street is SP — starting-price — bet- 
ting, conducted through illegal off- 
course bookmakers. 

Authorities have often noted the 
key role of the SP betting networks as 
a major source of finance for the drug 
trade. However, almost every Austra- 
lian who had a bet in the 1930s and 
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1940s did so with his illegal SP 
bookie operating from a barber shop, 
hotel or suburban back lane. In most 
country towns it was the only way to 
bet on the horse races. 

But in the 1960s the small 
operators were taken over by the 
modern criminal syndicates operat- 
ing behind banks of telephones 
around the nation. The problem for 
authorities has been convincing citi- 
zens that there is something wrong in 
placing an SP bet when so many have 
grown up with the tradition. 

It has been hard to get the message 
of the 1980s through — that what 





of the few New South Wales police 
officers to buck the system and try to 
act against the SP networks, 
explained: *SP is not just a tiny busi- 
ness any more. It's highly organised, 
backed by criminals and based on 
corruption." 

The Victorian Casino Inquiry 
found the modern SP networks were 
turning over in excess of A$4 billion 
(US$2.73 billion) annually. And the 
recent Costigan Royal Commission 
detailed how a relatively few major 
syndicates, mostly based in Sydney, 
control much of the SP network right 
across Australia. 
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Ties are still strong, 
though under strain 


E 


Ironically, two of the most senior ministers 
in the Australian Labor government high- 
lighted the importance of the Anzus alliance 
linking Australia, New Zealand and the 
United States in the same week that the 
Australian architect of the treaty, former 
conservative minister and diplomat Sir 
Percy Spender, died. The irony is further 
compounded by the fact that Anzus has only recently seri- 





ously been brought into question by the actions of a frater- 


nal Labour Party government in New Zealand banning 
visits of US nuclear-armed and -powered ships 

In sharp contrast to the anti-Americanism of the previ- 
ous Labor administration in Australia in 
the early 1970s, a relationship clouded by 
Labor's opposition to the Vietnam War, 
the present government has varied from 
the outright sycophancy of Prime Minis- 
ter Bob Hawke to sober but far from anti- 
American reappraisals of the Anzus 
treaty by Defence Minister Kim Beazley 
and Foreign Minister Bill Hayden, both 
of whom gave firm and unequivocal reas- 
surances that the alliance remained fun- 
damental to Australia’s national security 
and its foreign and defence policies. 

Except for the hiccup of the 1970s, 
Anzus has been a cherished but little- 
understood article of faith for most Aus- 
tralians since it came into effect in 1952, 
primarily to insure against any re- 
surgence of militarism in Japan. Succes- 
sive conservative governments culti- 
vated the populist but inaccurate view of 
Anzus as a guarantee of immediate US 
protection in the event of an armed at- 
tack on Australia. 

A thorough review of the treaty by the 
present government after it assumed of- 
fice in 1983 acknowledged that Anzus 
did not absolve either government from 





US communications base in Australia: the price is worth paying. 
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job on 1 the line for the alliance. Australia S 
leading political cartoonist, Geoff Pryor, de-' 
picted the prime minister as a ventriloquist’s 
doll seated on US President Ronald Reagan's 
knee, with Reagan muttering out of the corner 
of his mouth; “It speaks." 

It was left to Beazley and Hayden to step; 
into the; breach. The US-Australia alliance 
was rock-solid but not sycophantic, they 
said, and was based on a more sophisticated 
understanding of the obligations of either 
party than ever before, but Australia would 
be strengthening rather than loosening its ties with 
New Zealand. Hayden warned against ostracising New 
Zealand, particularly in view of the increasing political 
volatility of the South Pacific. Beazley flew to New 
Zealand to discuss strengthening bilateral arrangements. 
Except in the area of intelligence arrangements New 
Zealand is to be barred US-sourced intelligence and 
Australia must work out new arrangements for sharing 
intelligence with New Zealand the visit was largely 
symbolic. 

Hayden took the symbolism a step further with an emo- 
tive reminder that Australians, New Zealanders and Ame- 
ricans had spilled blood together 70 years ago in France 














the primary responsibility to provide for 
its own security. But the Labor Party is nervous about the 
emergence of Anzus and foreign policy as major issues. 
Labor has always been more radical than the electorate on 
foreign and defence matters and the party's political oppo- 
nents have often successfully exploited Labor questioning 
of the American alliance, particularly during the Vietnam 
War years, to help keep it from office. 

Meanwhile, a significant minority of Australians, not 
only from the Labor Left, see Anzus as a symbol of subser- 
vience to the US and to policies which dragged Australia 
into the Vietnam War and now link it to the nuclear arms 
race. Labor leaders therefore face a skilful balancing act as 
they seek to reassure the Americans of their loyalty as an 
ally; avoid giving the conservative parties room to accuse 
the government of compromising the alliance or Australia's 
security, and at the same time keep faith with those in their 
own ranks who have a deep distrust of the Americans. 

Hawke fell off the tightrope with his heavy-handed deal- 
ing with Wellington — a censorious letter to New Zealand 
Prime Minister David Lange over the ships issue — and 





and subsequently in Italy, the Pacific, Korea and Vietnam. 
"Blood is thicker than water " he said. "While the full 
functioning of the trilateral relationship under Anzus may 
be in a state of some suspense now, I trust that we сап trilat- 
erally review this productively in the future.” 


Zealand ships issue arose sought to explain the Ame- 
rican alliance to Australians in broader terms than 
the populist view of the US cavalry charging promptly over 
the hill to answer any Australian call for help. Both have 
emphasised the day-to-day value of shared intelligence, 
military exercises and technology. Australia's Anzus cri- 
tics charge that the US has short-changed Australia over 
technology transfer in particular and that in areas such as 
space technology Canberra has not enjoyed favoured treat- 
ment. 
But Hayden countered such criticism bluntly when he 
said recently: “In the absence of Anzus our access to ad- 
vanced technology would be akin iothat of some backward 


B eazley and Hayden had for some time before the New 
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ideas?” 
Always at pains to explain the presence of top-secret US 
communications bases in Australia, he continued: “The al- 
liance has costs, but the price is worth paying... Australia 
provides various facilities to the US: landing rights for US 
aircraft in the north, port facilities for US naval vessels and 
the joint facilities [bases] i in a position strategically impor- 
tant to the region and to East Asia . :. [The facilities] consti- 
tute an essential ingredient.in the verification and monitor- 
ing aspects of international arms-control and disarmament 
negotiations ... The government has concluded that the 
contribution of the joint facilities to deterrence and dis- 
armament is worth the risk they may pose if peace breaks 
“down.” 
The controversial bases are seen too as an insurance po- 


licy should Australia need US aid, though Australians who. 


accept them for this reason might not feel so confident if the 
US “Star Wars” technology one day renders them obsolete. 

On obligations in the event of armed attack — or even, it 
appears, guerilla warfare or subversion — Hayden raised 
eyebrows recently when he pointed out that a close reading 
of the Anzus treaty meant Australia could be obliged to go 
to the aid of the US if American bases in the Philippines; for 
example, were attacked. The foreign minister stressed that 
he was speaking of a hypothetical possiblity. 

Nations’ obligations to help each other under Anzus are 


not automatic — each party has to. consult arid decide ас- ivf 
cording to its own constitutional processes — but both Aus« ^ 


tralian ministers have nonetheless interpreted Anzus as 
strong deterrent to attack on Australia. As Beazley put it 
*No matter how imprecise questions of commitment in the 
treaty might be, it nevertheless contributes to a psycholog- 
ical milieu in which all states in the area would haveto con 
sider US intervention a possibility in a crisis.’ 


and the South Pacific. We both wish to see the development 
of prosperous, stable, resilient and open societies through- 
out our region. We also wish to maintain a generally pro- 
Western orientation and minimise the scope for interfer- 
ence by potentially hostile external powers. 


The defence minister emphasised Australia's national 


oth ministers regard Anzus as a regional strategic 
anchor. Beazley said: "Australia and the US . 


strategic interests, however, saying that they, not the | 


Anzus treaty itself, were the prime stimulus for Australian 
interest in the security of the region. “I want to make it 
crystal clear that [the US’ and Australia’s] generally paral- 
lel approach to the region flows from à coincidence of each 
country’s national interests," he said. “It is riot a direct re- 
sult of the Anzus alliance or any formal agreement between 
our two countries." Beazley sought to reassure those coun- 
tries in the region which had questioned the security 
policies of Australia and New Zealand in the wake of the 
recent developments within Anzus. 

“Many [regional countries] have expressed concern that 
the Soviet Union might exploit opportunities created by an 
alleged weakening of Anzus resolve and a resultant decline 
of Australian and/or New Zealand support for regional 
security,” he said. "Some have also expressed concern that 
an alleged weakening of Anzus resolve might be evidence of 
a wider weakening of Western resolve in the region, with à 
resultant decline in US strategic reach. 

“I believe that these regional concerns are in large mea- 
sure unwarranted . . . I have recently returned from sub- 
stantial discussions with my counterpart [in New Zealand]. 
We. agreed that the convergence of our interests in the 
South Pacific and Asean provided a powe i 
continue and enhance the она Eee cooperati 
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share many important interests in Southeast Asia 
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that the important interests Australia shares with the US 
and indeed most of the regional countries in contributing to 
regional security will be maintained . . . In Southeast Asia 
and the South Pacific we both have an enduring interest in 
the maintenance of security, stability and peace." 
Interestingly, Beazley also touched on a subject that Aus- 
tralians find far more sensitive than the furore over New 
Zealand — the role of Anzus vis-à-vis Papua New Guinea. 





тані PNG is not a signatory to the treaty.” 

The only real foreseeable threat to Australia’s vital in- 
terests is the possibility of a border fracas between In- 
donesia and Papua New Guinea in which Australia might 
be forced to give military aid to Port Moresby. This threat is 
rarely spoken off officially for fear of exacerbating tension 
with Indonesia, ever raw over the East Timor issue. Should 
border trouble escalate, however, the real test of the Aus- 
tralian-US alliance would be the role of the Americans in 
such a conflict. Many defence experts in Australia doubt 
the popularly held view that the US would be loyal to its 
Anzus ally. п 





Не said: “Because the security of Papua New Guinea is so 


_| Defence's new look — 
_| underwater and in the air 


b Two factors have con- | committee concluding that Australia 
verged to promote a | could not deploy much more than one 
E] radical revamping of | rifle company in a rapid response to a 
defence priorities in | low-level threat and even this only 
Australia over the | after seven days' notice. 
next 10 years, with the Beazley does not accept such a 
result that Australian | stinging condemnation of the state of 
defence forces arefac- | Australian defence, but he has sig- 
ing their greatest period of upheaval | nalled his belief in the need to re- 
and change since World War H. order priorities so that in a age of 
One factor is the growing aware- | spiralling defence cost and uncertain 
ness in Australia that Australians | relationships, Australia's small po- 
will not always fight alongside old | pulation can defend itself. 
and trusted allies such as the United Soon after he took office, Beazley 
States and Britain. The other is the | commissioned two inquiries which 
appointment after the general elec- | promise to amount to a total reassess- 
tion last December of Kim Beazley to | ment of Australian defence structure. 
the defence portfolio. Paul Dibb, a former deputy director 
Beazley, a young and vigorous | of the Joint Intelligence Organisa- 
politician, brought to the Defence | tion, and more recently with the Aus- 
Ministry special interests and a | tralian National University (ANU) 
knowledge of defence which few if | strategic and defence study unit, is 
any of his predecessors shared as well | making a major review of Australian 
as an ambition to make the defence | defence capabilities. 
services more appropriate to what he 
sees as the new strategic tasks con- obert Cooksey, another ANU 
fronting them. |. Фес and defence specialist, 
” Australia spends A$5.4 billion | is reporting on Australia’s defence- 
(US$3. 6 billion) a year on defence, | cooperation programmes, including 
that is 10% of the national budget | arms exports. 
and 3% of the gross domestic pro- Australia's present defence struc- 
duct. But the state of readiness of | ture has not changed over the past 15 
Australian defence services has been | years but strategic circumstances 
under constant criticism in recent | have, particularly, as Beazley recent- 
years, with a recent parliamentary | ly pointed out, in view of the continued 
development of US 
policies of limited 
or conditional 
commitment to 
action abroad. 
Beazley looks to 
a highly effective 
air force and a 
navy centred on 
submarines for the 
basis of future 
Australian de- 
fence against a 
major invasion, 
with the army 
seemingly set to 


à take a subsidiary 
F18 in flight: a secure country. role in future. 
































|A ustralian warship: a move to submarines. 





Currently equipped with fleets of 
armoured vehicles for large-scale 
war against heavily armed enemies, 
the army will most likely have to con- 
centrate more on preparing lightly 
equipped troops for rapid deploy- 
ment against small-scale incursion. 

Beazley recently spelled this out a 
little when he said: “Our strategy is 
essentially directed towards our im- 
mediate maritime approaches. Per- 
haps the most obvious tangible as- 
pect of this is the stress given to the 
development of our maritime strike 
capabilities rather than keeping an 
aircraft carrier in the force structure. 
A carrier is more related to deploy- 
ments a long way from Australia. 

“We are more concerned with the 
effective basing of air power in the 
north of Australia. Bases [in the 
north], early warning aircraft, in- 
flight refuelling for the F18 and F111 
[fighters] and Harpoon missiles for 
the Orion long-range maritime patrol 
aircraft are all part of our plans. 
Closely related is, of course, our in- 
tention to acquire new highly capable 
submarines.” 

Whatever his success in updating 
naval and air strength and altering 
the role of the army, the minister is 
not driven by fear of imminent threat. 
He also said recently: “On a sliding 
scale of insecurity and potential 
threat we are in fact one of the most 
secure countries inthe world.” 
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I As Ч National Australia Bank recognises the 
п 1а B importance of trade and business in the 
Asian region. This is reflected in our 


you Can take commitment to substantial representation 


throughout the area. 


Building on over 120 years of experience, 

at face value. we have established a reputation for 
expertise and personal attention in the 
international marketplace. 


Our offices are staffed by experts who can 
provide a complete range of corporate and 
wholesale services including: 

e Investment Services and Portfolio 
Management 

e International Trade Finance 

e [nternational Lending Facilities 

e Project and Syndicated Finance 

e Foreign Exchange Dealings 

e Capital Markets Transactions 

e Computerised Trade Enquiry Service 

e Correspondent Banking Services. 


Inthe Asian region, give yourself a 
competitive edge...contact your local 
National Australia Bank representative 








Singapore: E. J. John) McLeod, Chief Manager and Regional Representative, Telephone: 91 7655 Tele; 
Tokyo: C. J. (Chris) Herde, Chief Representative, Telephone: (03) 211 1531 Telex: 22714 М ATAUS.Seoul: N 
Representative, Telephone: 313 1526 Telex: 28844 NATAUS. Hong Kong: (National Australia Finance (Asi; 
P. S. (Peter) Beeston, Managing Director, Telephone: 5-217386 Telex: 61738 NATHK. Kuala Lumpur: К. ( Iug 
Representative, Telephone: 936111 Telex: MA 31899 NATAUS. Jakarta: W. T. (Bill) Livingston, Representa r 
360209 Telex: 44749 NATAUS. Beijing: M. D. (Doug) Robertson, Representative, Telephone: 33 0193 Telex: 2252; 


National Australia Bank 


National Australia Bank Limited 























Use our rapid growth 
for yours in Australia. 


Continued success in all aspects of corporate and money market 
: services for Australia’s growing markets has seen Rothwells’ rapid 
growth right across. Australia. 

Total funds employed at 31 July, 1984 were $108 million. 
Operating profit after tax for 1984 represented a return of 28.4% 
on share capital and reserves. 

That growth and return on investment, from a solid team of 
people committed to a sound open minded approach to financial 
services, has opened many new doors to business in Australia. 

We've also opened some new doors for ourselves in Sydney and 
Perth to helpus make it easier for you todo business inour country. . . 
from one side to the other. 


HU А 
Rothwells Limited 


Merchant Bankers 
firs in adi 





Brisbane 
6th Floor, 1O0 Market Street, 
Brisbane QLD 4000 Telephone: (07) 229 8688 
Telex: AA42429 


Perth 
4th Floor, 68 St. George's Terrace, 
Perth W. A. 6000 Telephone: (09) 322 7622 
Telex: AA 95127 


Sydney 
12th Floor. AMP Building, 50 Bridge Street, 
Sydney NSW 2000 


A wealth of experience in corporate and money market services. 
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New South Wales Govern- 
ment actively assists 


Top Investment 2 


Down Under. 


Putting your money to work Down Under 
offers big profit opportunities in a secure 
environment, particularly when you invest in 
the fast-growing State of New South Wales. 
Today, financial services and advanced 
technology manufacturing are offering top 
returns to the shrewd investor in the Premier 
State, in addition to activities in mineral 
processing, tourism and agriculture. 

Important financial centre 

New South Wales is the financial and 
commercial centre of Australia, generating 
more than one third of the total Australian 
Gross National Product. The State capital, 
Sydney, is recognised internationally as one of 
the most important financial growth centres in 
the Pacific region. 

Keeping costs reasonable 

New South Wales provides some 40% of 
Australia's total employment in finance, 
property and business services, and is home to 
more than half of the nation's 200 most profit- 
able companies. Yet, office space in Sydney 
costs less than it does in cities like London, 
New York, Hong Kong and Singapore. 

State of opportunity 

New South Wales is the State of unlimited 
opportunity for business migrants with 
substantial funds, sound plans and the 
expertise to carry them out. The 








establish themselves and 
achieve success. 
Your time is our time 

The difference in time zones 
presents no problem as New South 
Wales has a considerable workday overlap with 
many world business centres, particularly those 
in Asia. This gives New South Wales a distinct 
advantage over Europe or North America for 
companies dealing with Asian markets 

Investing for the future 

Overseas investors are an integral part of 
the business future of New South Wales, and it 
is Government policy to provide background 
information, market surveys and other assist- 
ance required to help companies establish 
business links, open offices and build factories 


in our State. 
Get all the facts 


The Minister for Industry and 
Decentralisation, and Minister for 
Small Business and Technology, 
The Hon. Eric Bedford, BA, MP, 
| invites you to find out more about 
making a top investment Down Under. Please 
write, phone or telex our office. 


New South Wales Government 
Department of 
Industrial Development 
& Decentralisation 


The Marketing Manager 

Department of Industrial Development & Decentralisatior 
GPO Box 4169 SYDNEY NSW AUSTRALIA 200 
Phone: (02) 27 2741 Telex: (AA) 20972 
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Hennessy- 
The Original XO 


£ Hennessy 
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872 hours to the 8th wonder of the world 


Queensland's Great Barrier Reef 


In just 87 hours, you could be walking on the world's 
largest living thing. Snorkelling amongst the 
colourful coral. Swimming in transparent waters. In 
just 87 hours, you could be in Queensland. 


It's the ideal starting point for your Australian 
holiday, because you arrive in Queensland hours 
before the rest of Australia. And with three 
International Airports scattered along the 
Queensland coast, you can arrive almost anywhere in 
Queensland. Close to the Great Barrier Reef and the 
tropical north. Or a short distance from the 
Whitsundays. Or in Queensland's capital, Brisbane, 
with its cosmopolitan setting and fine restaurants 
and shops. And of course, there's the fabulous Gold 
Coast. Miles and miles sand, surf and sun. 

You are 87 hours away from the holiday of your life 


Don't waste another minute. 


*unchallenged authority! 


Contact Mr Wayne Sander at the Australian Tourist 
Commission, 8th Floor, Orchard Towers, 400 Orchard 
Road #08-02, SINGAPORE 0923. 


Or Mr Tony Luxton at the Australian Tourist 
Commission, 7th Floor, Sankaido Building, 9-13, 
Akasaka 1-Chome, Minato-ku, TOKYO 107, Japan. 


It could only happen in Queensland! 


C» 
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Australias Sunshine State 


There is no doubt amongst leading top management as to which publication is considered 
the most authoritative in the region on coverage of Asian business affairs. It’s the Far East- 
ern Economic Review by an overwhelming majority! 


*unparalleled coverage! 


No other publication in Asia or anywhere for that matter provides such depth and breadth 


of coverage of events throughout the re 


gion. Don’t just take our word for it. Ask the peo- 


ple you look up to and respect the most which publication they turn to for unparalleled 
coverage of Asian news. The overwhelming response will be the Far Eastern Economic 


Review! 


*unequalled performance! 





Since January of 1974, the Review has grown in size from just over 20,000 copies per issue 
to its present circulation of more than 63,500 copies per issue. 


A growing number of advertisers have taken full advantage of this impressive growth. Last 
year the Review carried 2,566 pages of advertising from nearly 600 of the world's top cor- 


porations. 


Advertisers know beyond question that the Review reaches the highest concentration of 
Asia's most important people. And they know that as an effective advertising vehicle, its 


performance is unequalled. 


SRG Executive Surveys — Asian Executive Study 
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COME ТО BRISBANE 





COME TO SHERATON 


Rising high above Brisbane's 
commercial district 

a spectacular new 
international hotel. Lavishly 
appointed guest rooms 
Stylish restaurants, cocktail 
lounges and bars. The finest 
convention facilities Brisbane 
has to offer 

And a special feature 

on our skyline floors, 
Sheraton Towers 

A hotel within the hotel 


You'll love the life at Sheraton 


ye 


WELCOME TO SHERATON HOTELS 
IN ASIA, AUSTRALIA & NEW ZEALAND. 
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пети ۹ FOR RESERVATIONS CALL YOUR 
2 TRAVEL PLANNER OR SHERATON IN YOUR CITY 
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Australia’s financial markets in 1985 are 
tasting the fruits of deregulation victory 
and finding that some are sweeter than 
others. Domestic interest rates are more 
stable and investment opportunities have 
widened following the change to a floating 
Australian dollar. But the reality of the 
trade-off between control of interest rates 
and control of the currency has begun to hit home in the 
past few months — largely because foreign-exchange mar- 
kets have traded the Australian dollar to record lows. 

Deregulatory moves still have widespread support, but 
the implications of these moves in terms of coping with a 
weakening currency and redefining monetary targeting 
have brought new lessons for everyone, from the govern- 
ment to the financial community. And the conflict between 
a largely deregulated financial sector and a highly regu- 
lated wage-fixing system has been highlighted in recent 
arguments concerning the extent to 
which the inflationary impact of the 
hefty devaluation of the Australian dol- 
lar can be allowed to flow through into 
wage levels. 

The government's challenge now rests 
on keeping faith with the unions, under 
the terms of the prices and incomes ac- 
cord, without at the same time allowing 
the full inflationary effects of the dol- 
lar's fall to flow on into prices, through 
indexation of wages to the inflation rate. 
A substantial rise in the inflation rate 
would wipe out much of the progress 
that has been made towards regaining 
economic health. Expectations of rising 
inflation set a floor under interest rates, 
which have already risen in recent 
months, partly reflecting seasonal pres- 
sures and partly as a result of tighter 
monetary policies. 

Australia's Labor government, now in 
its second term of office, has embraced 
deregulation of the financial system 
with an enthusiasm that surprised and delighted the busi- 
ness community. With the lifting of interest-rate control on 
bank loans under A$100,000 (US$67,000) in May, finance 
for owner-occupied housing was the only category of loan 
still under government control. 

Australia's financial markets have been calling for dere- 
gulation for years. That deregulation has arrived more 
swiftly than had been expected and in a more radical form 
than had been predicted. Deregulatory moves in Australia 
culminated earlier this year in the country's banking sys- 
tem being opened up to 16 new entrants, including foreign 
banks. The government of Prime Minister Bob Hawke suc- 
ceeded where its predecessor did not — in integrating the 
Australian financial system with the rest of the world. 

But the credit goes to the previous Liberal-Country Party 
coalition for setting in motion the wheels of deregulation 
when it called for a thorough review of the financial sys- 
tem. This review, known as the Campbell Report after its 
chairman, the late Sir Keith Campbell, called for sweeping 
reforms that wóuld remove the cumbersome controls in- 
hibiting competition within the financial sector. 
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Most of the recommendations of the Campbell Report 
were welcomed at the time of the report's release, in 
November 1981; but many were tagged as slightly pie-in- 
the sky and hard, if not impossible to implement. The re- 
port was described as a blueprint for the future. Few would 
have believed that within two years of its release, many of. 
its recommendations would become facts of life, and that 
this would be the handiwork of à Labor government. 
Hawke and Treasurer Paul Keating had their first vic- 
tory in the deregulation stakes then they bit the bullet in) 
December 1983 and floated the Australian dollar. This 
move had been considered but rejected as too difficult 
the previous administration, which had focused on f | 
{һе domestic scene first. By the time the Labor governmen 
came into office in March 1983, the domestic side of the = 
nancial system was virtually unshackled; new banks were 
on the horizon and interest rates were market-determine 
This degree of flexibility domestically sat uncomfortably 
with a managed exchange rate and a system dominated by a. 
range of rigorous exchange controls. "m 


D isruptive inflows and outflows of funds throughout 





most of 1983 demonstrated that the mana | 

exchange-rate system was not effective in stem=) 
ming speculation against the currency. These flows were 
also a direct cause of instability in domestic money mar- 
kets. A floating currency allows the 
value of the Australian dollar to be des 
termined by the market and removes the) 
Reserve Bank — the central bank — 
from an active role in foreign exchange: 
it has restricted its role in foreign ex- 
change to one of “smoothing disorderly” 
markets” and has intervened minimally” 
to support the currency | 

Instead the Reserve Bank has turned 
to using the tool it can wield with most 
immediate effect — influencing domes- 
tic interest rates through open market 
operations. It used this method substan- | 
tially in the first few months of 1985) 
partly to rein in monetary growth | 
partly to push up interest rates to supe? 
port the flagging currency. The Reserve) 
Bank appears to have taken its cue from” 
overseas central banks which have dem- 
onstrated that intervention in foreign- 
exchange markets can at best only” 
smooth out volatile conditions, but can- 
not turn the tide for a currency. 3 

Domestically, interest rates have risen over the past 12) 
months, but in a fairly gradual pattern compared with ear- 
lier erratic movements. The rise in interest rates in the past 
couple of months has been a reflection of the tighter monet- 
ary policy, rather than merely the seasonal liquidity crunch 
associated with heavy June-quarter tax payments. Season- 
ality in domestic interest rates can now be substantially re- 
duced, thanks to the greater sway the Reserve Bank has 
over domestic liquidity. But old habits die hard — expecta- 
tions of liquidity pressuresin the June quarter send interest 
rates higher in the March quarter, providing grounds for 
argument that the government should move to change the 
pattern of tax payments further. 

On the monetary front, the federal government and 
its advisers face the challenge of redefining monetary 
targets to take account of the changed flows brought about 
by deregulation. The government announced in February 
that it had decided to abandon the M3 monetary-growth 
target forithis fiscal year, as deregulation had made the 
measure irrelevant. The Reserve Bank moved last year to 
new definitions of money growth, using broad money at 
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‘Connell Street, Sydney's ‘Wall Street’: a proliferation of new names. 


one end of the spectrum and money base at the other. 

Broad money takes in the deposits of all financial institu- 
tions whereas M3 focused essentially on deposits to the 
banking system. Money base includes currency in circula- 
tion and deposits of the banks with the Reserve Bank. The 
government went to great pains to emphasise that aban- 
doning M3 targeting for this fiscal year did not signal an 
end to monetary restraint, but since no substitute target 
has been introduced or even hinted at, financial markets 
remain uncertain of official goals. 

There is considerable support for an alternative mone- 
tary target, possibly a broader band of growth or a target 
that relates to more than one variable. The contrasting 
argument is that markets should not be coddled with 
signposts — they wanted deregulation and that is what 
they have got. The problem is not unique to Australia; 
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other countries which have gone through the shifting 
sands of deregulation have had to cope with finding 
alternative ways of measuring money growth to take 
account of altered flows of funds. 

The conventional interpretation in 
Australia is that the authorities have 
switched from monetary targeting to 
interest-rate targeting. The Reserve 
Bank can control domestic interest 
rates through its open-market opera- 
tions and through that medium in- 
fluence the level of liquidity in the 
system. It has been suggested, though, 
that a positive statement from the gov- 
ernment regarding its targets would 
add a note of stability to a changing 
world. 


ew banks are expected to begin 
N operating later this year, add- 

ing another dimension to the 
freer financial system. In addition to 
the 16 new banks given authority in 
February, the Australian banking sys- 
tem has been expanded by the addition 
of the Macquarie Bank (formed out of 
the merchant bank Hill Samuel Aus- 
tralia plus local shareholders), the 
Bank of China (which had a licence 
now reactivated) and the Advance 
Bank Australia, a savings bank formed 
out of the NSW Building Society and 
due to start operating in June. 

The new names, together with the 
existing nationally operating trading 
banks and the state-based banks give 
Australia around 30 banking institu- 
tions. And the number of merchant 
banks operating in the country is ex- 
panding, rather than contracting, as 
was originally forecast. Merchant 
banks are increasing because consor- 
tium institutions are disbanding and 
individual participants are re-estab- 
lishing under their own names. These 
moves were made possible by the trea- 
surer's announcement in September 
last year of a 12-month moratorium on 
restrictions regarding foreign 
shareholdings in merchant banks. The 
lifting of these restrictions enables 
foreign shareholders to take 100% 
equity in an Australian merchant- 
bank subsidiary. This has led to a pro- 
liferation of new names which reflect 
overseas parents. 

The non-banks, such as merchant 
banks and finance companies, have 
to compete with a larger, but also 
substantially unshackled banking sys- 
tem. Since August last year, banks have been free to borrow 
on the overnight money market and to offer interest on 
cheque accounts. Deregulation of Australian stock ex- 
changes has meant that banks-are able to buy a stake in a 
broking firm and get a foot into share trading. The major 
banks have also taken membership of the Sydney Futures 
Exchange 

The distinction between bank and non-bank has been 
blurred in all areas other than legislation. Banks remain 
under the eye of the Reserve Bank and all banks — the es- 
tablished and the new entrants — have to conform with the 
Banking Act and with Reserve Bank requirements on capi- 
tal adequacy and prudential operations. The financial in- 
stitutions in Australia have won their freedom — the chal- 
lenge that lies ahead is to carve profits from the cake that is 
now to be shared among many more participants. п 


HAMISH McDONALD 
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As you can see, 
Prima Business Class is |. 
anything but ‘typical’, :: |. 
In fact, it invites 
comparison with other 
airlines’ First Class — 
especially in terms of its 
location. Right up at the front of our Boeing : 
747s. With only seven rows of extra-wide 
seats, two abreast, and all the on-board 

room you could: wish for. 

It has many other first class attractions as well. | 
Attentive service and fine Italian cuisine. - connections to: Milan and the rest of Italy and Europe. 


К Tokyo to Hong Kong, Delhi, Rome. Every Wednesday, Friday, Sunday. 
: Singapore to Bangkok and Rome. Byery. Tuesday and Saturday. 





N w! For travellers 
who Asia seriously. 


g "#7. m The 13th edition of the All-Asia 
P aW s WM Vd a Guide is simply crammed with 
a | = , new up-to-the-minute 
information, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 





There are chapters on no fewer 
than 26 countries. Plus opening 
chapters on eating out in Asia, on 
the best way of using your 
baggage allowance, and on how 
best to carry your cash. 


25 new maps, making a total 
of more than 60. 


Hints on how to travel in Asia 
— from packing the right things, 
to the best places for souvenir 
hunting — wherever you’re 


going. 
| An even more streamlined 


guide to hotels in the region with 
more than 1,600 listed. 


Some 55 new colour pictures, 
and more than 110 new black- 
and-white pictures. 









Asia's most сри guide book $ All of which adds up to over 
Fully Revised 13th Edition ; 700 pages of vital information for 
анна | business and pleasure travellers 
чет; & R E. i. E E н a 
iat лаа. in Asia. 
° ә »X ry To make sure of your copy, 
Now in its ЇН ОП. send off the coupon today. 
س‎ me шынын مس‎ es eS eS ee ee GSS ramum тыша wets (жш dra Mese meer SS Ee Set 2 шым зт» 
To: Publications Division, The ALL-ASIA GUIDE | 
i Far Eastern Economic Review Ltd., G.P.O. Box 160, Hongkong. published by the Far Eastern | 
Please rush те copy/copies of the ALL-ASIA GUIDE, 13th Edition, as indicated, І enclose а cheque/postal Economic Review, Asia's most | 
Аа respected business weekly 
| No, of copies ^ О by surface C by airmail* R0627AG13 | 
| ALL-ASIA GUIDE. 13th Edition: HK$89/US$11.95/£8.75/S$25/M$27.50 each FarEasternEconomic | 
i *For airmail delivery, please add:- HK$45/US$6/£4.25/8$ 13/M$ 14 per copy. | 
i Name __ | 
| Address l 
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TOURISM ¥ EU 


The end of 
the world 


no longer 


Tourism has been something that until re- 
cently Australians inflicted on others. 
Foreign visitors arrived either to buy wool 
or to settle down for life. As for Australia as 
a place for pleasurable enjoyment, Ava 
Gardner said it all for many travellers in her 
comment during the filming of On the 
Beach in Melbourne: “A great place to film 
e world." 

But Australian resorts are now rapidly losing their take- 
it-or-leave-it attitude. The ambience of corrugated iron, 
insect-repellent, baggy shorts, rubber sandals, fish-scal- 
ing, outdoor "dunnies" (toilets) and wholesome discomfort 
is all but gone. First-class hotel 
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gioups are also involved. Next year the Intercontinental 
chain opens its 545-room hotel in a prime site overlooking 
the Opera House and incorporating a historic sandstone 
building as its podium. 

Hotel building is also booming in Melbourne, where the 
city's newest hotel, the Menzies in the innovative Rialto 
complex, will be joined by four other major properties, in- 
cluding one planned by Singaporean investor Jack Chia’s 
thriving local concern. But perhaps the most frenzied hotel 
boom of all has been in Perth, much of it in anticipation of a 
tourist influx associated with the defence of the America s 
Cup yacht trophy between October 1986 and January 1987; 
when perhaps more than 30 syndicates will fight for the 
prize won by local property magnate Alan Bond's Australia 
П in 1983. Meanwhile, Perth suffers a glut of hotel accom- 
modation, having had a 24% increase in capacity in 1984; 

Because Perth is the closest Australian city to Southeast 
Asia, foreign investment there has a distinctly Southeast 
Asian quality. Malaysians and Singaporeans are also more 
obvious among tourists there than in the eastern states. 
Symbol of this is the new Merlin Hotel, an A$80 million al- 





rooms, nouvelle cuisine and jacuz- 
zis are on the way in. With employ- 
ment opportunities unlikely to ex- 
pand rapidly in primary sectors or 
manufacturing, service industries 
such as tourism offer one obvious 
path for creation of “high quality” 
jobs, particular for the youth seg- 
ment of the workforce, currently 
suffering a 23% unemployment 
rate. 

One single development that 
encapsulates the new tourism 
drive is the Yulara resort opened 
in 1984 close to Ayer's Rock, the 
famous stone monolith in central 
Australia, and replacing a tacky 
collection of cheap motels and 
camping grounds at its foot. The 
A$160 million (US$105.9 million) 
complex comprises the 230-room 
Sheraton Ayers Rock Hotel, the 
100-room, medium-price Four 





Seasons Motel and cabin and 
camping accommodation for 
budget travellers. The rapidly 


growing third-ranked domestic 
airline, East- West, operates a di- 


і ak L] 
White-wedding package for Japanese tourists: fastest growth. 








rect service to the Yulara air- 
strip with Fokker F28 aircraft from Sydney and Perth, 
and runway improvement will soon allow East-West and 
other operators to fly in wide-bodied jets such as Boeing 
737s. 

Nationwide, an estimated A$7.7 billion wave of tourism- 
related construction and refurbishment is under way, ac- 
cording to the Australian Government's Department of 
Sport, Recreation and Tourism (often known as the “Minis- 
try of Good Times”). As of the end of 1984, projects worth 
A$1.99 billion were under construction. A further A$3.5 
billion worth were firmly committed, and A$2.2 billion in 
new projects were under study. 

With Japan, Hongkong, Singapore and Malaysia provid- 
ing the fastest growth in tourist arrivals, these countries 
are also supplying a substantial part of this capital invest- 
ment. Japan's Kumagai-gumi construction group will be a 
partner in a 440-room hotel being built in the centre of Syd- 
ney, with Japan Air Lines’ (JAL's) Nikko hotel chain to as- 
sume management. JAL is also revamping the Chevron 
Hotel in the city's Kings Cross nightlife area. United States 
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rium-style complex which has taken over as the city’s 


smartest meeting place 


cross Australia, state governments have been throw- 
А" off their Calvinist inhibitions about gambling 
to open up casino resorts. Work will shortly begin 

work on a A$200 million hotel-casino in Perth, while 
major casino developments are operating or being built im ~ 
Hobart, Darwin, Alice Springs, Adelaide, Townsville and 


Queensland's Gold Coast with Asia's high-rollers par- 
ticularly welcome 

Foreign visitors topped the 1 million mark for the first 
time in 1984, as against 793,000 in 1979, and narrowing the 
gap with the 1.3 million Australians who travelled over- 


seas, New Zealanders, Britons and other Europ: make 
up declining shares of the influx, with the fastest growth 
coming from Japan, other Asian nations and the US 
Excursion and package-fare agreements between JAL 
and Australian flag-carrier Qantas; the sudden Japanese 
passions for koalas and frill-necked lizards, and new 
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mage have made Australia climb rapidly in popularity as a 
liday destination among Japanese. The country is closing 
ith Hawaii as Japan's most foreign honeymoon spot, 
ile the more entrepreneurial clergymen in Sydney are 
offering a Christian “white wedding” at bargain bulk rates. 
The Japanese influx is bringing the biggest test of the 
justralian tourist industry's ability to tailor services to 
ipecialised markets. A highly successful working-holiday 
cheme between the two countries has helped provide Ja- 
panese-speaking personnel in souvenir shops and hotels. 
ever, Australian Tourist Commission marketing ser- 
director John 
g points out that 
h basic prepara- 
п — such as tour 
s and menus in Ja- 
ese — still needs to 


be done. 
1! arrivals grow- 
W ing at 20% a 
to reach about 
J00 last year, capa- 
on direct air ser- 
s has been strain- 
for about seven 
ths of the year. 
ion of an extra 
у service by both 
and Qantas, and a 
pure cargo run to 
e load from pas- 
ger jets increased 
capacity by about 
» from April. The 
anese have the 
rtest average stay 
nationalities, a 
nine days, but 
already become 
for their whis- 
top devotion to 
ing in as many 
us sights across 
continent as a 
Istitution can 
. And average 
y expenditure of 
- Japanese visit- 
(A$95 in 1983) 
s more than twice 
overall average 
38). 
ongkong residents and Southeast Asians are also a 
apid growth component. Generally exposed to English 
nguage and customs, they require less specialised treat- 
and are more likely to have relatives living in Austra- 
to guide them around. Average stay is a leisurely 33 days 
(for all nationalities). 
І е US, where Australia has acquired some modishness 
im its recent wave of films and from the popularity of its 
) stars, is also a major growth market. A TV advertising 
npaign using laconic Australian comedian Paul Hogan 
(“Throw another prawn on the barbie" is one line) drew an 
immediate 400,000 inquiries from Americans which the 
Tourist Commission believes will translate into a leap in 
actual visits (currently about 155,000 a year). 
The tourism business still faces major problems related 


ith Japanese 








to the high degree of regulation in Australia's air-transport 9 


industry and labour market. With the except 


on of one or 
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Park require extended backtracking on expensive domes- 


tic air services. 

Initial touchdown at Brisbane for some Tokyo-origin 
flights has meant that Japanese tourists, the most pressed 
for time, have more chance of cramming in the Gold Coast 
on the way down to Sydney. However, the opening of the 
A$100 million Iwasaki Sangyo resort at Yeppoon on the 
central Queensland coast this year highlights the need for a 
northern access point. Politicians are paralysed, however, 
over the choice between the contending cities of Townsville 
and Cairns. Nor until recently has Qantas been keen to dis- 
perse traffic from high-volume routes for whichit had built 





Tourists at Bondi; pitch-man Hogan: JOHN FAIRFAX & ond 
‘throw another prawn on the barbie.’ 


up its current fleet of Boeing 747 aircraft. 

Acquisition of Boeing 767 twin-engine 
aircraft by Qantas means the airline will 
shortly be in a position to compete in 
lower-volume traffic on the shorter re- 
gional connections. Iwasaki and other 
tourism operators are also pressing for 
charter flights into northern airports. 
Foreign visitors are also now helped in 
breaking out of Sydney and Melbourne 
by a 30% discount on domestic air mileage booked over- 
seas, though the airlines still have a long way to go 
in matching the packages offered by their US counter- 
parts. 

Supply of skilled labour is a concern for tourism au- 
thorities, with projects now under construction or commit- 
ted likely to call for an extra 46,393 personnel. The high 
penalty rates won by the hotel industry unions for night 
and weekend shifts are also widely seen as holding bac 
growth. These rates, mostly negotiated before Australia’s 
rapid climb in unemployment in 1975, are under strong at- 
tack by employers and are conceded to be no longer ap- 
propriate by some leaders of the Labor government. 

Unfortunately, the Australian industrial system offers 
few precedents for deliberately winding back such bene- 
fits, and the unions themselves have. consistently put de- 
fence of wages ahead of job creation... « u 





REPORTER 


The best of the Richard Hughes 
columns from 1971 to 1983 


FarEasternEconomic 


The life of Richard Hughes spanned nearly eight 
decades, most of them spent as one of Asia's leading 
foreign correspondents. And Hughes’ world was 
peopled by the memories of those decades. 


It was a world of the hilarious . . . like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


It was a world of the macabre . . . like the Teikoku 
poisoner who massacred a bank's staff for a haul of 
USS800. 


It was a world of the touching . . . like the slave 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. 
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RESOURCES 


Up off the floor, 
but still far 
from the top 


5 


A patchy recovery in international metal 
prices and this year’s sharp fall of the Aus- 
tralian dollar are pulling the Australian re- 
sources sector up from the floor of a three- 
year recession. But only copper, nickel and 
zinc can show a firm improvement in world 
market fundamentals — measured in rising 
US dollar prices and falling stockpiles — 
while oversupply remains for aluminium, tin, coal and 
petroleum. 

Profitability all but disappeared in the metal sector in 
the second half of 1984. A Sydney Stock Ex- 
change survey found that the collective net 
profits of all listed metals companies fell 98% 
in the half. The oil-and-gas sector, with a 
106% lift in sales from the new Cooper Basin 
fields, lifted total profits 64% while in the di- 
versified energy sector BHP and CSR man- 
aged a 30% lift in profits. 

The 20% fall of the Australian currency 
against its trade-weighted index over Feb- 
ruary-April gave a shot in the arm to the en- 
tire resources sector, reflected immediately 
in a stockmarket surge as foreign investors 
cashed in on lower buy-in prices and im- 
proved earnings forecasts. Studies by re- 
source analysts show substantial net gains 
from the dollar depreciation, with increased 
Australian dollar revenue generally exceed- 
ing higher interest charges and unrealised 
losses on foreign borrowings. 

On a national basis, earlier falls in the dol- 
lar and production increases had already led 
to a 16.5% increase to A$11.3 billion 
(US$7.48 billion) in the value of primary 
mineral products exported in calendar 1984. 
The coal industry led the sector, despite flat 
or lower prices. Several large open-cut mines 








supply to Western Australia’s Pilbara region producers. 
Prices were cut by a substantial 12% at the outset of the 
year in US dollar-denominated contracts with Japan. 

The industry has been jerked out of the pessimism caused 
by Japan's flattened steel output and competition from 
Brazil's massive new iron mine at Carajas. Prime Minister 
Bob Hawke's scheme to mesh the Australian iron and steel 
industries with those of China seemed likely to show early 
results in a A$200 million joint-venture iron mine at Chan- 
nar in the Pilbara region, involving the China Metallurgical 
Import and Export Corp. and Hamersley Iron. 

Pilbara exploration pioneer Lang Hancock also claimed 
progress towards opening of the Marandoo iron deposit in 
Pilbara he owns with Conzinc Riotinto Australia (CRA). 
Hancock believes that a barter deal with Romanian steel 
authorities — iron ore in exchange for mine and railway 
equipment — would get Marandoo into production, plug- 
ging into the export railway system already operated by 
CRA. Hancock has also taken a shareholding in Hongkong 
trading firm Burwill International to seek further markets 
in China, Southeast Asia and the Middle East. я 

Aluminium, alumina апа bauxite exports are thought to 
have passed the A$2 billion level in calendar 1984, a 20% 
lift. Bauxite production rose 19% to 29.3 million tonnes 








in Queensland started production, while out- 
put was increased in New South Wales mines. Saleable coal 
production rose 16.3% to 114.8 million tonnes, while black- 
coal exports rose 25% to a record 75.8 million tonnes. Ex- 
port earnings were up 20.5% to an estimated A$4 billion. 

The trend is continuing, with exports in the year to June 
estimated by the Joint Coal Board at 82 million tonnes. 
Highest earnings will come for coking coal exporters, with 
contracts set in US dollars and thus gaining automatic re- 
venue increases even though last year's US dollar prices 
have been “rolled over" once again. The impact is less 
clear-cut in the case of steaming-coal exporters, which ac- 
count for the bulk of the increased volume. Much of their 
product is priced in Australian dollars, and many com- 
panies carry heavy debts from developments carried out 
since the brief coal-price boom of 1980-81. 

On the brighter side, annual contracts with major cus- 
tomers in Japan, which set the price through the Pacific re- 
gion, were not settled before the dollar's plunge and pro- 
ducers were thus not locked in. 

Iron-ore producers enjoyed a lift in uptake from major 
customers in Japan and further incremental sales in 
Europe during 1984, with production up 27% to 90 million 
tonnes and exports up 12% to 83 million tonnes. A strike in 
India early in the year caused Japanese steel mills to divert 
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while alumina output rose 16% to 8.4 million tonnes with 
the commissioning of new refineries at Wagerup and 
Worsley in Western Australia and expansion at Gladstone 
in Queensland. Aluminium production jumped by nearly 
60% to 757,758 tonnes, with exports doubled to 476,000 
tonnes. 


US$400 million for US aluminium assets of Martin 

Marietta Corp. as part of a group investment strategy 
that concentrates now on tying up foreign processing and 
distribution channels more than increasing output. The 
cost of such investment has been substantially raised by 
the currency movement, however, and Comalco has been 
forced to go to its shareholders for a further A$124 mil- 
lion equity injection to compensate. Both Comalco and 
Alcoa of Australia reported sharp cuts in net profit for 
the first quarter of 1985 with-higher interest payments 
and provision for unrealised exchange losses largely to 
blame. 

Industry leaders warn that substantial excess capacity 
remains throughout the world. The uncertain future has 
helped stall Alcoa's aluminium smelter project in Portland, 
Victoria, and another smelter proposed in Western Austra- 


т" past year has seen CRA subsidiary Comalco pay 
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lia. In both cases South Korean partners are likely to be in- 
volved, with their equipment supplies and product distri- 
bution networks important factors in overall project eco- 
nomics. 

Copper output fell about 10% in 1984 to about 237,000 
tonnes. Exports of copper in all forms lifted only 1% to 
184,000 tonnes with export income up 3% to A$281 million. 
Prices received in Australia have lifted sharply since the 





start of this year, up from A$1,600 to more than A$2,200 a 
tonne. 

The dive of the Australian dollar produced a rush for gold 
in Australian share markets, with the exchange-rate factor 
pushing the local price over A$500 an oz in mid-April, the 
highest price for several years. This has kept in business 
many of the older underground mines, where the break- 
even point is an average A$400 an oz, and added cream to 
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the cake for new open-cut producers where costs average 
around A$250 an oz. 

Newcomer Kidston Gold Mines, owned 70% by Canada's 
Placer Development and 15% by Australian 
conglomerate Elders IXL, is the star among 
the new low-cost producers expected to dous 
ble Australian gold output to 2 million oz a 
year by the end of 1986. The A$138 million 
Kidston mine in North Queensland opened 
in April with estimated first-year produc- 
tion at 281,000 oz of gold an estimated 
1% of world output and 20% of Australian 
production — as well as 164,000 oz of 
silver. Industry analysts have put operat- 
ing costs (excluding finance) as low as AST17 
an 02. 


he oil-and-gas sector has been buoyed 
T by a continuing high rate of small dis- 

coveries onshore. However, changes in 
the tax regime and testing of a new cash bid- 
ding system for new leases have contributed 
to a decline in offshore exploration to its 
lowest point in four years. Hopes of a major 
oil discovery in the Timor Sea have faded 
with disappointing follow-up to the BHP 
consortium's Jabiru well 

The field will come into production in 
mid-1986 at the minor rate of about 13,000 
barrels a day. Offshore regions are still seen 
as the main prospect for big discoveries that 
would keep up Australian self-sufficiency, otherwise set to 
decline from the 79% of 1983-84 to about 42% in 1993 

Prices set at parity with landed prices of foreign oil have 
given oil producers an automatic escalator with falls in the 
Australian dollar. However, the system also translates im- 
port costs quickly into the consumer-price index and 
thence (under the government-union wage accord) into 
wages. Oil producers also chafe at difficulties in selling 
their product in the domestic market. Federal authorities 
are now studying the impact of limited permits for the free 
marketing of oil, with total liberalisation possible within 
18 months, according to Resources and Energy Minister 
Gareth Evans. 

The resources sector is now rounding off the projects ini- 
tiated during the late 1970s, with construction well under 
way at the Roxby Downs uranium and gold mine in South 
Australia and completion nearing at the A$585 million Ar- 
gyle diamond mine in the Kimberleys. With the biggest 
project of all, the A$12 billion North West Shelf natural gas 
development, parties are working towards signing of pur- 
chase contracts with Japanese utilities at mid-year that 
Will allow work to start on the A$9.8 billion liquefied natu- 
ral gas phase. 

The next wave is likely to concentrate on processing of 
raw materials, either for specific markets such as China or 
in highly specialised global markets for products such as 
titanium and silica. But two of the alternative oil projects 
begun áfter the 1979 oil shock remain alive. Esso Australia 
remaitis' in its 50% partnership with Southern Pacific 
Petrdéleum and Central Pacific Minerals in the Rundle oil- 
shalé'study, having spent A$122 million so far. A Japanese 
consortium has opened a pilot plant in Victoria's LaTrobe 
Valley 15 fest liquefaction of the region’s immense brown- 
coal resérves. 

Australian heavyweight mining houses will be increas- 
ingly involved in processing at point of delivery, as with 
CRA's plànned 3096 equity in a new West German steel 
consortium,’ ór with technical services, as with Western 
Mining Cofp.'s consulting work on nickel smelters at Jin- 
chuan in China's Gansu province п 
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The drought ends, but farmers still 


While the abrupt end of a severe drought 
two years ago gave a massive boost to Aus- 
ES tralia's progress out of recession, the coun- 
irv's farmers are now among those worst 
pinched by the limits of the recovery. The 
huge number of rural properties that have 
come onto the market in recent months as 
institutional and corporate investors with- 
draw to their cities and mines shows the generallv thin 
yields on Australian farm investments, perhaps out- 
weighed for those remaining by the satisfaction of being 
barons over vast sweeps of country. 

Some 5% of Australia's 5 million Кт? of farmland has 
been put up for sale this year, much of it large-scale exten- 
Sive grazing land in the arid Northern Territory and 
Queensland. Among corporate investors hanging up their 
saddles and stockwhips are Hooker Corp. and CSR. 

The dismal rate of returns on capital were spelled out by 
the Australian Government's Bureau of Agricultural Eco- 
nomics (BAE) earlier this year. Average farm cash operat- 
ing surplus in the 1984-85 year (to June) was estimated at 
А$23,327 (US$15,448) — a drop of nearly 20% on the previ- 
ous year. Real rate of return on investment, including capi- 
tal appreciation of less than 2%, was put at only 1.5% for 
the year, down from 4.8% a year before. Income on family 


farms was estimated at an average A$12,149 a 28% 
drop. 
The culprit is stagnation of commodity prices. However, 


the depreciation of the Australian dollar since February 
has improved earnings in local-currency terms markedly, 
since most exports are priced in US dollars or other foreign 
currencies. Revising its 1984-85 average exchange rate 
down from the January estimate of 86 US cents to 79 US 
cents, the BAE adds more than A$500 million to the gross 








value of farm production in 1984-85 to reach A$15,62 bil- 
lion. However, given a faster rise in costs, the net value of 
farm income should still decline this year by 14% (as 
against the 17% fall forecast in January) 

With the Australian dollar expected to average 74 US 
cents, the BAE foresees a 9% increase in agricultural ex- 
ports to a record A$11.06 billion. Gross farm production in 
1985-86 is forecast to rise by only 2%, however, and outgo- 
ings by 7%, resulting in a 12% fall in the net value of rural 
output, But this is а marked improvement on the 20% de- 
cline the bureau forecast in January. 

Farmers are no longer plunging as rapidly into debt as 








Australian wine promotion in Japan: vineyards are a success. 
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| Farming goes online with 
televised stock sales . 


Much of the profit in 
Australian agriculture 
is made and lost in 
such places as the 
stock  saleyards in 
Mudgee, a town in 
central New South 
Wales, where at 5:30 


. a.m. every Tuesday hundreds of cat- 
_ tle and sheep wait their fate in pens 


covering the side of a low hill. 

By mid-morning heat and dust are 
swirling about as Malcolm French, 
local manager for the big pastoral 
company Elders IXL, climbs on a 
walkway ahove the pens and begins 
an auctioneer's staccato patter: “97, 
97 they go. Finish. Done. Quickly.” 

Assistant Tony Tindall stares into 


_ the row of buyers frém the meat com- 


panies and feed lots: lean men mostly, 

wide-brimmed, low-crowned 
felt hats, tight moleskin trousers, 
and elastic-sided riding boots. Tin- 
dall picks up laconic signals, and 
French knocks down the sale, moving 
on to the next pen as a marker sten- 


cils blue pairit on hê rumps of sold 
stock. 

About, 600, animals are being sold 
this day, about half handled by El- 
ders and the rest by small local deal- 
ers, with ‘¢ommissions of 3.5% on 
prices of perhaps A$400 (US$264) a 
steer. 

Sales continue through to early af- 
ternoon: Huge articulated trucks ar- 
rive to pick up cattle and sheep as the 
stock agents wade through the dust, 
counting ‘and re-counting. But after 
the sale, ‘and after the day’s results 
have been written up, begins the end- 
less intelligence work of the pastoral 
agent, $¢¢King out potential buyers 
and'séllérs across a huge swathe of 
New South Wales. 
 Y'spend about three hours each 
night 6h the phone," says Elders 


eit Тап Morgat. “One call can lead 
“But this is all starting to change. 


e new method of selling is for an 
ders assessment team to visit the 
vendor’ s property. A stock expert 


229 













makes a thorough study of the cattle, 
while a cameraman records a video 
presentation of the stock from all 
necessary angles. 

Video and description are pre- 
sented to stock buyers at the Elders 
auction room in Dubbo, the main re- 
gional centre in northwestern New 
South Wales, with live video and tele- 
phone hook-ups to four other Elders 
branches. The purchaser watches the 
auction and makes his bids often 
from hundreds of miles away. 

The vendor gains the most obvious 
advantage in that he pays no trans- 
port costs, since the cattle make only 
one journey, at the expense of the 
buyer. He shows off his cattle at peak 
condition rather than after the stress 
of a truck journey and a day in small 
pens. Less tangibly, the system gives 
him a vastly wider market and hence 
a better position. 


T he new method is still confined to 
sales of cattle for fattening 
("store" cattle), and | may never com- 
pletely replace the” traditional sale- 
yards for smaller Tots or for top-class 
breeding animals. But it is the fore: 
runner of sweeping ‘changes in Au 

tralia’s agricultu industry being 


brought about by High technology. . 
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feel the pinch 


they were in the negative-income years of the drought. In- 
debtedness is thought by the BAE to be rising only 3% this 
year, compared with the 16% rise in 1982-83, but is still 
high, with about A$6 billion owed to institutions. The 
number of farmers has declined steadily from about 
205,000 at the end of World War ll to about 176,000 at pre- 
sent. The attrition is continuing, with some economists pre- 
dicting fewer than 100,000 full-time farmers by the turn of 
the century. 

Not only are conventional farms being consolidated into 
larger units, but much prime land close to cities and the 
coast is being divided into hobby farms for wealthy urban 











AUSTRALIA 


dwellers — and turned over to a diversity of new 
as avocados, macadamia nuts (a long-neglect« 
Australia), small vineyards, and angora goats 


or its traditional grain, fibre and meat products Aus- 
F tralia is facing mounting problems of world oversup- 

ply and consequent limitations on access. Some long- 
time food-importing nations have become self-sufficient or 
even competing exporters. India is reported to be shipping 
2 million tonnes of wheat to the Soviet Union this year, 
while Indonesia has attained self-sufficiency in rice and 
China has experienced a surge in domestic grain output asa 
result of its new incentives 


ises such 
і native to 
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Physical movement and inspection 
of stock is being quickly replaced by 
expert description or video records. 
Buyers and sellers are brought to- 
gether by TV hook-ups or on-line 
computer services. And once-isolated 
farmers are suddenly being offered a 
huge range of information services. 

The biggest pastoral company, El- 
ders, is moving quickly to put all its 
380 rural branches on a central infor- 
mation system, so that buyers and 
sellers can be matched up by one 
input instead of perhaps 20 telephone 
calls in the present state-wide ring- 
around. 

An even more ambitious system, 
being set up by livestock producers 
and agents, is CALM (Computer- 
Aided Livestock Marketing). This 
system aims to create a nationwide 
electronic marketplace, at which 
buyers and sellers will make their of- 
fers from remote terminals. With 
tenders opened for equipment and 


software, CALM is scheduled to start — 


operations next year. 

The scramble to hook up farmers 
and country town businessmen to on- 
line information services is intensify- 
ing. Typically these services offer 
subscribers dial-up information 
through Telecom Australia's pac- 
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ket-switching network Auspac — 
covering stock and commodity 
prices, futures prices, share-market 
data, industry and economic statis- 
tics, product information on chemi- 
cals, weather forecasts and financial 
advice. 


Iders’ Farmlink system began op- 
erations late in 1984 and has 

about 1,200 users on line, including 
the company’s own 380 branches. It 
offers a relatively cheap entry to 
computerised information services. 

Its main rival, Agridata, also 
started around the same time. It does 
not give out its subscription rate, but 
has scored a major coup in enlisting 
the National Australia Bank which 
has some 700 branches in country 
towns to put on line. Owned 50% by 
the Herald and Weekly Times group 
of newspapers, Agridata claims to 
offer a more diverse data base than 
Farmlink, with more real-time inputs 
such as in stockmarket prices. 

However, it requires rather more 
expensive terminals than the Elders 
system, and greater connect time and 
report charges. 

A newcomer is Grassroots, to be 
operated by the transport group 
Mayne Nickless and Rural Press. 


Developed-country markets are also 
presenting severe problems. The Euros 
pean Community's Common Agricul 
tural Policy has encouraged massive 
surpluses of heavily subsidised meat, 
wheat and dairy products which hover 
over markets long supplied by Austra- 
lia. The United States, through export- 
credit schemes for grain, and political 


pressure on problem markets such as 
Japan, has also trodden heavily on Aus- 
tralian toes. 

Trade representations have thus 
forced themselves onto the political 
agenda at top-level in Canberra. Earlier 
this year Prime Minister Bob Hawkeand 
Primary Industries Minister John Kerim 


went to Brussels to dissuade the EC from 
attempts to sell beef in 
Pacific markets, and won an undertak- 
ing to this effect. Japanese Prime Minis- 
ter Yasuhiro Nakasone likewise was ap- 


subsidised 


Using software developed for the sys- 
tem of the same name in Canada, it 
will have a strong graphics capability 
for such information as weather re- 
porting. 

Director Neil Inall said Grassroots 
would have a strong orientation to- 
wards country businesses as well as 
farms. The system would also carry 
the extensive classified advertising of 
the Rural Press newspapers. Grass- 
roots has also bid to be the carrier of 
the CALM livestock system. 

In addition, farmers and their pro- 
fessional support are also being of- 
fered information services by state 
government agriculture departments 
and Telecoms' Viatel service. Almost 
certainly this is over-servicing the 
market and many potential subscrib- 
ers are already overwhelmed by the 
options available. 

Farmers are expected to log on 
more readily once they have seen the 
various systems in action. An interest 
in pure information services could 
come after farmers buy micro-com- 
puters for specific applications, say 
farm accounts or management of irri- 
gation systems. But with so many 
networks entering the market, a 
shake-down could follow in quick 
succession, many analysts believe. 










proached during his Canberra visit in January over last 
year's beef-import agreements, which will clearly engineer 
| a greater market share for US beef. 
V The wheat industry has benefited heavily from the fall in 
P the Australian dollar, allowing the Australian Wheat 
oard — the monopoly exporter — to shade down its prices 
quoted in US dollars while increasing average Australian 
ollar returns by about 9% in 1984-85. With export prices 
p from A$187 a tonne in January to A$213 a tonne in 
rch, the Wheat Board has ample flexibility in pricing for 
he 1985-86 year. The 1984-85 crop, harvested around the 
of the year, was close to the previous year's record at 
n estimated 18.5 million tonnes and of unsurpassed qual- 


















With labour restrictions aggravating throughput prob- 
ems in loading plants, particularly in New South Wales, 
Wheat Board has had to deal with backlogs in the ex- 
1 system. The BAE estimates Australia could end the 
34-85 market year in September with 15.8 million tonnes 
sorted and 7 million tonnes carried over. 

he Wheat Board sees global supplies continuing in 
ndance, barring a sea- 
failure in other pro- 
rs. Argentina has been 
vily discounting its ex- 
ts, while a new US farm 
Ш could help depress US 
port prices which com- 
tors would have to 
teh. China's long-term 
leat contract with Aus- 
ia ended on 31 De- 
mber 1984, in line with a 
eral policy not to renew 
ch contracts. Orders will 
tinue on an ad hoc 
sis, however, and the 
Wheat Board is confident 
maintaining high vol- 
es. The only contract so 
far in the 1984-85 season 
amounts to 600,000 tonnes, 
till far below the 1.5-2.5 
ion tonnes bought under 
he long-term agreement. 
E pride in its high-quality hard-wheat output, the 
Australian industry has not been positioned to take advan- 
e of the rapidly growing market for softer grains in the 
fiddle East and other new markets. But with higher yields 
1 “outweighing the lower prices, many farmers are expected 
oswitch production to chase this demand. 

ША similar picture of high production levels and currency 
ains overcoming depressed world prices exists with most 
ther crops. The sugar industry is in an exceptionally bad 
icament, however, having been brought to the brink of 
lapse by world oversupply, competition from artificial 
roducts, and a strong shift among consumers away from 
product on health grounds. 

Although world sugar consumption in 1984-85 is put at 
million tonnes, about 2 million tonnes above supply, the 
bal stockpile remains at a high 38 million tonnes. Again, 
the EC, through its subsidisation of sugar-beet output, has 

een a target of Australian anger. One nightmare for the in- 
—dustry is Brazil striking oil — and turning over its sugar- 
— Cane acreage now devoted to ethanol to food. Cane-grow- 
_ ers, many heavily in debt from machinery purchases, are 
| clamouring for government assistance to avoid going under 
y ^ in large numbers — which would in turn depress a swathe 
‘of the Queensland central coast. 

The industry increased output by 10.5% to a record 3.54 
million tonnes in 1984-85, but thegross value of production 
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Hawke and Nakasone: approach over beef. 


ency 
in price will be жа offset byt the 1655 of the more re- 


munerative long-term contract sales. Gross value of sugar 


output would therefore increase only marginally to A$510 
million. 

The wool industry remains a bright spot in Australian 
agriculture, with prices showing a 5% gain over 1983-84, 
and the outlook for continuing demand — especially for the 
finer wools used in high-fashion garments and expen- 
sive men's suiting. With output also up, the value of 
wool exports i is thus expected to rise by nearly 20% in 1984- 
85. The improvement is also expected to allow the Austra- 
lian Wool Corp. some chance to run down its massive 
stockpile — built up through its earlier price-support inter- 
ventions. The BAE expects wool production to decline mar- 
ginally in 1985-86 but average prices to firm by a further 6% 
Or so. 


the drought, which helped take cattle numbers 
21.8 million at the 
been buoyant 


Be: producers are still rebuilding their herds from 


down from 33.4 million in 1976 to 
start of 1984. Consequently prices have 


© and supplies of good-quality animals for export beef limit- 


ed. Market restrictions in the US and Japan have thus 
been half-welcomed. Herd numbers are now on the rise, 
estimated at a total 22.9 
million in March this year 
and 23.5 million in March 
1986. Meat production is 
expected torise 4% overthe 
coming year to 1,275 mil- 
lion tonnes. 

Exports are expected to 
rise 7% to about 415,000 
tonnes, with the US taking 
about 255,000 tonnes (up 
20,000 tonnes) and Japan 
95,000 tonnes (up 3,000 
tonnes). South Korea con- 
tinues to be an important 
butunreliablemarket, with 
authorities marking sharp 
adjustments to imports in 
line with domestic price- 
support policies for meat. 
The gross value of beef ex- 
ports in 1985-86 is forecast 
at A$1.266 billion, a rise of 
22% on the previous year, 
again largely due to the currency movement. 

Prices of sheep-meat exports will remain low in the 
prime Middle Eastern markets. However, exports of live 
sheep to Islamic countries, in specialised multi-deck ships, 
are continuing to grow, with a record 7.4 million animals 
expected to be shipped in 1985-86. 

On the downside of a strong recovery, Australian farmers 
once again feel themselves caught in a price and cost 
squeeze, despite the beneficial effects of currency depre- 
ciation. Much attention is being paid to reduction of mar- 
gins in handling and assessment of their product, often by 
replacing physical methods with computerised descrip- 
tions. Talk of deregulation has also interested farmers, long 
critical of protective measures that massively increase the 
costs of their imported machinery. 

Some 75 authorities — ranging from the Wheat Board 
with its A$4.2 billion annual turnover down to boards for 
dried fruit, honey and eggs — run marketing and price- 
support systems that, according to critics, often help pre- 
vent industries finding their true economic structure. A 
dent in this protective web came last year when wheat 
growers were allowed freedom to sell direct to domestic 
customers. But whether it is called "orderly marketing" (by 
the farmers) or “agrarian socialism" (usually by academic 
purists), deregulation talk does not often extend to this 
area. * К п 
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Philip Deer, our Asian customers better 
General Manager, than any other bank сап” 
Westpac Asian Division. “Surely, it was no 


coincidence that Asian 
Finance magazine recently 
, voted Westpac Managing 
Director, Bob White, as 
Y=} BANKER OF THE 
YEAR... It shows we 
mean business!” 
j No other bank 
serves your 
N у business better 
than Westpac 
which is w hy we 
should be talking 
to each other. 


In fact, the Asian region is 
already the world’s fastest - 
growing commercial sector. 

But like anywhere in the 
world, for business to keep 
thriving here, a strong banking 
connection ís vital. 

Westpac is the bank for you. 

Westpac is Australia's largest 
bank with offices in all the key 
financial centres of Asia. 

According to Philip 
Deer, General Manager of 
Westpac Asian Division, 
“We recognise the huge 
potential here and are 
dedicated to serving 
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The Beauty 
& 
The Best 


A the best is in the 
Peugeot 505. As one of 
the earliest manufacturers of 
Automobiles, Peugeot spent 
years in research and develop- 

producing depend- 
able cars that generations 
have come to trust. And the 
Peugeot reputation grew. 
Today, the Peugeot name is 
synonymous with comfort, 
safety, toughness and reliabi- 
lity — a reflection of the very 
best in a world of beautiful 
cars. 





Peugeot 505 — 
Blending charm 
with realism; 
refinement with 
efficiency. 


PEUGEOT 











Murder most macabre and 
the making of a myth 


By lan Buruma in Tokyo 

tis easy to see why the murder case of 

Issei Sagawa attracted so much at- 
tention. It had all the right ingredients: 
sex, violence and twisted racial rela- 
tions, giving the murder an almost 
mythical dimension of the cruel Orient- 
al and his innocent white victim. For 
those who may not remember, here is 
what happened: in 1981 a Japanese 
student called Sagawa shot Renee 
Hartevelt, his Dutch girlfriend, in his 
Paris apartment. During the next five 
days he sliced up her corpse with an 
electric meat-carver and ate her bit by 
bit. On the fifth day he was arrested 
and taken to prison. Several months 
later he was declared mentally de- 
ranged and prosecution of the case was 
dropped. In 1984 he was flown back to 
Japan, where he remains, committed to 
a mental home in Tokyo and complain- 
ing of being bored. 

Sagawa, meanwhile, has become 
something of a celebrity. While still in 
jail in Paris he wrote to a famous Ja- 
panese playwright asking him to coop- 
erate in making a film of the murder. 
(He had already displayed "artistic" 
inclinations by taking a large number 
of polaroid pictures of his girlfriend's 
mutilated corpse.) The playwright, Juro 
Kara, was interested enough to fly to 
Paris, but he failed to meet Sagawa. His 
ensuing book, however, half fiction, 
half fact, about his peculiar relation- 
ship with the killer won the most pre- 
stigiousJapaneseliterary prizein 1982. 
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This was not all. The celebrated film | 
director Nagisa Oshima next express- | 


ed interest in doing a film on the killing 
and the British rock group, The Rolling 
Stones, incorporated Sagawa's deed in 








m _ The poses of Sagawa: infatuation with bizarre taboo-breakers. 


| som tree, or posing elegantly in front ОЁ 
| a traditional house, or gazing romanti- 





a song. Oshima later dropped the idea. | 


But Sagawa himself added ‘to his 
celebrity status by writing a book 

about his murder, of course 
In the Fog, a rather pretentious work 


- entitled | 


describing the author's erotic obses- | 


sions, mostly to do with cannibalism 
He called his murder "an act of love." 
(This type of exploitation is now illegal 
in the United States, through the so- 
called Son of Sam Ruling, which for- 
bids felons to make money based on 
their murders.) The height of tasteless- 
ness was reached this month in the 


latest issue of Hanashi no Tokushu, a | 


monthly cultural magazine and, inci- 
dentally, the publishers of Sagawa's 
book. 

In an attempt to "restore the rights 
of the man, Sagawa," the editor-in- 
chief of the magazine, Tomohide 
Yasaki, devoted half the issue to an in- 
terview with Sagawa. "To change peo- 
ple's minds [about Sagawa]," it was 
decided to "hire a first rate photo- 
grapher and publish the pictures as 
widely as possible to alter his image." 
And so the interview by the éditor is 
accompanied by a series of glossy pic- 
tures taken by the fashion photo- 
grapher Yoshihiro Tatsuki — photos of 
Sagawa smiling under а; cherry blos- 

4 
v 


Pia 


| even 





| call by its proper name 


cally through dark glasses like an Ita- 
lian film star 

The issue is further illustrated witha 
collection of drawings, entitled “To 
Hell," featuring demons preparing for 
a feast by cutting up bodies 

How, then, do we account the 
morbid fascination for this young man. 
Surely there are others more deserving 
of having their "rights restored." Is 
there something especially appealing 
about the case to Japanese intellect- 
uals? Yes and no. The fact that Sagawa's 
victim was a white woman explains 
part of the fascination, and, one might 
add, the lack of compassion for her 
family. —Yasaki's that 
Sagawa's family "received the biggest 
trauma after the incident," without 
mentioning the girl's family, 
seems grossly insensitive at best 


tor 


assertion 


hroughout the interview and accom- 


panying editorial comments, the 
victim is hardly mentioned and the 
murder is onlv referred to as "the inci- 


dent," as in the "China Incident," the 
"Manchurian Incident" oi other 
incident Japanese are embarrassed to, 
\ similar tone 
is adopted in Kara's novel; the author 
even expresses an understanding of 
Sagawa's difficulties with formidable 
white women, described in the book as 
big-breasted blond amazons Renee 
Hartevelt, judging: from her photo- 
graph was neither buxom, nor blond 
To be fair, however, Japanese intel- 
lectuals are not alone in their infatua- 
tion with bizarre taboo-breakers, par- 
ticularly when such figures have à 
literary. bent. Norman Mailer's. re- 
lationship with Jack Henry Abbott, à 
bookish killer who has. spent most of 
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` example. The French cult of 
"Saint" Genet or the Marquis de Sade 
is another. 

Modern artists make it their busi- 
ness to explore the limits of human be- 
haviour, to break taboos and social 
conventions, to rip off society's hypo- 
critical mask. But art is the domain of 
the imagination, and artistic sex and 
violence usually remain confined 
within the covers of books, gallery 
walls or cinema screens. Artists who 
overstep these bounds and actually act 
out what others dream about often be- 
come the objects of a cult. (The fascina- 
tion with Hitler, with his grandiose 
"artistic" dreams, may have something 
to do with this.) 

Sagawa has always prided himself 
on his literary talents. He actually 
published some articles in highbrow 
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man poetty moments before killing 
her. Yasaki, Sagawa's perfect Norman 
Mailer, encouraged his protégé's liter- 
ary ambitions. Impressed by Sagawa's 
statement that “cannibalism is a per- 


fectly natural human desire," he 
claims that Sagawa has profound in- 
sights to impart. "The last taboo," he 
writes, "can finally be overcome, and 
Issei Sagawa is the only man who can 
do it." It is the mark of a deranged 
mind that fantasy and the real thing 
cannot be kept apart. This is clearly the 
case with Sagawa, but what about this 
editor of one of Japan's best-known 
magazines? 

His interest is not purely literary. He 
is remarkably candid about the roots 
of his personal interest in the case: 
"Cannibalism is quite common in hor- 





no") ty ete 


t eh a _ Dracula movie, Î am on 


Dracula's side . . . I was not particu- 
larly shocked or surprised when I 
heard that Sagawa had eaten a pretty 
young girl. In fact, I was more in- 
terested to know what it felt like 
and what parts of the body he had 
eaten." 

This may seem quite mad to many of 
us. In fact it israther typical of a strain 
running through Japanese culture for 
centuries. Japanese writers and artists 
have long had a morbid fascination for 
grotesque erotica and cruelty. This 
tradition is in many respects similar to 
the post-Romantic interest in cruelty 
in the West — the product of oppres- 
sive social restrictions, and a decaying 
value system 

This is less contradictory than it 
sounds. During the Edo period (1615- 





Nakasone and James Stewart; Jeanne Moreau and Brigidde Fossy: audience for high quality cinema. 


Tokyos celluloid overdose 
succeeds despite inhibitions 


By Nick Bornoff in Tokyo 


resented under the auspices of the 
Ministry of International Trade 
and Industry (Miti) and the City of 
Tokyo, the long-overdue first Tokyo 
International Film Festival (TIFF) 
‘materialised to the tune of US$12 mil- 
lion raised among the Tsukuba '85 Sci- 
ence and Technology Exhibition, 
Sony, and giant trading corporations 
such as Seibu, Tokyo and Marui. To- 
wards the end of the preparations, the 
unpromising initial differences be- 
tween government, commerce and film 
industry were finally settled and the 
festival opened in a climate of op- 
timism about the possible benefits. 
Representatives from all major mar- 
kets and a plethora of international di- 
rectors and stars headed for Tokyo and 
relayed each other in droves between 
31 May and 9 June. Beneath the 
habitual glamour of names and faces 
lay the hard core of business: with the 
demise of the short-lived Manila festi- 
val, film majors from around the world 
set their sights on Tokyo as one of the 


most potentially lucrative market- 
places in Asia. 

But as TIFF took shape, there were 
times when it came dangerously close 
to living up to its rather unfortunate 
initials. From the beginning of March, 
there were problems over the rejection 
of Paul Schrader's film Mishima. More 
than a decade after his bloody ritual 
suicide, the writer Yukio Mishima — so 
popular in the West despite his bizarre 
predilection for Japanese militarism - 
remains a hero to Japanese rightists 
and an embarrassment to a conformist 
literary establishment. In the wake of 
threats from rightist thugs and quar- 
rels with the late writer's widow, the 
Japanese film industry gave Schrader 
and his film a wide berth. Despite its 
presentation at Cannes and a petition 
signed by hundreds of leading figures 
in the international film and literary 
community, Mishima was not accepted 
for screening at TIFF. The organising 
committee hid their fear of rightist re- 
prisals behind an evasive screen of 











bureaucracy, claiming that the film 
had been improperly applied for entry. 
Because international festival regu- 
lations accept only uncensored films, 
and since several directors threatened 
to withdraw their entries if they were 
shown otherwise, the tricky negotia- 
tions between TIFF organisers and 
hitherto inflexible government agen- 
cies were ultimately successful. The 
notoriously fatuous Customs Tariff 
Law, dedicated to the total eradication 
of pubic hair — particularly when im- 
ported on film — was lifted for the fes- 
tival. As Michael Radford's 1984 was 
shown as part of the Young Cinema '85 
category, Japanese news  photo- 
graphers zealously clicked away for 
the hazy "pubic hair" photos sub- 
sequently gracing the pages of the 
press beneath sensational headlines. 
As the only competitive category in 
the TIFF, Young Cinema '85 was very 
much in the limelight. The 16 films 
finally selected from 519 entires were 
judged by a jury chaired by pro- 
ducer David Puttnam, and included 
world cinema figures such as Ber- 
nardo Bertolucci, Istvan Szabo and 
Raymond Chow. The third prize saw 
US$250,000 awarded to Turkish di- 
rector Ali Ozgenturk for The Horse, 
the second was for Hungarian Peter 


Gothar's Time Stands Still and 
the first, a whopping US$750,000, 
went to Japan's Shinji Somai's 
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its bureaucracy to perpetuate their 
rule, that immorality became a form of 
political subversion. Violating social 
taboos was often the only way to ex- 
press true feelings, hence the promi- 
nence in literature and drama given to 
double suicide (forbidden by law) and 
other social crimes. In a tightly or- 
ganised, conformist society, criminal 
rebels are frequently regarded as 
heroes — like Sagawa, they act out 
other people's dreams. 

The collapse of what was left of trad- 
itional Japanese values at the end of 
World War II, after having been per- 
verted for decades by militarists, left a 
moral vacuum which could not be 
adequately filled by the economic 
miracle. It also left a nihilistic intel- 


oddball youth vehicle Tyhoon Club. 

Buffs and critics were especially un- 
happy about the first prize: more com- 
mendable works had been unexpect- 
edly neglected. There was a wide- 
spread opinion that the jury, being too 
conscious of judging a first Japanese 
film festival, had allowed its inhibi- 
tions to influence its decision. 

Near the vast NHK Hall, housing 
major festival events and the Festival 
of Festivals, the movie theatres in 
Tokyo’s popular, youth-orientated 
Shibuya district were turned over to 
the different categories of the festival. 
Tickets for many of the screenings of 
the Fantastic Film Festival — a mixed 
bag ranging from imaginative bril- 
liance to mindless gore — were sold out 
well in advance, showing Japan's es- 
capist fondness of fantasy and horror. 
International Women's Film Week 
played to capacity crowds with films 
by directors as diverse as Jeanne 
Moreau, Costa-Gavras and Wang Hao 
Wei, pointing to the well-known fact 
that for a notable number of cinematic 
genres, the majority of the country's 
audience is female. Since animated 
cartoons constitute 10% of Japan's en- 
tire film output, it was fitting that 
TIFF should have included an Anima- 
tion Film Festival too. 


he 30 Selected Films Around the 

World and Festival of Festivals 
categories offered a substantial 
cinematic feast but few surprises. 30 
Selected constituted a panorama of the 
finest films from countries with a 
smaller film output; Festival of Festi- 
vals presented the cream of recent fes- 
tival prizewinners (most of which are 
shortly to be released in Japan) includ- 
ing Paris, Texas and The Killing 
Fields. Kurosawa's Ran played to 
packed houses nationwide on the same 
day as its festival presentation. 

The Japanese Films of Today section, 
however, met with less enthusiasm 
from Japanese; and foreign critics, 
alike. Some films were too old to qual- 
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used by the Tokugawa shogunate and 


1 К + qu > 9 sons. 

One of the legacies of the Edo period, 
as well as the militarist 1930s and 
1940s, is that the mass media are still 
— often rightly — regarded as self- 
righteous guardians of official moral- 
ity. This explains Yasaki's violent at- 
tacks on the Japanese press, who, in his 
view, have unfairly maligned Sagawa. 
He reviles their "moral rectitude and 
humanizumu [humanism]." Human- 
ism is disliked both by Japanese reac- 
tionaries and leftists, presumably be- 
cause of its foreign origins. And so the 
very fact that Sagawa is the target of 
press disapproval, makes him a hero in 
anti-establishment eyes. 

This still begs the question why such 
types as Yasaki show such little com- 
passion for the victims of these heroic 
rebels. Is there no universal morality or 


ify, while others were already too well 
known abroad. Tearjerkers, unre- 
markable comedies and old chestnuts 
abounded, themost recent works by di- 
rectors represented were not shown 
and such more experimental directors 
as Seijun Suzuki and the late Shuji 
Terayama were totally neglected. 

The pomp and:circumstance for the 
opening ceremony included speeches 
by his imperial highness Prince 
Hitachi, Minsiter of International 
Trade and Industry Keijiro Murata 
and Tokyo Governor Shunichi Suzuki, 
on the time-honoured tack of 
friendship and cultural exchange. 
Later, the nationally broadcast gala re- 
ception typically veered towards 
kitsch, turning into a raucous TV vari- 
ety show during which cameras focus- 
ed solidly on glamour, leaving the more 
pertinent cultural faces out in the cold. 

Following the screening of David 
Lean's A Passage to India, actor Victor 
Bannerjee the next day appeared on- 
stage in a kimono and was prompted to 
go through the “I love Japan" routine 
invariably used to illustrate just how 
hilariously different from “we Japan- 
ese" those funny foreigners really are 
— а faux pas in a truly international 
event, but alas, all too typical in Japan. 

The first TIFF is clearly an experi- 
ment. Outside of the Young Cinema 
category, the films may have been sec- 
ond-hand, but much of it was first rate. 
Going through all the motions of a 
major future film festival in one ex- 
travagant trial run, TIFF may be consi- 
dered as a giant step in the right direc- 
tion. Because it can make the country's 
directors more keenly aware of com- 
peting on an international scale, its im- 
pact on the Japanese film industry may 
prove considerable. Playing to capa- 
city crowds of largely young people in 
all categories, TIFF proved that, con- 
trary to the beliefs of the many over- 
cautious Japanese producers and dis- 
tributors churning out tired formula 
films, there is an audience for high- 
quality cinema in Japan. u 


ve ings, д 
Perhaps 
not claim universality; on the contrary, 


they concern only Japanese society it- | 


self. Killing one's girlfriend and eating 
her is not the sort of thing one does in 


Japan. But then Sagawa did not do itin _ 


Japan and the girl was not Japanese; 
Even so most Japanese would abhor 
Sagawa's act. But Yasaki, being a true 
modern intellectual, abhors most peo- 
ple. 






Through Sagawa, he can vicariously - 


be a rebel too. Worshipping a pimply 


misfit such as Sagawa isa strange way _ 
but |. 


of kicking the bourgeoisie, 
strangeness is one of the privileges en- 
joyed by intellectuals in a conformist 
society. It is а privilege, however, 
which also makes them sadly irrelev- 
ant. 
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TIFF billboard: 137 films on show. 
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has mediocre efficiency, but social cohesion. 
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Rich adolescents, wary adults 


Australia and Argentina on Parallel 
Paths by Tim Duncan and John 
Fogarty. Melbourne University Press. 
A$22.50 (US$15). 


oing down in the world is much 
more difficult than going up. 
Argentina should know. No country 
has done it so effectively, and with so 
little help from foreigners. Nor has this 
been the gradual, British-style hard- 
ening of arteries, of gentlemanly de- 
cline. It has been the bitterness of man- 
hood unfulfilled, of youth suddenly 
crippled. This book, a team effort by a 
Melbourne University academic and a 
journalist from The Bulletin, is in ef- 
fect a cautionary tale for Australians. 
“There but for . . . go we." However, 
from a somewhat more distant per- 
spective it could be a cautionary tale 
for a number of countries which have 
high hopes based on recent past per- 
formance and a favourable balance be- 
tween vast natural resources and bet- 
ter than average human resources. Ma- 
laysia, for one, springs to mind. Things 
can go so very wrong. Not every na- 
tion's *manifest destiny" is to flourish. 
Australia/Argentina may seem an 
odd comparison, particularly in Asia. 
In the one corner a none too successful 
and congenitally unstable Third World 
country known for its armchair (but 
nonetheless murderous) generals and 
mountainous foreign debt. In the 
other, a politically stable, prosperous 
nation, on good terms with its neigh- 
bours. But those contrasting images 
are recent. 
In a curious reflection of southern- 
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hemisphere identity, Argentina is call- 
ing its new currency, announced on 14 
June, the Austral — one of the names 
considered for Australia's new cur- 
rency when it decimalised in the 
1960s. 

A century ago the two emergent na- 
tions were very conscious of each 
others progress. They were self-con- 
sciously young and rich. Twin adoles- 
cents under the southern cross, both 
sure they were the United States of the 
future. They prospered on the efficient 
exploitation of vast acres of temperate 
farmland, on the skills and capital and 
migrant labour which came to that 
land from Europe. Although Argentina 
had originally been settled by Euro- 
peans much earlier than Australia, its 
rapid development phase started later 
— in the 1880s, after seemingly inter- 
minable post-independence civil strife 
was overcome. But from then up to the 
late 1930s Argentina significantly out- 
performed Australia. It is only since 
World War II that the two have sig- 
nificantly diverged. While Argentina 
has slipped back to the "developing" 
stage, Australia has kept growing, al- 
beit at a mediocre pace. 

Australia may have slipped down 
the world gross national product table 
but at least it is in the middle ranks of 
the OECD league. Meanwhile, Argen- 
tina flounders in debt, coups and vio- 
lence. It also, at least (taking the mat- 
ter beyond the scope of this book) if 
novelist V. S, Naipaul is to be believed, 
is encumbered by the delusions of 
superiority of an all white Latin socie- 
ty living in a mixed-race hemi- 





sphere dominated by an Anglo-Saxon 
culture. 

Why the difference in recent pefor- 
mance? And will the difference be re- 
versed to the disadvantage of Austra- 
lia? The authors essentially put the 
major blame for Argehtina's sorry 
state on economic policy, aided and 
abetted by the failures of its political 
culture. Their thesis in effect suggests 
that small nations' attempts at econo- 
mic autarchy are doomed to disaster. 
And that rigid political structures, 
whether of the idealistic or autocratic 
type, can work very well for a time but 
cannot readily accommodate changes 
in external circumstances. In that 
sense the book by implication extols 
the values of pragmatic liberalism. 
That undogmatic philosophy may not 
sound very novel until one thinks of 
how many hopeful countries are bas- 
ing their hopes on "not depending on 
foreigners," or how many successful 
countries assume that political struc- 
tures which leave least room for argu- 
ment make for the most short-term 
economic efficiency. 


he book demonstrates how rapidly 

the Argentine economy grew when 
it used its natural comparative advan- 
tage in emerging world beef, wool and 
grain markets, and left itself open to 
development capital from the indus- 
trialised world (mostly Britain) and 
immigrants (mostly Italian). At the 
same time Argentina enjoyed a cen- 
tralised, democratic parliamentary 
government. Australia on the other 
hand, which had grown at monumen- 
tal pace from around 1850, slowed 
partly it seems, in retrospect, as a re- 
sult of efforts to create high-wage local 
industries behind tariff walls. This, 
and efforts towards closer rural settle- 
ment, diluted the wealth created by 
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Avenida de 9 Julio in Buenos Aires: 


specialised, land-intensive farming. 

The watershed era was the Great De- 
pression of the 1930s. Australia actual- 
ly suffered much worse, despite (or be- 
cause of) its broader industrial base 
and apparent lesser dependence on 
world markets. But Argentina reacted 
more dramatically. Almost at once, 
parliamentary institutions were over- 
thrown and the nation made a plunge 
for self-reliance. 

Although Australia emerged from 
World War II with many new indus- 
tries which now needed protection, it 
at least found itself still hooked up — 
and with thanks not envy — to the big 
players, particularly the US and sub- 
sequently Japan as well. But in an 
Argentina where democracy had been 
overthrown in the wake of depression, 
a reaction against a world-market 
oriented economy was exacerbated by 
isolation during the war. And after the 
war, under Peron, Argentina indulg- 
ed itself in an orgy of economic 
nationalism characterised by vast in- 
vestments in import-substituting manu- 
facturing and state takeovers of utili- 
ties which thereafter invariably re- 
quired large subsidies. The cost of all 
this was met by crippling taxes on the 
rural export industries. 

Australia had its fair share of high 
tariff walls and inefficient manufac- 
turing, much of which grew up during 
the war. But autarchy was never a 
passionate belief as for the Peronistas 
Nor were exporting industries so 


penalised that they were unable to take | 
advantage of the global boom of the | 


1950s and 1960s. Quite why Argentina 
swung so violently from liberalism to 
narrow, self-defeating nationalism is 
perhaps not adequately explained by 
Duncan and Fogarty. But they do iden- 
tify some of the strengths of the Aus- 
tralian system lacking in Argentina: 
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benign colonial guidance from London 
which kept local power conflicts 
within bounds while not suffocating 
autonomous aspirations; a federal 
structure which prevented over-cen- 
tralisation and ensured a strong voice 
for the rural areas and a wide measure 
of power sharing and bargaining 
among different interest groups. The 
result in Australia so far has been 
mediocre efficiency but a high degree 
of social cohesion and better rapport 
with the outside world. 


his being a cautionary tale, how- 

ever, the authors are at pains to 
warn how quickly the situation could 
be reversed and how narrowly some of 
Argentina's bigger pitfalls have been 
avoided. Unusually for liberal com- 
mentators they have noted the dangers 
of penalising successful export indus- 
tries, in particular noting Australia's 
mining industry, the development of 
which in the past 20 years has under- 
pinned Australia's growth by provid- 
ing foreign exchange and enabling the 
nation to avoid the endless foreign ex- 
change crises which have plagued 
Argentina and made restructuring of 
industry more difficult than ever. The 
mining industry in Australia is subject 
to many of the same attacks as Argen- 
tina's once world-beating rural indus- 
tries have been by two generations of 
Peronistas. It is believed to be im- 
mensely profitable, it is linked to, and 
often directly owned by foreign in- 
terests and it employs relatively few 
people. Ergo they are ripe to be 
squeezed to a degree which sooner or 
later will make them uncompetitive in- 
ternationally. 

Given its criticisms on Argentina 
policies, it is perhapsa pity that the au- 
thors do not make more of some of the 


international consequences. The na- | 











tion may have turned inward, but was 
not without impact on others. Bizar- 
rely, the founding father of Unctad 
was the Argentinian economist Raul 
Prebisch. He must bear at least a little 
of the responsibility for Argentina's 
remarkable pioneering descent from 
the First to the Third World. But rather 
than look inwardly for the causes of his 
own nation's decline, Prebisch trans- 
formed himself into a tribune of Third 
World development. By assailing the 
doctrine of comparative advantage in 
international trade, he paved the way 
for a dozen in efficient steel mills and 
car assembly plants 

But reviewers should not complain 
when authors stick to their appointed 
title. What they may complain about, 


however, is that the book at times is So 


repetitive that it might have had five 
authors not two. And even non-Liber- 
als may find the acid comments on the 
Malcolm Fraser years too committed 
for a book which demands perspec- 
tive. Readers might have liked more 
specific analysis of the impact of 
changing migration policies in the 


two countries. But overall the au- 
thors deserve praise and sales for 
identifying a subject which is very 


relevant and tackling it in à common- 
sense way. It is perhaps a pity that 
the authors did not extend the com- 
parison across the Tasman to New 
Zealand. In size it may not be compar- 
able. And its political culture could 
scarcely be less like Argentina's. But 
New Zealand was once even richer 
than Australia or Argentina and its de- 
cline directly attributable to building 
small high-cost industries on the backs 
of efficient rural producers. Austra- 
lians do not have to look so far to see 


the results of economic failure. nor 
find excuses in Latin cultures 

— PHILIP BOWRING 
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Government rescue offers the only salvation for a major Japanese shipper 


sea of red 


Sanko's 


By Charles Smith in Tokyo . 


he fate of Sanko Steamship, the 
. [ Japanesé lone-wolf tanker ope- 
; rator, has become a hot political 
“issue following release of the com- 
pany's results for the year ended 31 
March, which showed its cumulative 
pre-tax losses qver the past three years 
had climbed tv ¥ 168 billion (US$677.2 
million) — one the largest accumulated 
deficits in Japanese business history. 

According to competitors, Sanko has 
reached a point at which its survival 
depends on either a sharp upturn in 
world demand for oil or a rescue opera- 
tion by the Japanese Government. The 
first is so unlikely as to be discounted 
as a serious possibility. Government 
intervention, however, seems more 
likely; given the political leverage the 
company enjoys hy virtue of having a 

‚ Cabinet minister and Liberal Demo- 
cratic Party faction leader, Toshio 
Komoto, as its largest individual 
Shareholde: 

However, Sanko is notoriously un- 
popular with officials at the Minisjry 
of Transport (MoT) as a result of its 
constant refusal to toe the government 
line on such-things as fleet expansion 
plans and business-sharing' arrange- 
ments with other shipping companies. 

Sanko's problems stem chiefly from 
the fact that it became the world's 
largest operator of giant VLCC tankers 
during the late 1970s at a time when 
the world tanker market was moving 
into 'a chronic excess capacity. The 
company’appears to be the victim of a 
speculativé style of management 
which time and again has resulted in it 
burdening itself with new ships just as 
freight rates were turning downwards. 

‘Sanko placed massive orders for 
tankers with Japanese shipyards on 





S 


the eve of the first oil shock in 1973 and 
was forced to take delivery of the ships 
during the recession that followed. In 


1983 the company again gambled | 


heavily on a recovery in the market for 
bulk carriers, but apparently without 
much success. 

An order for 125 such ships placed 
with Japanese yards either by Sanko 
itself, or by trading companies from 
which Sanko subsequently chartered 
the ships, was meant to tie up the mar- 
ket and give Sanko a dominant role in 
handling Japanese imports of raw 
materials and grains. Sanko officials 
say the 86 ships delivered by May this 


year are “just about breaking even” on | 


their operations. But this result falls 
far short of the killing the company ap- 
parently expected to make when it 
placed the orders. 


anko's faulty sense of timing on 
ship orders, combined with a 
burden of interest payments on 
loans that were designed to enable it to 
take advantage of counter-cyclical 
movements in freight markets, forced 
the company to-ask for a rescheduling 
of its ¥290 billion debt burden in April 
1984. But a three-year reconstruction 
plan agreed with the company's three 
main banks (Daiwa, Tokai and Long- 
Term Credit Bank of Japan)-as part 
of the rescheduling process appeared 
already to have come unstuck when 
the company announced its latest re- 
sults. 

The results show a pre-tax loss (in- 
cluding extraordinary items such as 
share sales) of ¥68 billion, compared 
with the ¥30 billion loss that had been 
targeted for the year. More serious was 
Sanko's failure to come anywhere near 





meeting its original target for cutting 
down its excess tanker tonnage. The 
1984 recovery plan provided for an 
overall cut of 8 million dwt from the 21 
million dwt of shipping either owned 
or chartered at the start of the finan- 
cial year. This would have meant re- 


| ducing tonnage at an annual rate of 2.6 


million dwt. The actual amount of 
slimming achieved during the year was 
only 1.5 million dwt (before new build- 
ings). Even this involved costly charter 
cancellation arrangements with over- 
séas owners. 

Sanko's objective for the current fi- 
nancial year is to step up retrenchment 
of unwanted tonnage to 3 million dwt 
and to cut losses after special items to 
¥14 billion. In order to achieve this 
figure, or anything like it, however, the 
company apparently estimates that it 
will need an additional ¥70 billion in 
loans from its 80-6dd Japanese cred- 
itor banks + 

Negotiations with the company's 
three main banks on a new financial 
package have made extremely slow 
progress to date — in part because one 
of the three, Tokai, seems to be nearing 
the point of deciding that it would pre- 
fer to cut its losses on the relationship 
with Sanko. In this situation, the MoT 
seems to have had little choice but to 
become involved in discussing a rescue 
plan — though for the sake of appear- 
ances, anything the MoT does will be 
dressed up to look like a programme to 
help the shipping industry generally, 
rather than Sanko alone. 

MoT plans to help the industry in- 
clude a proposal to extend, for several 
years, a Scheme under which VLCC 
tankers owned by private-sector ship- 
ping companies have been rented by 
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Sanko president Akishino Yoichi. e 





the government as storage capacity for 
the government's oil stockpile. A sec- 
ond and considerably more ambitious 
plan would involve setting up a gov- 
ernment organisation to. purchase 
surplus tankers for scrapping. 

Implementation of either or both of 
these plans would bring about a radi- 
cal change in Sanko's business situa- 
tion and would almost certainly induce 
all three of the company's main banks 
to continue their assistance. However, 
each of the options involves serious 
snags. 

The oil-storage plan (which would 
save Sanko an estimated * 6-10 billion 
à year in losses on three VLCC tankers) 
is the responsibility of an affiliate of 
the Ministry of International Trade 
and Industry (Miti), not of the MoT, 
and there can be no certainty that Miti 
will feel justified in sparing money 
Irom its budget to help solve a problem 
that is basically none of its business. 
Setting up a government organisation 
to buy and scrap surplus tankers ap- 
pears even more problematic. 

that, if Japan were to start 


0 scrapping tankers on its own, 


other shipping nations would gain an 
advantage in the form of a larger share 
of the world’s remaining tanker ton- 
nage. Another problem concerns the 
huge gap between the scrap value of 
VLCC tankers and the rate at which 
many companies (including Sanko) still 
show VLCCs on their books. 
According to one industry source, a 
typical VLCC is unlikely to fetch much 
more than ¥1 billion from commercial 
scrappers whereas book values of up to 
¥10 billion are not unknown. An im- 
aginative solution to this problem 
could involve the Japanese Govern- 
ment helping China to develop its ship- 
breaking industry and then donating 
surplus tankers as form of foreign aid. 
To get a project such as this moving, 
however, would involve time-consum- 
ing negotiations between at least three 
different ministries including the 


ne issue raised by the plan is 





HOW THE FLEET GREW 


Million dwtt 


‘Total fleet as of 31 Mar. each year 

tincludes ships chartered from foreign owners and 
overseas subsidiaries of Sgnko plus those owned by 
the parent company 





budget-conscious Ministry of Finance. 
Such time may simply not be avail- 
able. 

The obstacles that stand in the way 
of a government rescue operation 
might well seem to spell the end for a 
company which-after all, has only it- 
self to blame for most of the problents 
it faces. But the formidable leverage 
Sanko enjoys through its relationship 
with Komoto could change that. 

Komoto's ability to swing goverment 
policy in ways that might help his 
former company was demonstrated in 


the late 1970s when he took the lead (as | 


Miti minister) in proposing the floating 
oil-storage plan that subsequently 
turned out to a begoldmine for Sanko's 
tanker section. His present cabinetdob 
(involving responsibility for external 
economic relations) may be less relev- 
ant to Sanko's problems than the post 
he held in the late 1970s. But this could 


be more than made up for by the fact | 


that the Minister of Transport Tokuo 


Yamashita is a Komoto-faction mem- 


ber 

Pressure from the minister's office 
on reluctant senior MoT officials to do 
something about Sanko's problems ap- 
pears to be the main reason the minis- 


try began talks in May with the com- | 


pany's three bankers on ways to rescue 
the company — 


despite opposition | 








from the MoT which deals directly | 


with shipping problems. 

If the Sanko negotiations eventually 
bear fruit in the form of a government 
plan to rescue the company while os- 


tensibly helping the rest of the indus- | 


try, Japan will have averted what 
might have been its largest post-war 
bankrupety — to say nothing of avert- 
ing difficulties with the numerous 
shipowners in Europe and Asia from 
whom Sanko charters its vessels. How- 
ever, such an outcome might leave-a 
decidedly. bitter taste behind it. A 
politically inspired rescue would seri- 
ously dent the government's proudly 


maintained record of considering the | 
problems of ailing industries on their | 


own merits. 








Komoto: political leverage. 


ENDURING 
HELMSMAN 


a ew Japanese businessmen have 

presided over the same, com- 
pany for longer — or seen it change 
more during their period of tenure 
— than Toshio Komoto at Sanke 
Steamship. Komoto became presi- 
dent of Sanko in 1937, two years 
after the company had started 
business with à single 850-dwt 
cargo ship. When, he resigned in 
1974 to become minister of inter- 
national trade and industry, 
Sartko’s fleet of VLCC oil tankers 
and bulk carriers totalled 12 mil- - 
lion dwt, though only small part of’ 
this was directly owned by the 
parent concern. Since the mid- 
1960s, the greater part of Sanko's 
fleét has been owned by overseas 
paper companies in order to avoid 
Japanese taxes and labour regula- 
tions. 

Komoto's office in the National 
Diet building claims that he has 
had no connection with Sanko's 
management since he gave up the 
presidency. He remains the com- 
pany's largest individual share- 
holder, however, with 3.3% of out- 
standing stock, Komoto's position 
as the leader of the fifth-largest 
Liberal Democratic Party faction,» 

.and as a contender for party 
leadership, made him a powerful 
force in Japanese politics from the’ 
late 1970s onwards. His political 
influence now seems to be on the. 
wane, but the Komoto, faction 
could still find itself holding the 
balance in the LDP leadership 
struggle expected to follow Prime 
Minister Yasuhiro Nakasone's re- 
tirement at the end of 1986. 

— CHARLES SMITH 








c 


BANKING 


By Robert Cottrell and Anthony Rowley in Hongkong 


he collapse of Hongkong's Overseas 

Trust Bank (OTB) on 6 June and its 
government rescue on 7 June have 
brought in their wake a “lifeboat” fora 
local Chinese bank in Hongkong, the 
prolonged suspension of shares in 
OTB's publicly quoted subsidiary, 
Hongkong Industrial and Commercial 
Bank (HICB) pending an external 
audit, and a bank run in Malaysia. 

The Hongkong and Shanghai Bank- 
ing Corp. (HSBC) and the Hongkong 
branch of the Peking-owned Bank of 
China (BoC) together announced on 17 
June a secured credit line to shore up 
the cash position of Ka Wah Bank, a 
locally incorporated institution which 
had been suffering speculative with- 
drawals. 

HSBC said the decision to extend the 
standby credit was made on a commer- 
cial basis and was a precautionary 
measure to tide Ka Wah over liquidity 
problems it might experience as a re- 
sult of rumours associating it with 
ОТВ problems. 

Hongkong Commissioner of Bank- 
ing Robert Fell told the REVIEW he was 
confident of Ka Wah's financial integ- 
rity, and that its books were audited by 





Arun for cover 


OTB's collapse sends out shockwaves that bring a shoring-up 
operation in Hongkong and problems elsewhere 





his office just a month ago. The situa- 
tion was, he said, “a genuine case of a 
liquidity problem arising out of media 
rumours." 

The collapse of OTB, Hongkong's 
fourth-largest locally incorporated 
bank (after HSBC, Hang Seng Bank 
and Bank of East Asia), generated a 
variety of unsubstantiated rumours to 
which not only Ka Wah but also Ma- 
laysia's Public Bank have fallen vic- 
tim. Branches of Public Bank suffered 
runs on 16 June triggered by rumours 
of supposed links to OTB, though a 
Hongkong Government-appointed di- 
rector of OTB told the REVIEW on 18 
June that OTB has no known equity in- 
terest in Public Bank. 

Ka Wah's 31 December 1984 balance- 
sheet showed total consolidated assets 
of HK$6.4 billion (US$820.5 million), 
shareholders' funds of HK$530.8 mil- 
lion and profits for the calendar year of 
HK$60.8 million. Ka Wah has particu- 
larly strong links with Chiu Chow 
Overseas Chinese businessmen; it was 
bought in 1974 by its present control- 
ling shareholders, the Singaporean- 
Chinese Low family. It obtained a 
stockmarket quotation in 1980 with 


The rot spreads further 


Bad-debt rumours fuel a scare among Malaysians 
following the OTB collapse in Hongkong 


By James Clad in Kuala Lumpur 


ewly appointed Bank Negara 

(central bank) governor Datuk Jaf- 
far Hussein had a rough first two 
weeks since he began his job on 1 June. 
Nervousness flowing from the Over- 
seas Trust Bank (OTB) collapse 
(Review, 20 June) continues to domi- 
nate the banking community. 

Problems at two large local banks 
have added to the general malaise: de- 
positors staged a run at various 
branches of Malaysia’s fourth-largest 
bank, Public Bank (with 30 June 1984 
assets of M$5.4 billion [US$2.2 bil- 
lion]), while the seventh-largest bank, 
Perwira Habib Bank (31 December 
1983 assets: M$1.6 billion), has sacked 
its top executives. 

Jaffar, with Finance Minister Daim 
Zainuddin solidly behind him, inter- 
vened on 17 June to reduce the stress 
on some over-extended borrowers, re- 
versing in the process a trend towards 
allowing the cost of money to find its 


market level. The REVIEW understands 
Bank Negara demanded a base-lend- 
ing rate drop from the banks of half a 
point immediately, followed by 
another half-point cut within the next 
three months. At a hastily called meet- 
ing the same day, the bankers' associa- 
tion apparently agreed to a half-point 
drop effective on 1 July. 

The mood over the preceding week 
had badly shaken confidence in the 
country's banking system, obliging the 
government to use the local media to 
assert the “soundness” of the banks 
with Daim ridiculing some of the 
rumours. One of these expected Bank 
Negara supervision (or, at the very 
least, “protected” status) for some 
troubled banks. 

Initially, speculation focused on 
Perwira Habib as the first recipient of 
this dubious and unprecedented hon- 
our. This bank, with its heavily Malay 
profile, has troubles resulting from 











C. S. Low: past links with the Changs. 





a public offer of 25% of its shares. 

No evidence has been produced 
pointing to any damage to Ka Wah 
arising from OTB's collapse. Ka Wah's 
| vulnerability to innuendo stemmed 
| rather from past business associations 
between the Low family and OTB's 
Changs. Among examples cited are 
that the Low family owns 45% of an in- 
vestment vehicle, Windmill Invest- 
ment and Finance, whose other share- 
holders include Chang family in- 
terests, and that Chang Ming Thien, 
OTB's founder, was an honorary ad- 
viser to Ka Wah directors prior to his 
death in 1982. (Windmill owns 88% of 
Brunei's United National Finance, 





loans that its own management de- 
scribed as “contravening the Banking 
Act." But there was no clarification 
about the borrowers — though market 
rumour centred on some leading per- 
sonalities, including a former director 
with links to the top political leader- 
ship and a Chinese Muslim now man- 
aging a well-known trading company. 

Acting to head off market rumours 
(INTELLIGENCE, REviEW, 20 June), 
Perwira chairman Gen. Ibrahim Ismail 
said disciplinary action had been 
taken against "senior officers" — but it 
is known that executive director Syed 
Hamdan Alhamid and officers at the 
general-manager level have lost their 
jobs. 

Perwira's difficulties centre on a 
comparatively few large non-perform- 
ing loans, rumoured to reach up to 
M$100 million in aggregate. The bank 
| has not commented on these allega- 
tions. But even with this sort of expo- 
sure on top of shareholders' funds 
totalling only M$70 million, Perwira 
has the great advantage of a cash-rich 
shareholder: Lembaga Tabung Angka- 
tan Tentera (LTAT — the Armed 
Forces Superannuation Fund). 

LTAT holds slightly more than 40% 
of Perwira. It has regular funds coming 









which reopened on 18 June after a 
week-long closure forced on it by 
liquidity problems. UNF has offered 
phased repayments to depositors. Ka 
Wah told the REVIEW that it has no loan 
exposure to the Windmill group.) 

OTB's collapse gave Hongkong's 
dozen other smaller independent local 
banks occasion to worry about the im- 
plications for their own standing in the 
credit markets. Financial Secretary 
Sir John Bremridge said on 7 June that 
one of the government's main reasons 
for taking over OTB was worry about 
the knock-on effect of outright col- 
lapse on other local institutions. 

But while inter-bank lenders and 


in via the armed forces’ monthly de- 
ductions. The bank's two other share- 
holders, Pakistan's Habib Bank (which 
holds 33.3%) and Syarikat Permoda- 
lan Kebangsaan (SPK), have less lee- 
way, with SPK thought to be highly 
geared and under-capitalised. Inject- 
ing new capital to cover Perwira's 
liabilities — particularly if non-per- 
forming segments of its portfolio cross 
over into the bad-debt provisions — 
will have obvious consequences on the 
current ownership picture. 


Fe the broad mass of small de- 
positors, more worrying rumours 
centred heavily on Public Bank. Begin- 
ning on 16 June, depositors queued 
outside the bank’s branches in Kuala 
Lumpur and some provincial cities, in- 
cluding Penang, despite assurances 
from Bank Negara and the finance 
minister. This is a rare event in Malay- 
sia. The last major run by depositors 
occurred when Malayan Banking got 
into difficulties 15 years ago. 

It is widely believed that Public 
Bank’s finance-company subsidiary, 
Public Finance, has become too ex- 
posed. In its annual report released in 
early June, the sompany revealed a 
heavy drop in earnings reflecting the 


ean 


> Hoi : 
for bue ds OTB, officials were at the 
same time cautioning that the govern- 
ment might not move so readily to meet 
any future bank default (REVIEW, 20 
June). 


P the prevailing climate of nervous 
speculation, bankers say many of Ka 
Wah's depositors began withdrawing 
HE time deposits rather than 
rolling them over. Some of its inter- 
bank lenders seem to have been 
equally jumpy. One banker with an ex- 
posure to Ka Wah said of the liquidity 
squeeze: “You should not point to any 
particular sector [of depositors| as 
being responsible. None was more to 
blame than any other.” 

Brokers, meanwhile, marked down 
the bank's share price. Its fall, from 
HK$1.43 on 6 June to HK$1.01 on 18 
June, was rivalled among banks only 
by the drop over the same period from 
HK$5.70 to HK$3.85 in the share price 
of locally incorporated Union Bank. 
(Union reported on 18 June net profits 
of HK$2.8 million for 1984, down from 
HK$38 million in 1983.) 

Speculation over Ka Wah's future 
reached such a. pitch by 13 June that 
Chase Manhattan, its principal corres- 
pondent bank and lead manager of its 
three equity issues, felt obliged to an- 
nounce that, contrary to market 
rumour, it was maintaining its credit 
lines to Ka Wah. The next day, HSBC 
denied suggestions that it was plan- 
ning to mount an outright takeover, 
purportedly in tandem with the BoC. 


recession's impact on consumer spend- 
ing. Public Finance is known to have 
aggressively chased the consumer- 
credit side of the finance market, 
financing hire purchase of cars and 
household goods. 

But what especially troubled the 
public was the decision not to release 
Public Bank's accounts at the same 
time — a decision prompted, a bank of- 
ficial told the Review, by the central 
bank's decision earlier this year to im- 
pose more stringent rules for reporting 
interest from non-performing loans 
but one which nonetheless prompted 
swiftly spreading rumours about the 
bank's liquidity. By 17 June, it is 
understood, Public Bank was attempt- 
ing to withdraw prematurely from 
some of its money-market placements 
— a move that suggested, in the words 
of a knowledgeable banker, “that the 
problems could be more than short 
term." 

The government is in a bind. Malay- 
sia's uncertain earnings prospects for 
this year provide the fundamentals 
which underpin anxiety about the 
banking system. Periodic reminders 
(notably by Jaffar's predecessor Tan 
Sri Abdul Aziz Taha) of too-high expo- 
sure to property or share-acquisition 


cnt 








Rouen, ше: truth in 
the su cooperation between 
HSBC and BoC. The two agreed to the 
joint credit line, which the Review 
understands to be a secured undated 
facility of about 1 billion Hongkong 
dollars. HSBC declined to specify the 
size of the line, the security provided 
by Ka Wah, or the proportionate com- 
mitments of the two lending banks. 
BoC's participation is unusual, but 
not unprecedented. It helped provide 
funds for Sun Hung Kai Finance (now 
Sun Hung Kai Bank) in 1978, when 
SHK suffered a run. BoC did not, how- 
ever, participate in the 1982 lifeboat 
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which HSBC and Standard Chartered 


Bank provided for “sound but illiquid” 
deposit-taking institutions hurt by a 
rash of defaults in Hongkong's fringe- — 
banking sector. 

Some analysts say BoC is now show- - 
ing its willingness to assume a broader - 
role in Hongkong's banking system, as 5 


the territory moves towards Chinese ` 


sovereignty in 1997. On 18 June, Lam. 
Kwong-sui, general manager of the 
BoC's Hongkong/Macau regional of- 
fice, said that the BoC's Hongkong 
branch was willing to assist, within its 
ability, “prudently managed and fi- 
nancially sound" local banks suffering 
temporary liquidity problems 

(Another Peking-owned corpora- 
tion, China Merchants Steam Naviga- 
tion, bought 25% of the Chiu family's 
privately owned Far East Bank in à 
deal announced on 4 June. The vendors 
included HSBC, which sold its 10% 
stake.) 

BoC may feel a particular obligation 


lending come on top of the long-stand- 
ing pall cast by the largest commercial 
bank's (Bank Bumiputra) loans fiasco 
in Hongkong. 

Meanwhile, Bank Negara's presence 
in the money market has grown ap- 
preciably since the OTB collapse. 
central bank is intervening through à 
wider range of intermediaries. 

Moreover, the central-bank inter- 
vention has happened at market, not at 
preferential, rates. Interestingly, Pub- 
lic Bank has been one of the larger 
money-market lenders in recent 
months, used periodically by Bank 
Negara for intervention purposes in- 
creasingly over the past 18 months — 
as well as traditional Bank Negara go- 
betweens such as Bank Bumiputra and 
Malayan Banking. 

Jaffar insisted all is well for the 
banks' fundamental soundness as well 
as their ability to raise cash: “As a re- 
sult of measures taken by [Bank Neg- 
ara] to improve capital, to limit lend- 
ing to single customers and to improve 
professionalism in the industry," he 
said on 15 June, “the banking system 
has emerged more resilient . . . the cap- 
ital-adequacy ratio of domestic banks 
was 7.1% as at the end of April 1985 — 
compared to 4.5% at the end of 1981." 
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- P.F.C. strongly recommends the 
JF American Growth Trust and 
the JF International Trust. 


‘he Managers of the JF American To complement this exposure to 
Growth Trust believe that 1985 the US market, PFC. recommends 
I see a strong performance investment in the JF Inter- 
national Trust which is a broad 
based equity fund giving a global 
portfolio of international equities. 
The Managers are free to move 
the assets of the Trust to markets 
y | offering the best investment 
КА out opportunities, based on both 

М. ` | equity market conditions and 
After eighteen months of currency considerations. 
underperformance, smaller Minimum investment — JF 


grówthicompanies have American Growth Trust a 
pprox. 
gain N US$800 Minimum: Investment — 


















wth Trust during 1985 will 
nable investors to benefit from 
he strong US dollar, moderate 


American JF International Trust approx. 
investors US$650 

because they ` vt 

are now de- While we believe investment in 
livering the these Trusts could be very 
earnings rewarding the price of the units 


growth which in the Trusts may go down as 
was anticipated. well as up. 


For further details please mail the coupon below. 


iMr. V. Chan or Mr. D.T. Wilkie 
Personal Financial Consultants Ltd., 
1301 World Trade Centre, 
“Causeway Bay, Hong Kong 
el:.5-7908448 


Please send details of the JF American Growth Trust & JF international Trust. 


Name: Address: 
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Tokyo sicknowlsdges that | 
banking freedoms 
could bring failures 






















By Richard Hanson in Tokyo | ` 
he quickening. pace of financial- 
market liberalisation in Japan has 

prompted a high-powered advisory 

committee to the Ministry of Finance 

(MoF) to propose tighter guidelines for 

banks and stronger safeguards to pro- 

tect against what has been the un- 

thinkablé in stable post-World War II 

Japan: a bank collapse, | 

The recommendations include a pru- 
dential increase in bank capital, more 
rigid bank examination and disclosure 
and à beefing-up of Japan's in- 
adequate deposit-insurance system. 
The committee created a stir by 
suggesting the anti-trust law should be 
applied more flexibly to allow banks to 
take over other banks which face a 
“management crisis,” a practice virtu- 
ally ruled out by legal restrictions on 
bank ownership of other corporations. 

MoF's Committee on Financial Sys- 
tem Research worked nine months to 
piece together the report, rather ob- 
liquely titled Creating an Environment 
for Further Progress in Financial De- 
regulation. The report was actually 
written within MoF's Banking Bureau, 
where regulators are watching the po- 
tential impact of market deregulation 
and internationalisation with a fair 
degree of trepidation. 

"It seems likely that domestic and 
overseas factors promoting financial 
liberalisation in Japan in the period 
ahead will be. further strengthened,” 
the report comments. It accepts that 
liberalisation will contribute to a more 
efficient. distribution of funds, and 
better financial services. But while 
МОЕ takes a basically positive view of 
Japan's international role in opening 
up markets, it is adamant in setting the 
rules. "There is no single course for fi- 
nancial liberalisation," the report 
states. "In choosing the best course it is 
important to make optimum use of the 
existing financial system and prac- 
tices,” 

The report warns that “since finan- 
cial liberalisation will intensify the 
severity of management conditions, 
there is an increased possibility of mis- 
management of individual financial 
institutions leading to failures." Hav- 
ing said that, the report broke new 
ground by recommending — for the 
first time in an official document — 
that the highly sensitive issue of 
liberalising interest rates on small-de- 
nomination deposits be taken Е К 
degree of sensitivi | 
‘the differences in 
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port into English. An early summary 
said it is "necessary to expedite the 
study" of liberalising small deposits, 
while a later, longer draft says "it is 
advisable that this issue be examined 
well in advance.") 

Deregulation of large-scale deposits 
already has advanced with the recent 
introduction of easier terms for negoti- 
able certificates of deposit and a new 
money market certificate. That al- 
ready has increased the cost of funds 
for banks. The problem of liberalising 
small-deposit interest rates raises the 
cost factor even higher. 

It also brings commercial banks into 
direct confrontation with Japan's 
gigantic postal savings system, which 
operates beyond the jurisdiction of 
MoF. Bankers argue that the postal 
savings system could compete for de- 
posits without regard to the cost fac- 
tors which ordinary banks must live 
with. 

The report touched gingerly on the 
question of lowering the barriers 
within the banking system which sepa- 
rate long-term and short-term financ- 
ing. Judging from the cautious lan- 
guage employed by MoF officials, it 
appears unlikely that the three power- 
ful long-term credit banks will give 
ground lightly to the interests of the 
city banks and other regional banks. 


eaction to the report was mixed. 
Some bankers believe that MoF's 
stance on deregulation errs too much 
on the side of regulation, and too little 
on letting banks get on with their own 
affairs. Others see the thrust of the re- 
port as a “natural flow" from efforts to 
liberalise the market. MoF sees its duty 
as making sure that banks, which grew 
up in a tightly controlled environment, 
can make the transition into choppy 
deregulated waters. “We must make 
sure they don't sink," says Teruki 
Uchida, director of the Banking 
Bureau's research department. 
The question of survival is in fact 
taken seriously among Japanese bank- 
ers, and serves as an unstated theme 








for the report. Senior bankers believe 
that the deregulation crunch will be 
felt most sharply by the small city and 
regional. banksi- The scenario for a 
bank failure‘has become all too realis- 
tic for a banking;system that boasts a 
clean record of bank safety since the 
end of World War.Il. 

During the erà of high economic 
growth, all of the 13 city banks and the 
biggest of the regional banks could 
compete more or less equally virtually 
on all fronts. The problem, until the 
first oil crisis, had been the availability 
of financing. MoF allowed banks to in- 
crease their deposits and loans far 
beyond what the level of the bank's 
owned capital would allow. The 1954 
Banking Act set a 10% ratio of owned 
capital to deposits; the average among 
city banks is 3.4%, 

In the past, MoF did not worry too 
much about capital ratios for two 
reasons. First, with fixed deposit rates, 
banks were virtually guaranteed a pro- 
fitable spread on loans, also pegged to 
a fixed prime rate. Secondly, the 
largest of the banks are endowed with 
huge amounts of "hidden" assets in the 
form of securities held on the books at 
historic rather than current value 

Even before deregulation took hold, 
most banks were being faced with 
tougher conditions. In recent years, 
negative spreads between borrowing 
and lending have become the normal 
state of affairs. Increasingly, banks de- 
pend on such profit centres as interna- 
tional securities business. Their best 
customers among Japanese corpora- 
tions prefer to raise money in interna- 
tional capital markets. “Any company 
that prefers a bank loan is by defini- 
tion a lousy customer," said one bank- 
er. Making matters worse, competition 
among banks guarantees that high- 
risk loans don't bring in a high return. 

Paradoxically, it is the smaller of the 
biggest banks which are likely to feel 
the heat from deregulation first. The 
smallest mutual banks are likely to be 
able to carve out niches with local cus- 
tomers. The big five city banks (Dai- 


| that is still less than half th« 





Ichi Kangyo, Fuji, Sumitomo, Mit- 
subishi, Sanwa and Mitsui) are strong 
enough to survive the transition 

But finding a niche for the next rung 
of big banks will be tougher. The 
biggest city banks encroach further on 
their customers by offering better loan 
and deposit rates. Coping with market 
rates requires expensive upgrading of 
computer systems. The smaller city 
banks also have been slower to expand 
in overseas markets with securities 
subsidiaries. They are also less able to 
cope with inroads made by securities 
houses and near-banks 


M oF's cautious concern for stability 
and confidence in the financial 
system can be seen in the specific pro- 
posals set out in the committee report: 
» Using administrative guidelines, 
MoF is keen to increase the use of fi- 
nancial ratios. It is already following 
the Bank of England's lead in prepar- 
ing a risk asset ratio for external off- 
balance-sheet securities type transac- 
tions. It wants banks to increase owned 
capital and wants a review of the exist- 
ing formula for capital ratio based on 
deposits. It sees the need to take into 
account the difference between cur- 
rent and book values of "hidden" secu- 
rities assets. The activities of overseas 
subsidiaries will be scrutinised 

» MoF wants to expand the examina- 
tion system for banks and other finan- 
cial institutions. Uniform standards on 
disclosure should be established 

» Mergers and business tie-up may be 
an effective means of strengthening 
the management base of a bank, the re- 
port says. But unlike mergers, acquisi- 
tion of a bank or participation in man- 


agement could be employed only *in 
the face of a management crisis." MoF 
officials are still reluctant to tread too 
heavily on anti-trust territory, which 


limits a bank to holding no more than 
5% of another company 

One of MoF's main goals is to 
strengthen the ability of the system to 
withstand the shock of an actual bank 
failure. To do so, MoF wants the 
Japan's Deposit Insurance Corp. (DIC) 
to have better access to central bank 
funding, and to increase the insurance 
premium that banks must pay by 5096 
from 0.008% to 0.012%. It also wants 
the DIC to assume additional duties 
And it is proposing that the insuranee 
limit on individual deposits be raised 
from an unrealistically low ¥3 million 
(US$12,092) to ¥10 million. But even 
upper 
limit insured by the US Federal Depo- 
sit Insurance Corp 

The ordinary Japanese depositor 


probably does not realise this, but 


| theoretically his money would be safer 
| in an account with an American bank 


branch in Tokyo than with the friendly 
Japanese bank around the corner. If 
the US bank collapses, up to 
US$100,000 of his deposit would be in- 
sured; only US$12,000 would be co- 
vered if Fuji Bank went belly up п 


































- 


hailand's celebrated pyramid-fund 
operator, Chamoy Thipyaso, better 
nown as Mae Chamoy, has finally 
— surfaced after three months in hiding. 

— But there are serious doubts she will be 
` able to fully settle debts to thousands of: 
er anxious yet loyal clients. Chamoy's 
ppearance at a rousing public meet- 
ng on 7 June marked a formal end to 
he shadowy, décade-old money pool. 
he has reportedly told investigators 
—she will begin paying back selected 

с istomers on a systematic basis from 1 

ү, у.. 

Dressed elegantly and wearing her 

quitous dark glasses, Chamoy 
"caused some disquiet among an audi- 
З ence of more than 2,000 at the Royal 
i Air Force (RTAF) sports au- 
ditorium when she said she was only in 
osition to hand over part of what she 
wed. Sources close to the investiga- 
tion said they understood Chamoy 


had about Baht 100 million (US$3.7 


— їп cashier's cheques when she van- 
— ished from her plush residence near 
| ВТАЕ headquarters in late Feb- 


The most commonly quoted figure 

` for her outstanding debts is Baht 2 bil- 

. lion X one investigator told the 

; "I'm not sure how much of the 

ase ee she will be returning, 

jut I don’t expect it to be the total 
amount, For the past three months she 

__ has been unable to do anything . . . she 

could not invest in any business and 

i she could not pay interest to her cus- 

_ tomers.” Chamoy also owes the Re- 

nue Department Baht 41.6 million in 

sed business tax, with a 1% 

: nthly interest penalty from 31 May. 

— The 7 June meeting was clearly well- 

- orchestrated and gave a broad hint of 

"the extent of military investment in her 

operation. Escorted by about 50 armed 
security guards in RTAF and army uni- 

. forms, she spoke publicly for less than 

- half an hour and then was swiftly 

- whisked away. The security was or- 

‘dered by Supreme Commander and 

_ ‘army commander Gen. Arthit Kam- 

- lang-ek, whom she had met the previ- 

- ous day after her meeting with RTAF 

commander Air Chief Marshal Pra- 

| phan Dhupatemiya. 

E Although Chamoy claimed she vol- 
untarily emerged to settle her debts, 
there was little doubt it was done on 

_ the advice of air force officers who had 

_ been in touch with her since her disap- 
‘pearance. Although her money pool in 
recent years had expanded to include 
*civil servants, wives of senior politi- 


E "Thai chit-fund queen Mae Chamoy comes out of hiding 
with a promise to repay at least some of what she owes 





Е By John McBeth and Paisal Sricharatchanya in Bangkok 


cians, Thai Airways pilots, business- 
men and university professors, it is be- 
lieved about 70% of her clients were 
RTAF personnel — including one 
senior officer, acting for a pool of simi- 
larly uniformed customers, who stands 
to lose Baht 81 million. 

It appears that, basically, only 
Bangkok-based servicemen, who make 
up about 40% of the 43,000-strong 
RTAF, were involved in the scheme. 
But that involvement was heavy and 
encompassed officers in all depart- 
ments of air force headquarters — in- 
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Chamoy: loyalty from clients. 


telligence, operations and administra- 
tion — and at levels up to air vice- 
marshal and perhaps higher, 





ho actually protected Chamoy 

during the past three months is 
still a mystery, but investigators have 
told the REVIEW that she spent the time 
at an air force housing estate near Don 
Muang airport and also at an airbase in 
Lopburi, a major garrison town 60 
miles north of Bangkok. Most sources 
agree it was probably during this 
period that she paid back her more in- 
fluential depositors. 

Although a number of senior officers 
at least must have known of her where- 
abouts, the air force established an in- 
vestigative task force to find her and 
launch an inquiry into the fund itself. 
Well-placed sources say relatives of 
Chamoy were picked up for question- 
ing, in some cases off the street, and 


deed Thai TR air hostesses 








agen, 





to determine if they had seen her among 
Europe-bound passengers. 

Chamoy’s promise to return at least 
part of her clients’ investments in ef- 
fect ended a long period of nail-biting. 
Government authorities, in particular, 
have good reason to heave a sigh of re- 
lief. Fearing that a proliferation of the 
high-yielding money games would not 
only divert much-needed funds from 
the official financial system but also 
hurt investors, the government last 
September enforced an emergency de- 
cree to ban such businesses (REVIEW, 20 
Sept. '84) The decree (which was 
enacted into law in May, with retroac- 
tive effect) carries strong penalties of 
fines and imprisonment. 

But implementation was problema- 
tic from the start. Strict enforcement 
would have led to the sudden demise of 
the money pools which, in turn, would 
have hurt many relatively poor peo- 
ple who joined the bandwagon in the 
later stages (REVIEW, 25 Apr.). Given 
Chamoy’s military connections and the 
potential plight of investors, there was 
serious concern at the time, reinforced 
by a spate of coup rumours, that her 

-collapse would trigger political reper- 
cussions. 

So the authorities were forced to 
adopt a more lenient attitude. On TV in 
April, police and central bank offi- 
cials openly appealed to Chamoy to 
negotiate a settlement with her clients, 
with promises that she would not be 
arrested if she came out of hiding. Al- 
though 10 clients have sought police 
advice, no charges have been filed 
against her, Investigators believe one 
reason for reluctance to take legal re- 
course is that Chamoy's customers are 
worried about inviting the attention of 
the Revenue Department. But it is also 
clear that Chamoy has earned much 
loyalty from her long-established 
clients, some of whom she had en- 
riched beyond their wildest dreams. 

The greed that developed, however, 
clearly affected their judgment, and 
when the chit fund became a national 
issue last year many investors stayed in 
and there was even talk that the gov- 
ernment would fall before Chamoy. 
Today, RTAF officers — some of whom 
mortgaged their homes to find the 
money to invest — put the blame 
squarely on the government and not on 
Chamoy or the senior officers who per- 
suaded them to join the fund in the first 
place. 

"Why get out of something which 
hasn't missed an interest payment in 
10 years?" asked one source. "The feel- 
ing in the air force was that if the gov- 
ernment had backed off, they could 
have got their money out. What they 
didn't seem to realise was that they 
were dealing with a pyramid." Nor, it 
seems, have they understood the politi- 
cal changes that have taken place in 
the past five years. 
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WHY THE OWNER 
OF A PATEK PHILIPPE HAS MORE 
THAN JUST 
MONEY’S WORTH. 


Nautilus. 















A Patek Philippe is the costliest watch to make. But for 


its owner, the real value goes beyond the question of money 
The Nautilus model illustrat ed here requires, on average, nine 
months to manufacture. It is therefore not surprising that this out 
standing addition to the Patek Philippe range is limited to a few hun 
dred pieces only, each year. 
'atient hands of master watchmakers finish each part of the move 
ment to near perfection. Every w heel, pinion, pivot and minute screw 
is individually crafted to a hundredth of a millimetre 
In the men’s Nautilus a solid 18 ct. gold rotor ensures maximum 
winding efficiency. 

In the ladies’ Nauti- lus, slimness and practicability are ensured by a 
quartz movement. De- signed and crafted in Patek Philippe’s own ate 
liers, this elec- tronic marvel matches the quality criteria as 
stipulated for our mechanical timepieces. 

The two-piece case incorporates a water-resistant sealing system which 
completely protects the men’s Nautilus to a depth of 120 m (396 ft) and the 
ladies’ models to a depth of 60 m (198 ft). 

Each link of the Nautilus bracelet is hand crafted; polished or satin-finish 
ed, and then individually assembled. In reality,it isonly by being hand-finished 
that a timepiece can be turned into a masterpiece. 

If you are aiming for perfection you need patience. Perseverance also 


and perhaps a streak of stubbornness — are often needed to achieve the best 





things in life. 
Queen Victoria, Charles Lindbergh, Richard Wagner, Franklin D. 
Roosevelt ... and many other famous people have worn a Patek Philippe 
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Many more are wearing one right now. 
All of them for more than just money's worth. 





Write for catalogue to 


Patek Philippe S.A., 41, rue du Rhóne, CH-1211 Geneva 3 FOR MASTERS OF THEIR TIME. 
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уои have a drawer full 
por coins 5 fom different 


retia уои aan pack а suitcase 
= ten minutes. 


Then, frequent traveller, yo 
deserve the special pose 
of The Bouvard Hotel, 


0 ye The Boulevard Hotel Singapore responds to the needs 
ж e of the frequent traveller. If work brings you to Singapore, 
consider our Business Class. Rooms with king-size beds, 
office-size desks and breakfast on the house. A lounge with 
complimentary drinks at cocktail time and private phone 
booths for your confidential calls., There's a girl-Friday to 
handle secretarial essentials. Word processors for perfect 
typing. We can even give you a complete private office. 





If it’s pure pleasure, we are right by Orchard Road, yet 
you can look on to the lush green slopes across Orchard 
Boulevard, Everything about our hotel has a brisk young 

air, from the stunning modern art of our atrium to the crisp 
styling of our rooms. Friendliness and efficiency denote our 
service. After all, a frequent traveller demands no less. 


BOULEVARD HOTEL 


SING 
AFFORDABLE | LUXURY 


200, Orchard Boulevard, Singapore 1024. Telex: RS 21771 BOUTEL. Cable: BOUTEL 
GOODWOOD GROUP SINGAPORE — GOODWOOD PARK * BOULEVARD HOTEL SINGAPORE © YORK HOTEL * LADYHILL HOTEL 


ча? 
Reservations Worldwide: KLM v Golden Tulip Hotels. Utell International. Supranational 
Australia, Japan and USA: Southern Pacific Hotel Corporation. Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. Your travel agent or airline 
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NIKON'S THE ONE 


The most famous name in cameras. Out in space, or out in the 
garden. Nikon's the one. 

And for fully automatic snapshots, the Nikon L35AF is the one 
Everything is automatic. So all you do is point and shoot. Pop-up 
flash, film advance, and more — all are fully automatic. 

Next trip take along your Nikon. So no rnatter 
how far you're going, you'll have 


some down-to-earth pictures to " & 35 [AH 
show your friends. Nikon 


No one takes care of all your photographic needs like Nikon. 


Nikon) 


NIPPON KOGAKU K.K. Fuii Bida.. 2-3 Marunouchi 3-chome Chivada- ki Takun 1 
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If you're big in the business 
efficiency business, sooner or later 
you'll be taking orders from 
the readers of The Review. 

Because in Asia over 
half the people 
involved in the 
purchase of all 
office eguipment 
and computer products 
regularly read me Review. 

When you consider that a full 
9676 of our audience is in business, 
government, and the professions, that six 
in every ten in business are on the board, and 
that nine out of ten. in government are senior officials, 
you'll realise The Review is О singularly proficient medium. 

That's why more than three dozen of the biggest names in office 
СЕЙ -" productivity are profiting from a place 
ВАО ONY OUr Pages. 


| RENIEN : If you want your advertising to go straight 
тт REESE 














to the top, talk through The Review. 
We've got friends in all the right places. 
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‘COMPANY PROFILE 


For king, country and profit 


By Paisal Sricharatchanya in Bangkok 


M: cement producers in Asia are 
suffering from the region-wide 
slump in the construction industry. 
But Siam Cement Co. (SCC) — Asean's 
biggest cement-maker and flagship of 
the largest construction-materials 
conglomerate in Southeast Asia — is 
doing remarkably well. Publicly listed 
and wholly Thai-managed, the com- 
pany has been producing handsome 
profits in recent years and its shares 
have become increasingly popular on 
the Bangkok stockmarket. 

Its exceptional performance — 
after-tax profits jumped to Baht 777 
million (US$33.8 million at then ex- 
change rates) in 1984 from a low of 
Baht 94.8 million in 1981 — has not 
been by chance. The resilience of a gen- 
erally strong Thai economy over the 
past two decades provided the locomo- 
tive for steady growth (with ups and 
downs) in the construction industry. 
But perhaps more importantly, SCC's 
success owes much to its efficient and 
far-sighted management, which cor- 
rectly gauged market trends and con- 
stantly improved on manpower, tech- 
nology and production costs. 

The current period of financial well- 
being, for SCC and the two other local 
producers (Siam City and Jalap- 
rathan), contrasts with industry-wide 
depression in the mid- and late 1970s 
when cement was subject to rigid gov- 
ernment price control. In the face of 
rising demand but stagnant produc- 
tion, Thailand for the first time had to 
import about Baht 3 billion worth of 
cement during 1977-80. 

Reflecting its preparedness to move 
against short-term economic consider- 
ations for longer-term gains, SCC em- 
barked on a 1.6 million-tonne expan- 
sion amid price regulation. When the 
new capacity came on stream in 1981, 
the Thai construction industry was at 
its nadir: the result of a liquidity 
squeeze, government expenditure cut- 
backs and oversupply of shophouses 
and homes from an earlier boom 

But price controls were lifted early 
the following year and the expansion 
gradually paid off. SCC's 5.7 million- 
tonne capacity now accounts for 
roughly 60% of Thailand's total and 
ranks it slightly above the next-largest 
Asean producer, Indonesian entre- 
preneur Liem Sioe Liong's Indocement 
group. In 1984, production was near 
optimum, with sales of 5.4 million ton- 
nes. That generated record profits. 

Diversification into cheaper energy 
sources since the 1979 oil crisis — not- 
ably domestic gas and lignite and im- 
ported coal — was another important 
decision of a company trying to stay 
ahead of its competitors. SCC became 
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the first and only private-sector gas 
user in 1983 and now consumes about 
35 million ft*/day. With lower energy 
costs and boosted output, it is now the 
most cost-effective producer in Thai- 
land and possibly Southeast Asia. 


iven industry forecasts that ce- 
ment demand will outstrip the 
country's current 9.5 million- tonnes 
capacity by 1987 — as a result of de- 
mand from planned industrial projects 
on the eastern seacoast and continuing 
(if slower) growth of the construction 
sector — the company is launching 
another major expansion phase. 
The first of SCC's three new projects 
(two are at Kaeng Khoi. north of 


1983 | 1982 | 1981 





Bangkok, and one at Thung Song im 
southern Thailand) will come on 
stream in 1987. When all three projects 
are operational in 1989, SCC's capa- 
city will nearly double to 10 
million tonnes. The com- 
bined investment involved is 
Baht 9.2 billion (US$340 
million at current exchange 
rates) 

The company has indeed 
come a long way since its 
inception 72 years ago, 
Through a combination of its 
early start (the two other 
producers entered the scene 
much later), a well-estab- 


tion network and a product 
range known for reliability, 
SCC has retained its No.1 po- 
sition in cement and related 
materials. It is likely to keep 
that position 

But perhaps more signifi- 
cant to longer-term growth 
is the company's extensive 
diversification over the past 
decade, into industries with 
some linkage to construction 
materials. 

Today, the eight wholly 
owned subsidiaries and a 
dozen affiliates under direet 
management of the Siam Ce- 





1980 ment Group also command 
sizable market shares in 
machinery and diesel en- 


gines, pulp and paper and 
general trading. These areon 
top of stakes in a variety of 
industries such as tyres, sani- 
taryware and batteries. In 
1984 the group entered three 
joint ventures to. prospect 
for, and eventually develop, 
potash, antimony and gold. 
It is also poised to undertake 
a major downstream petro- 
chemicals project 

Group activities have thus evolved 
dynamically, but one crucial aspect re- 
mains unchanged. The company was 
set up in 1913 by King Rama VI, an 
enterprising and forward-looking 
monarch who, apparently intending to 
teach his subjects how to run a public 
corporation, decreed that the royal 
treasury should hold only one-third of 
the shares. That level has since been 
maintained, and in fact raised margi- 
nally as it bought into all new share is- 
sues. Today, the Crown Property 
Bureau (CPB, a royal agency) is the 
largest shareholder (in SCC, the parent 
company), with 37.44%. 

That explains why SCC's 13-man 
board has for long been chaired bv 


lished nationwide distribu- _ 
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СРВ director Роопрегт 
Krairiksh. The head of the 
king’s privy council and one- 
time prime minister Sanya 
Dharmasakti is vice-chair- 
man. 

To outsiders, these royal 
connections might appear to 
provide immense political 
clout. But at a company that 
strictly adheres to corporate 
ethics, political manoeuvring 
is something that is con- 
sciously avoided. The long 
period of price controls, dur- 
ing which SCC negotiated 
unsuccessfully with several 
revolving-door governments, 
is testimony to this. 

But the royal link does put 
SCC in a unique position 
compared to other large cor- 
porations here that аге 
mostly Sino-Thai groups, 
multinationals, or Thai-Ja- 
panese joint ventures. It has 
bred a strong sense of social 
responsibility. 


nc from its reputation as 
a heavy investor in man- 
power and technology, the 
company has won wide- | 
spread recognition for 





oncrete products; Paron; Amaret: model corporate citizen. 








oligopoly. It doesn't mono- 
polise; but it's clear most 
Of its diversifications zare 
in areas having few competi- 
Lors. ... 3 і 
In a Western management 
context there are few com- 
panies here that can mateh 
the group's professionalism. 
Aside from constant plant 
modernisation. апа techno- 
logical improvement (SCC's 
regional marketing netwark 
is now computerised), it has 
invested heavily in man- 
power development. For. the 
past several years, faculties 
from prestigious American 
universities — such as Ber- 
keley, Northwestern запа 
Wharton — are “imported? to 
provide management training. 
But executives claim most 
of the recent acquisitions 
were more by chance than the 
result of strategic planning. 
“We have a typically Phai 
character. All board members 
are Thai and we Thais don't 
like excessive discipline. It 
wouldn't work if we were to 
operate strictly on the Ameri- 
can or Japanese model. Hence 
[acquisitions] were part of an 








ploughing back part of its 
profits into social betterment. These 
include community schools near ce- 
ment plants, bus shelters in Bangkok 
and an active but little publicised pro- 
gramme in support of defence along 
the Thai-Cambodian border. 
Company executives are proud of 
these traits. Said one: “We are not a 
strictly commercial operation. Our 
own history and tradition make us dif- 
ferent from others. In a business envi- 
ronment where tax evasion and brib- 





hailand's supply/demand equa- 

tion for cement is just about in 
balance for this year and next. Cur- 
rent combined capacity is 9.4 million 
tonnes; this should rise to 9.5 million 
tonnes next year. Projected demand 
of 8.9 and 9.4 million tonnes for 1985 
and 1986, respectively, means op- 
timum production for the three pro- 
ducers. But with two major expan- 
sion projects now under way — by 
Siam Cement (SCC) and Siam City 
Cement (Nos 1 and 2 among the top 
three) — there will be a glut starting 
from 1987. 

SCC's current 5.7 million-tonne 
capacity will rise by 1.6 million ton- 
nes when its first-phase expansion 
becomes operational in 1987. Its sec- 
ond and third phases of expansion 
will add a further 2.7 million tonnes 
by 1989. Meanwhile, parts of Siam 
City Cement's 1.75 million-tonne ex- 
pansion of its current 2.8 million- 











ery are common features, we are one of 
the few to strictly adhere to the law. 
We would like to be seen as Thailand's 
model corporate citizen,” 

However, a spate of acquisitions 
over the past five years has earned the 
group the unenviable reputation of 
being among the country's most active 
corporate raiders. While admiring the 
group's success, a senior banker com- 
mented: "Siam Cement resembles a 


vulture capitalist group, prone to 





| the company's social goals 


evolution process. Oppor- 
tunities presented themselves to us and 
we tended to wait until things fell into 
proper places," said Amaret Sila-On, 
one of SCC's three senior vice-presi- 
dents in charge of corporate services. 
Siam Cement's position as Thai- 
land's leading industrial-management 
expert is no secret; so it constitutes a 
last resort for troubled concerns seek- 
ing technical and financial help. On 
one hand, buying them: partly fulfils 
they 






WHEN THREE IS A CROWD 


tonne capacity will also begin hitting 
the market in mid-1987. The third 
producer, Jalaprathan Cement, has 
an annual capacity of about 0.9 mil- 
lion tonnes. It has considered ex- 
panding, but because of the other two 
firms' expansion, and its own dif- 
ficulties in getting finance, these 
plans are unlikely to go ahead. 

Based on earlier projections of an 
8% annual increase in cement de- 
mand (taking into account require- 
ments by planned large-scale indus- 
trial projects on the eastern seacoast 
and overall growth in the construc- 
tion sector), the National Cement In- 
dustry Club had forecast a supply 
surplus of 1.5 and 2 million tonnes in 
1987 and 1988, respectively, falling to 
1.1 million tonnes in 1989. 

However, a less-than-favourable 
economic outlook for the rest of this 
year and 1986 — the result of the 
combined impact of the November 


1984 baht devaluation, the recent'tax 
increases and the 1986 zero-básed 
national budget — has prompted in- 
dustry planners to revise their earlier 
estimates. It now appears that; the 
glut will be larger than expect- 
ed. ! 
The obvious solution is to dispose 
of the surplus in overseas markets, 
but exporting promises to be a tough 
proposition. Thailand's cement in- 
dustry traditionally has concentrated 
on the domestic market and does not 
have the infrastructure needed for ef- 
ficient exports — such as port and 
cargo-handling facilities. Perhaps a 
more serious barrier is the fact that 
Thai manufacturers cannot compete 
against other major Asian producers 
such as Taiwan and South Koren. Be- 
cause of their larger production 
scales and cheaper electricity, these 
countries can offer lower unit costs. 
The result is likely to be reduced pro- 








fitability for the Thais. ; 
7:PAISAL SRICHARATCHANYA 






























might otherwise collapse. 
But the acquired businesses 
also broaden the group's in- 
dustrial base and prepare it 
for bigger things. 

The first major diversifica- 
tion move was in 1975 when 
the group took over manage- 
ment of Siam Kraft Co. under 
a long-term contract. A large 
industrial concern and then 
the only kraft-paper pro- 
ducer, the firm was insolvent 
at the time, with Baht 1 bil- 
lion in debt and Baht 234 mil- 
lion in accumulated losses. 
SCC originally was a minor- 
ity shareholder and was not 
involved in management. 
After the management take- 
over in 1975 the shareholding 
was increased and, alongside 
a 20% stake held by CPB, the 
group now has a controlling 
interest. 





ae factors contribut- 
ed to the decision to res- 
cue Siam Kraft. Most of the 
credit went to Boonma 
Wongsawan, previously a 
senior Finance Ministry offi- 
cial and SCC president at the 
time, who apparently was 
concerned about the econo- 
mic and social impact of the firm's col- 
lapse. As major creditors comprised 
three large Thai banks (plus the US 
Eximbank), it was feared the banking 
system could be shaken. The families 
of Siam Kraft’s 800 workers would be 
hurt, while SCC's own investment 
would be at stake. 

Although it is still losing money, 
Siam Kraft's financial position has 
since gradually improved. In the re- 
habilitation process, SCC has built up 








he stock of Siam Cement Co. (SCC) 

is among the most popularly 
traded blue-chips on the Bangkok 
stockmarket. Of the company's 12 
million paid-up shares (of Baht 100 
[US$3.8] par value), some 5.6 million 
were traded last year for a volume of 
nearly Baht 2.5 billion. It became the 
market's most active stock, account- 
ing for 23.3% of total 1984 turnover. 

SCC is the only publicly quoted 
vehicle of a group that comprises a 
string of more than 20 subsidiaries 
and affiliates. Aside from fundamen- 
tally strong interest among local in- 
vestors, increased interest from 
foreign fund managers, particularly 
over the past year, contributed to the 
activity. 

Early in 1984, the International Fi- 
nance Corp. (IFC, the World Bank's 
investment arm), was the only foreign 
entity among SCC's five largest 
shareholders, ranking fourth with 





: SCC diversification. 


now has large market shares 


in —'pulp and paper, diesel 
engines for farm equipments, 
ceramics and heavy-equip- 
ment distribution. The diver- 
sification spree w: 'unded 
off in 1984 with the takeover 
of a troubled battery pro- 
ducer Associated Battery 
Manufacturers, a sanitary- 
ware compal \rmitage 
Shanks, and a plywood pro- 
ducer, Thai Wanapl 
Because the vent s it ac- 
quired wer: money 
and its subsidiaries needed 
„ Varying periods ҹн Start- 
> up to turn profitable, af 
3 filiated firms as a group were, 
3 until 1983, a dr iin on the par- 














THE BLUEST CHIP 


a solid pulp-and-paper manufacturing 
base through a string of new sub- 
sidiaries and joint ventures. The latest 


is a joint venture with the Yuen Foong | 


Yu Paper of Taiwan, which late last 
year began producing high-quality 
printing, writing and computer print- 
out paper for the local market. 

So from its traditional base in ce- 
ment, asbestos cement products, con- 
crete products and iron and steel, 
the group has diversified into — and 





2.6%. As of April this year, T. C. 
Coombes, a Hongkong-based British 
brokerage firm, emerged. as second- 
largest (with 6%), while GT Manage- 
ment (Asia), another - Hongkong- 
based manager, ranked fourth with 
2.6%. IFC had dropped to fifth with 
2.08%. T. C. Coombes’ entry is being 
watched closely by market-makers. 

The level of foreign shareholding in 
SCC currently is below 20%; the leg- 
ally stipulated ceiling is 25?5; 5o there 
is room for more foreign. participa- 
tion. : 

Of Thailand's three cement. pro- 
ducers, all of which are publicly 
listed, SCC's performance has: been 
the most impressive. Its 9.3995 di- 
vidend yield — on the back of a re- 
cord Baht 60-a-share dividend for 
1984 — compares favourably with 
5.98% for Siam City Cement ‘and 
7.04% for Jalaprathan (in the:period 
o£20-24 Мау). —PAISALSRICHARATCHANYA 































8 ent. SCC showed after-tax 
` profits of Baht 359.6 million, 
| Baht 94.8 million id Baht 
456.2 million for 1980, 1981 
and 1982 respectively, But 
consolidated group net pros 
fits were cut to Baht 3069 
million, Baht 50.2 million. 
and Baht 397 milli spec- 

tively 
The trend was broken in 
1983, when the Baht 764 mil- 
lion consolidated up net 
income surpassed S( Baht 
550.8 million. This indicated 
a turnaround at many of the affiliates 
hanks to near-capacity production 
for SCC and most other units, 1984 
was an extremely good year (REVIEW, 2 
May). For the parent, revenue ainly 
from cement sales) rose 16.4% to Baht 
14.2 billion on the back of a strong con- 
struction-sector growth ushing 


after-tax profit to the record Baht 777 


million. The Baht 1.07 billion consoli- 
dated net profit would have been more 
impressive were it not for the write-off 
of a Baht 580 million foreign-exchange 
loss arising from the November 1984 
devaluation of the baht. A record Baht 
60-a-share dividend was paid 
However, selected affiliates nota- 


bly a large ceramics factory bought in 


1979 — still are losing money. The 
group's international tradir irm, 
SCT Co., which was set up in 1979 in 
response to the government xport- 
promotion.policy, accumulated a Baht 
65 million loss in five years of opera- 
tion before turning a profit last year 

In the first quarter of eal 
SCC's after-tax profit ros rom 
the same 1984 period to Baht 294 mil- 
lion. But owing to a general business 
slowdown induced by the devaluation 
and recent tax increases (REVIEW, 18 
Apr.), growth for the full yea likely 
to be lower than in 1984 

SCC president Paron Isr Na 
Ayudhya conceded that debt servicing 
will cut into profitability beginning in 
1987, when the first of the three cement 


expansion projects is scheduled to 
come on stream 


The huge investment in the expan 






































ion retained earnings, shareholders’ 
inds at the end of 1984 topped Baht 
billion. With Baht 6.2 billion of 
short- and long-term  debt,. the 
lebtequity ratio was roughly 2:1 — 
ervative by Thai standards. — | 
he company intends to finance its 
ansion*: with a combination of 
lier credits, local and foreign bor- 
wings and retained earnings. Any 
decision on a capital increase thus | 
iges оп the earnings performance 
iring 1985-86. 
Managing a conglomerate with 
,000 employees is by no means easy. 
it thanks to a streamlined system 
ch emphasises decentralisation of 
тег, the group has avoided becom- 
ie sloppy bureaucracy that some 
corporations resemble. ! 
t the policy level, SCC board deci- ` 
is are made by some of the best- 
in figures in Thailand’s public 
ice. In addition to Poonperm, 
ya and Bodnma, they include 
ovana Na Sylvanta, chairman of 
national oil company, and 
hon Sindhvananda,. the long- 
No. 2 man at the Electricity 
nerating Authority of Thailand, 
o recently became its boss. The 





ONOMIC RELATIONS 









By Bruce Roscoe in Tokyo 
Japanese trading company has 
PA offered a countertrade proposal 
o win a Malaysian Government ten- 
er for the supply of a container-port 
crane. While the size of the deal is re- 
ively small, Malaysian officials in 
kyo say it represents the first 
lear-cut instance of such trade be- 
ween the two countries since Kuala 
mpur adopted its countertrade po- 
icy in 1982. | 

- €. Itoh and Co. is to‘ship the crane, 
which has a contract value of M$4.5 


























Kelang Port Authority by end-March 
1986, though the actual delivery is 
"expected to take place before the end 
f this year. In return, C. Itoh has ag- 
reed to buy M$3.64 million worth of 
veneer and other wood products, a 
: C Itoh executive told the REVIEW. 
Japanese companies traditionally 
have been reluctant to become in- 
volved in counter-purchase and other 















signs that this hesitancy | 





‘million (US$1.8 million) to the. 
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forms of countertrade. But there are. 


+ materials 












seven-man body at SCC, known as 
the management development com- 
mittee, provides umbrella leadership 
for the parent company and all af- 
filiates. Apart from Paron, this cori- 
prises three senior vice-presidénts: 
Amaret (corporate services), Chumpol 
NaLamlieng (finance and administra- 
tion) and Tawee Butsuntorn (cement 
and refractories); plus, at a lower tier, 
three vice-présidents to, coordinate 


with the construction materials, pulp- : 


and-paper and trading groups, respec- 
tively. (Chumpol has the additional re- 
sponsibility of coordinating with the 
machinery-industry group.) 

The coordinators in effect super- 
vise the managing directors of com- 
panies in each of the four groups. 
Thus the views of subsidiaries are 
part-and parcel of decisions made by 
the parent. ^ 

Teamwork has been an important 
element. Insiders say SCC's recerit suc- 
cesses owed in large part to the strong 
management interplay © between 


| Charas Xuto — an aggressive but 


open-minded leader who was presi- 
dent for several years before retiring in 
1984 — and the four senior vice-presi- 


oint, counterpoint 
apan's first barter deal with Malaysia is small, but 
ndicates a weakening of government opposition 


Until December 1982, the Minis- | 


try of International Trade and In- 
dustry (Miti) used "administrative 
guidance" to discourage all forms 
of countertrade, but loosened the 
reins after Indonesia introduced a 
rigid countertrade policy for all 
big government procurements over- 
Seas. | 

Miti still opposes countertrade in 
principle, and a senior Miti trade of- 
ficial told the REVIEW that tlie minis- 
try did “not agree" with the crane 
deal. But Miti seems to have resigned 
itself tó the fact that more Japanese 
firms аге preparing to enter into 
countertrade deals. “In the case of 
Malaysia, the number of these type of 
deals probably will increase because 
‘they offer a way of exporting raw 
| and agricultural pro- 
ducts,” the official said. 
Countertrade was not à precondi- 










hof whom was expert in his respec- 

ive field. Those who know: him well 
describe Paron as probably less ag- 
gressive than Charas, but as strong in 
team spirit. 

As part of a long-term objective to 
groom senior staff for an eventual rise 
to the top leadership, a longstanding 
practice calls for regular job rotation 
among the group's 240 executives. 

A continuous progranime of staff 
development has permitted the group 
to sustain its growth so far. But that 
situation is changing. Aggressive di- 
versification and the commitment to 
cement expansion is over-stretching 
the group’s manpower resources. This 
is why it is both slowing down diver- 
sification and consolidating man- 
power. f 

Consolidation has in fact been ac- 
corded top priority since Paron took 
over the presidency early this year. 
Said Paron: “We have enough man- 
power :.. But unless we speed up deve- 
loping them, there will be some risks = 
some of our people are not sufficiently 
experienced. . . ." Other executives 
point to the need to plug loopholes in 
logistics, marketing ànd finance in 
order to solidify the group's diversifi- 
cation. But it does not mean SCC will 
entirely close its door to new busi- 
nesses. Rather, the group will become 
more selective. - п 
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AND BARTER DEALS 
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officials. But the inclusion of coun- 
tertrade offers in such bids is encour- 
aged, and when there is little differ- 
ence in price or other terms offered in 
competing bids, those offering the 
most attraetive countertrade compo- 
nent are likely to win. 

The increasing willingness of Ja- 
panese companies to dabble in coun- 
tertrade has been noticed in particu- 
lar Ьу Lloyds Bank International 
(LBD, which regards itself as a leader 
in arranging transactions of this na- 
ture. In March, Lloyds made a series 
of presentations on the mechanics of 
countertrade to several of Japan's 
major trading houses. 

LBI estimates around 8% of world 
trade is conducted on a countertrade 
basis, given à total value of world 
trade at US$2 trillion. The United 
States Government, however, esti- 
mates the percentage of countertrade 
in world trade at 10-3095. p 
























iam Cement’s main activities in 
the foreseeable future will con- 
centrate on the prospecting for, and 
eventual. development of, potash, 
„antimony and gold, plus a large 
;. downstream petrochemicals project. 
.. These were all planned or committed 
г over the past year. The company’s 
rapid diversification and expansion 
. in the past five years has put it in an 
; overstretched position —  particu- 
larly in terms of experienced man- 
"power — which makes any fur- 
ther diversification unlikely in the 
short-term and possibly medium- 
term future. 

Perhaps, the most important new 
venture that will broaden its already 
extensive industrial base is the pet- 
rochemicals project. Targeted to 
come on stream in 1988 — the coun- 
iry's upstream complex is scheduled 


to be completed in the same year — | 


the estimated Baht 2 billion (US$74 
million) plant is projected to produce 
a combination of high-density, low- 
density and linear low-density 
polyethylene totalling 137,500 tonnes 
a year, for the domestic market. 


LOANS 


Easy come, easy go : 
China's bank lending rates are very low, giving rise to speculation 
of horse trading between domestic banks and enterprises... 


By Nancy Langston in Peking 
C hina’s domestic lending rates reveal 
that money is cheap. But just how 
cheap is often difficult to determine. 
While deposit rates are regularly pub- 
lished, current lending rates and the 
typés of loans are not. The REVIEW re- 
cently obtained a copy of these rates 
from the People’s Bank of China 
(PBoC), which, as the country’s central 
bank, sets rates. 

Many. foreign bankers in Peking 
have long reckoned that interest rates 
were low, but hard figures have been 
unknown. Some say their inquiries on 
lending rates have met with an official 
response thàt such information is an 
internal matter. This led to speculation 
that а lot of horse-trading occurred be- 
tween the domestic. banks and enter- 
prises for good rates. 

The speculation. appeared justi- 
fied -when 1984 figures revealed 
that. bank lending increased by 28.9% 
over 1983. Articles in the local press 


levelled charges. against the local | tl 


banks of “indiscriminate lending" 


extension of credit The 











manpower may limit such growth i in future 


Thai Polyethylene Co. — a Siam 
Cement wholly owned subsidiary — 
is опе of four private groups that have 
been selected by the Thai Govern- 
ment. ќо undertake the four 
downstream projects. Like the other 
downstream promoters, the company | 
also has a stake in.the National Pet- | 
rochemical Corp., the public/private | 
joint-venture company that will | 
build and operate the upstream | 
facilities. | 

Siam Cement has conducted pre- | 
liminary negotiations with the US- | 
based Union Carbide, to purchase | 
technology with the possibility of an | 
equity partnership, (Because of the | 

s 
| 
| 
| 
| 


| 
| 
| 
1 
| 
| 


different products and the likelihood 
of using the licensing fee as equity in- 
vestment, Union Carbide’s troubles 
from the Bhopal incident in India are 
not expected to pose any setback.) 
The Mitsui and Mitsubishi groups 
of Japan are also being eyed. as 
| potential partners, Details of the 
partnership will be finalised after 





central bank's new boss, Chen Muhua, 
has. announced . that: strict .controls 
will be exercised over lending activi- 
ties. 


the expense. of servicing working-capi- 


the country's modernisation drive is 
the category. of. loans. for. technical 





а final decision is taken on the | 
upstream complex, expected short- | 
у i 


the interest rates themselves arelow 
but i as one foreign. banker pointed out: 
"The spread is similar to the West." In- 
dividuals bear the brunt c high rates 
while enterprises or the Western equi- 
valent of corporations get preferential 
tr eatment. 

As jin standard banking. practices, | 








tal loans is reflected іп а higher in- 
terest rate. ‘A “settlement loan", is the | 
equivalent of a short-term loan sec- 

ured against goods and drawn down in | 





one shot, reducing risk and making the 


loan cheaper. . 


The special Chinese touch reflecting 
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als Co. — a joint venture of Siam 
ment (46%), BP Minerals Int 
tional (44%) and the Thai Gove 
ment (10%), formed last Decembe: 


lion in the exploration and mi 
antimony m 
Bangkok. 


ty stake in another joint- vertu 


Aokam Thai 
and Indonesian interests) to pros 
pect for coal in Rabin Buri n 
the eastern border. The potash ап 
antimony projects are basically ex 
port-oriented. 


| most important way to i 





now itis complicated because of 1 





venture that Siam Cementi isent 
in response to the goverüment 
priority goals of developing local re- 
sources. 
A long-term scheme, И is in job 
venture with the US-based Dav: 
Corp., CRA Exploration of Ausir 
На and the Thai Government to Î 
tially explore and eventually mir 
what is. believed to be a worl 
class potash reserve in no 
east Thailand. Another similar 
venture involves the local M 
group and the US-based Apric 
Chemical. 
Meanwhile, the Associated Mines 


























aims to invest about Baht 1604 
in Chon Buri, 
Siam Cement also holds a minot 


the tin-dre 
plus Маја 


company (with 
Co. 


— PAISAL SRICHARATOHA| 























Working-cay 
Settlement loans hort- term 
loan with one drawdown) 

Loans for technical 
transformation 
Under one year 
One to three years 
Three to five years 
Capital-construction 
loans 
Loans to individually 
owned urban industrial, 
commercial, transporta- 
Hot and service sectors 
Purchase-deposit loan 


As for 
abo 






{тиз 


stricted by the state plan and hi 
to obtain. 

While.a PBoC official said * 
rates reflect the allocation of 
an interesting question is 
rates even marginally reflect 
of funds. China's problem v 
ulating its money supply leads 
picions that China itself does not 
the cost of funds. 

The central bank officia! 


fon 


banking system is io figure out the. 
formula for controlling the 
supply. Before it was simple Б 
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‘According to one participant 
‚ее {Дйн held in Pekin 
Bank.of America's chairman Leland 
Prussia, Chen said consultations have 
been held with officials from the Unit- 
. ed States Federal Reserve on a monet- 
_ ary control and monitoring formulà. 
.. An ecónómic analyst attached to a 
Vestern embassy in Peking reckons 
it China's loans are a giveaway: “In- 
est rates are lower than the demand 
“generate and as such the loans 
Subsidised. Economic growth 
"than aggregating assets is the 
e 




















































China plays catch-up in its 
erging banking system, one of the 
er tasks is re-adjusting the 
nese mentality that banks are not 
i»: H : 1 
ist cashiers of an unlimited source of 
ds. Until 1979, there was no dis- 
on between types of loans or the 
tion. Banks were the handservant 
enterprises which could conve- 
ntly ignore any payment schedule 
ith impunity. 
P ince the communist takeover in 
1948, there was no such thing as a 
dium or short-term loan for equip- 
, until 1979. In 1981, the state 
ncil decreed that basic construc- 
n appropriations would assume the 
of bank loans. In six short years, 
rs and borrowers were subject to 
sh course in credit. 
ile China's planmers envisage 
'redit and interest rates (along with 
1 and taxation) to be levers to reg- 
the economy, 1984's spending 
reflects problems over that con- 
t. Thus the government's finger re- 
squarely fixed on the lever di- 
g capital to the more efficient en- 
prises. 
anking officials, especially in the 
vinces, have little credit training. 


cial workers were formally 
ed in finance and these were con- 
trated in the big cities. 

"This is exacerbated by the clogged 
flow of commodity information. Pro- 
vincial bankers may for instance lend 
to a traditionally profitable factory 
manufacturing cigarettes or washing 
machines, believing it to be a secure 
credit risk. 

_ However, according to an article in 
the China Daily by Jin Xuecheng in 
PBoC's Financial Research Institute, 
such factories “mushroomed through- 
out the country, only to find their pro- 
ducts being stockpiled. Banks found 
some of their loans inactive and the 
circulation of funds was slowed 
down." 

Foreign bankers in China have long 
reconciled themselves to the limited 
lending opportunities posed by 
` China's cheap credit. One American 
| banker who had not seen the lending 
rates merely shrugged and said: “Yes 
it's as bad as I thought.” E 
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980, a survey showed only 12% of | 
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By Robert Manning in Washington 


he International Monetary. Fund 

will soon approve a new version of 
a little-noticed trust fund set up to dis- 
burse some US$3 billion in conces- 
sional loans to low-income, less-de- 
veloped countries (LDCs) in Asia, Af- 
rica and Latin America. IMF sources 
told the REVIEW that the executive 
board will meet to decide the details of 
the trust fund shortly before the an- 
nual meetings of the IMF and World 
Bank in Seoul in October. 

The current trust was created to dis- 
burse the profits from the sale of 25 
million oz of gold which the IMF pub- 
licly auctioned between 1976 and May 
1980. After the United States Treas- 
ury, which holds 262 million oz of gold, 
the IMF is the world's largest. holder, 
with 103 million oz worth more than 
US$30 billion. 

The IMF distributed US$1.6 billion 
of the total US$4.6 billion in gold sales 
as dividends to all its LDC members. 
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Fall from 
grace ... 


The glare of publicity strains 
relations between the Sultan 
of Brunei and a key adviser 


By James Bartholomew 
in London 
ultan Sir Hassanal Bolkiah of 
Brunei has drastically curtailed a 
previously very close relationship 
with Egyptian businessman Moham- 
med Al Fayed. Al Fayed had become 
one of the sultan's principal advisers 
and was the middleman for the sul- 
tan's purchase of London's Dorches- 
ter Hotel this year (REVIEW, 16 May). 
The sultan's great wealth and the 
readiness of Al Fayed to buy well- 
known companies suggested the pos- 
sibility of further dramatic pur- 
chases. It now emerges that the sul- 
tan's faith in Al Fayed was so great 
that he even granted the Egyptian a 
full power of attorney. This now 
seems to have been withdrawn. 
Lonrho, the British public com- 
pany, supplied to the REVIEW a photo- 
copy of a document issued by the sul- 
tan and addressed to Al Fayed ter- 
. minating "the various Mandates and 
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India and China get half the concessional loans from 
an IMF trust fund set up to help very poor LDCs 





| Rowland declined to' be more speci- 
LUST O Ee ng 






£5 


+ 


As the IMF articles of agreement pro- 
hibit it from giving concessional loans, 
a trust fund was set up to administer 
the remaining US$3 billion, which was 
disbursed to the 55 LDCs most severely 
affected by oil-price rises, based on a 
list obtained from the United Nations. 

Asia received more than half of the 
funds in the current trust, with India 
and China getting the largest shares: 
529 million special drawing rights, or 
SDRs (US$527.5 million) and SDRs 
309 million, respectively. The trust- 
fund loans are for 10 years at 0.5% an- 
nual interest with a five-and-a-half- 
year grace period. 

As money from the current trust 
fund has begun to flow back into the 
IMF, the trust is drawing up plans to 
recycle these funds, expected to be re- 
paid by 1991. It is not clear precisely 
what criteria will be used to determine 
eligibility for the concessional loans in 
the new cycle of funding which is to 





Power of Attorneys given to you by 
Us since August 1984.” The same 
document has previously appeared in 
The Observer, a British Sunday 
newspaper owned by Lonrho. Its au- 
thenticity has not been challenged 
either by Al Fayed or the sultan. (The 
sultan has been in London since pub- 
lication and might reasonably be as- 
sumed to have seen the article.) 

The document is phrased in very 
polite language, and the sultan goes 
so far as to express his gratitude. But 
according to “Tiny” Rowland, the 
chief executive of Lonrho, the ending 
of the power of attorney arose be- 
cause “obviously there is a dispute.” 
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Slim child, Manila: trust benefit. 


begin in fiscal 1986 (which ends on 30 
April). “The idea is to provide some 
kind of relief for countries undergoing 
the adjustment process,” said an IMF 
official. 

IMF officials said it is likely some 
combination of per capita income, bal- 
ance-of-payments situation, status 
vis-à-vis the current trust fund and 
current access limits on standby ar- 
rangements will be used to determine 


























The sultan: polite rejection. 





fic, but some recent deals organised 
by AL Fayed provide obvious pos- 
sibilities. 

Al Fayed acted for the sultan over 
the purchase of the Dorchester Hotel 
and this deal has led to considerable 
controversy. The sultan, or his repre- 
sentatives, tried to sack Regent Inter- 
national, the Hongkong-based hotel- 
management company running the 
prestigious London hotel. This led to 
court cases which, so far, have gone in 
favour of Regent. In any case, there 
has been publicity and conflict which 
the sultan might well have wished to 
avoid. И is possible that if Regent is 
removed as managers of the Dorches- 
ter, Al Fayed might hope to substitute 
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IMF board could place conditionality 
on tHe new trust fund, but IMF sources 
suggestsuch a move is unlikely. 

In the current trust fund, of the 
SDRs 2.66 billion outstanding, non- 
oil-exporting Asian countries account 
for SDRs 1.59 billion. Aside from India 
and China, which between them ac- 
counted for half the concessional 
money going to Asia, Pakistan received 
SDRs 194 million, the Philippines 
SDRs 121 million, Thailand SDRs 106 
million and Sri Lanka SDRs 78.3 mil- 
lion. Vietnam received SDRs 60 mil- 
lion, but given its dispute with the IMF 
over other issues, its eligibility in the 
next round is uncertain. Nicaragua, 
which also had been in arrears to the 
IMF, recently repaid some US$20 mil- 
lion, apparently in part from fear of 
being ineligible for the new cycle. 

Although the  concessional-loan 
facility resembles the World Bank's In- 
ternational Development. Association 
(IDA) concessional window, with simi- 
lar terms, IMF officials stress that the 
trust fund preceded. the shortfall of 
IDA money and should not be seen as 
an effort to compensate for IDA prob- 
lems. According to IMF officials, once 
a country's eligibility is determined, it 
can submit loan requests which will be 


decided on a case-by-case basis. 


his own hotel-management company 
in the role. A director of the AI 
Fayed—owned Ritz Hotel in Paris has 
been appointed also to the Dorches- 
ter board. 

There also has been embarrassing 
controversy over the purchase of 
House of Fraser, a major British 
stores group, by Al Fayed and his 
brothers. There has been persistent 
speculation over whether the sultan, 
rather than the Al Fayeds, was the 
real buyer. 

The Al Fayeds, though very weal- 
thy, were not previously thought to 
be able to afford to buy House of 
Fraser — a group valued by their pur- 
chase at £612 million (US$775 mil- 
lion). The way in which they might 
have been able to overcome this diffi- 
culty would be through a large loan. 
The possibility of a large loan from a 
Swiss bank has been suggested by 
several sources. 

Al Fayed's ability to get such a 
large loan could have been made 
easier by the power of attorney from 
the sultan which he held at the time. 
A power of attorney granted by 
perhaps the richest man in the world 
undoubtedly would impress bankers. 
Actual use of that power to move 
sums of money around would be even 
more impressive. That power of at- 
torney has now been withdrawn but 
whether this leaves the sultan free 


and clear of the House of Fraser pur- 


chase remains unclear. 
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CONTRACTS 


Over troubled waters 


The Japanese have finessed a Bosporus contract 
away from the British, giving rise to acrimony 


By Charles Smith in Tokyo 
шеп» heavy-engineering industry ls 
pulled off one of its biggest coups in | 
years. in April when a consortium 
headed by  Ishikawajima-Harima 
Heavy Industries (IHI) won a much-co- 
veted US$550 million contract to build 
à second suspension bridge over the 
Bosporus (the strait that divides the 
European and Asian halves of Turkey). 
Six weeks after their triumph, how- 
ever, the Japanese must be wondering 
whether their victory is worth the 
criticism they are being subjected to 


haviour in securing the contract. 

The British firm, Cleveland Bridge 
and Engineering, which built the first 
suspension bridge over the Bosporus in 
1973, apparently felt confident that it 
would easily win the tender for the sec- 
ond bridge, and was, therefore, bitter 
when its hopes were dashed by a Ja- 
panese bid that was 16% cheaper. 
Apart from that, the Bosporus con- 
tract has become a major issue in bilat- 
eral relations between Britain and 
Japan, with the British Government 
accusing Japan of resorting to what 
were virtually financial "dumping" 
techniques to pre-empt a decision on 
the contract. 

The gravity with which Britain 
views the issue was underscored in 






Thatcher; Tebbit; Nakasone: a bridge too far for Britain. 







Cleveland's Turkish consortium part- 
ner to find commercial funding for its 
portion of the road-construction work. 

The Japanese Government's enthu- 
siasm for financing the Bosporus pro- 
ject looks particularly striking when 
set against the previous record of offi- 
cial aid to Turkey — which totalled 
only ¥59.7 billion during the 13 years 
to March 1983. To explain this anomaly, 
observers point to 
several possible 
considerations that 
could have weighed 
heavily with the Ja- 
panese authorities. 
One theory is that, 
after three years of 
virtually static 
earnings from over- 
seas construction 
contracts, Japanese 
heavy-engineering 
companies badly 
needed a project 
which would both 
improve their fig- 
ures and serve as a 
symbol of the in- 
dustry's export pro- 
wess. 

A second view is 
that the loan should 
be seen in a diplo- 
matic context, Ja- 
pan’s interest in 
playing a positive 
role in Middle East 
affairs (exemplified 
by its effort to 
mediate in the Iran- 
Iraq war) would 
seem to have “rub- 
bed off" on Tur- 
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May when Prime Minister Margaret 
Thatcher wrote.a letter to Japanese 
Prime Minister Yasuhiro Nakasone, in 
which she suggested that Japan was 
using surpluses accumulated from its 
trade with Western industrial coun- 
tries to outbid otherwise competitive 
British and European companies on 
civil-engineering contracts in the 
Third World. Neither the Thatcher let- 
ter nor a series of statements made in 
the House of Commons by Trade and 
Industry Minister Norman  Tebbit 
explicitly accused Japan of illegal or 
unethical behaviour. This did not stop 
the British popular press from using 
the bridge contract as an excuse for 
launching one of its most vicious anti- 
Japanese campaigns of recent years. 
The Japanese response to the British 
outburst seems to have been to try to 
shrug it off — perhaps not surprisingly 
in view of the vagueness of much of 
what has been said in the press. How- 
ever, at least two of the charges made 
by the British Government seemed to 
have got under the skin of officials. Ja- 
panese Government spokesmen have 
been defensive about the terms as well 
as the size of the concessional ¥51.6 
billion (US$225 million) loan extended 
to Turkey as part of the contract pack- 


age. They have also been visibly net- 
tled by British charges that the aid is to 
be used to allow a Turkish construc- 
tion company, which forms part of the 
IHI consortium, to build approach 
roads to the Bosporus bridge at knock- 
down prices, leaving IHI and its part- 
ners to collect a fairly generous fee for 
building the bridge itself. 


fficials at the Ministry of Inter- 
national Trade and Industry (Miti) 


right to “pry” into the details of the Ja- 
panese tender (which was presented to 
the Turkish Government as a single 
package covering both roads and 
bridge). At the Overseas Economic Co- 
operation Fund, however, an aid-dis- 
bursment official confirmed that a 
portion of Japan's aid would be avail- 
able to cover local construction costs. 
The financial package offered by 
Britain as part of its Bosporus bid 
consisted of a relatively modest £50 
million (US$63.8. million) of govern- 
ment aid and officially insured export 
credits (equivalent to about ¥15 bil- 
lion at the current exchange rate), The 
whole of this amount would have been 
tied to exports from Britain, leaving 





told the REviEw that the British had no | 





key in the past few 
months, and Turkey appeared to 
have reacted warmly to Japanese ap- 
proaches. A visit to Tokyo in May by 
Turkish Prime Minister Turgut Ozal 
marked a milestone in the relationship. 
Some two months earlier, Turkish Air- 
lines had done an unexpected good 
turn to Japan by despatching an emer- 
gency flight to airlift Japanese re- 
fugees out of Teheran after Japan Air 
Lines had failed to send a rescue flight. 

If the "diplomatic" explanation for 
Japan's behaviour is correct, the Bos- 
porus bridge contract may go down in 
history as an outstandingly successful 
stroke — but only in a strictly bilateral 
sense. Apart from alienating Britain, 
Japan's action in “pre-empting” the 
contract may well have re-awoken 
fears among other trade partners 
about the “predatory” nature of.the 
Japanese export machine and the al- 
leged readiness of businessmen and of- 
ficials to work together in securing 
contracts. Miti officials, who have the 
job of trying to convince the outside 
world of Japan's good faith as a trad- 
ing nation, must be wondering whe- 
ther the cost in terms of increased dis- 
trust and resentment was worth the 
verv tangible benefite єз 
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DID YOUR 

COMPANY 

MAKE THE 
‘REVIEW 600’? 


One of the best ways to mea- 
sure the dynamic quality of a 
publication is to examine the 
quantity and quality of the ad- 
vertising pages it carries. Last 
year, when many publications 
were struggling to maintain 
advertising volume, the Re- 
view carried more advertising 
than at any time in its 39-year 


history 


More than 600 companies 
from every corner of the globe 
selected the Far Eastern Eco- 
nomic Review to promote their 
message representing 
major category of industry in- 
cluding banking & finance, 
travel, high technology, con- 
struction & engineering, li 
quor, office equipment, luxury 
products and many, many 


every 


more 


As the world’s premier publi- 
cation on Asian affairs, the 
Review delivers top decision 
makers in business, industry, 
government and the profes 
sions more cost effectively 
than any other publication in 
Asia 


To reach the elite, join the elite 
by advertising in the Far East- 
ern Economic Review and join 
the Review 600 


For a composite of every ad 
vertisement carried write, on 
your company letterhead, to: 


Ms. Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review Ltd 
GPO Box 160, Hong Kong 
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€ TO lose one bank may be ac- 
counted a misfortune. To lose two 
smacks of carelessness. But there is 







funds which brought down first Hang 
Lung and now Overseas Trust Bank 
took place under his predecessor's 
less intrusive nose. Robert Fell’s new 
regulatory regime is more demand- 


add up, not just on reporting days, 
‚ but on other days as well; and com- 
‘mission investigators are supposed to 
join the dreary queues at companies 
registries sniffing out their charges’ 
extramural interests. 

The good thing about this off—bal- 
ance-sheet research is not that it 
might throw up anything of value, 
but that its utter futility might start 
to convince officialdom of the perni- 
cious consequences of tolerating 
nominee companies and undisclosed 
significant shareholdings. Of course, 
to pre-empt the ritual objection, any 
disclosure legislation could in prac- 
tice be circumvented: but so can any 

_ other form of legislation. | 

2 The fact that people can and fre- 

е do ignore laws against mur- 
ler and arson does not mean that 
those laws serve no useful purpose. 
More to the point, disclosure require- 
ments which might in practice be cir- 
cumvented would be considerably 
less silly, and a great deal cheaper, 
than banking regulations against 
loans to associated parties which also 
can be and are circumvented, primar- 
ily because the absence of disclosure 
requirements makes it routine to con- 
ceal both the ultimate ownership of 
the bank and of its creditors. 

If disclosure requirements were the 
norm for significant shareholders in 
Hongkong companies, there would 
still be people who operated through 

. Liechtensteinian ^ Anstalts and 
‘Panamanian shelf registrations, but 





















having something to hide. In the pre- 
sent climate of legally diminished ex- 
pectations, flows of funds to borrow- 
ers whose ultimate identity is 
Goldfrog Nominee or Bag'o'cash Ltd 
are the norm rather than the excep- 
, tion. And the quality of both bank 
lending and equity investing is the 
poorer for it. Perhaps anonymity does 
attract some investors to Hongkong 
who might otherwise shun the terri- 
tory; but the motives of these people 















primarily criminal. It is time to en- 
courage a better class of customer. 
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no point moaning to the incumbent of 
the banking commissioner's office, 1 
since the ravaging of depositors’ | 





ing: balance-sheets are supposed to | 





at least they would be recognisable as 








in a large number of cases seem to be} 























€ 15 one allowed to discuss Carrian 
at all any more? Or just not in the 
same breath'as certain of its cred- 
itors? Does. any avenue of thought on 
this subject constitutea contempt of 
court? —- or even disrespect of the at- 
torney-general, potentially a far 


more heinous offence in. Hongkong 
ithe way things are going these days. 


Perhaps the only way is to do it is at 
enormous length, and in minute de- 
tail, skating over no possible subtlety 
or entanglement: for if the attorney- 
general believes that the general pub- 
lic, when constituting a jury, is too 





stupid or bored to understand and 


evaluate commercial cases presented 


to them over a period of days by 


eloquent barristers such as himself, 
then he can scarcely credit them with 


the grey matter to follow even the 
first paragraph of the sort of cone | 


fused account which might be tum- 
bled into a few columh'inchés. 

It seems to be all right for Justice 
Cons to breathe the. dreaded name, 
even in a context suggesting that the 
Carrian affair may shed some light on 
the question of insider trading, which 
is of course not a criminal offence in 
Hongkong but rather an occupation 
of the rich and famous. 

Cons, who heads the territory’s 


| commission оп company law reform, 


thinks that “the whole subject of in- 
sider dealing might usefully be re- 
considered after the inspectors’ fe- 


ports on. the investigations into the 


Carrian group and the Eda group.and 
the tribunal's report on the trading in 
International; City. Holdings [ICH] 


‘shares have been made available.” 


Civil libertarians and spanking 
magazine enthusiasts worried about 
Hongkong’s proposed “objectionable 
publications” tribunal might draw 
comfort from the ground-breaking 
precedent of the insider dealing tri- 
bunal, whose grand contribution to 
the reduction of commercial miscon- 
duct may be conservatively estimated 
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— From the Review 







body with, 

or intere 
| describe will have left, died or v 

tired, 

There is oné sole, necessary and 
sufficient restriction to. be impose 
upon insider sharedealing, ar ti 
a legally enforceable requi | 
public disclosure of trading by 
tors in the shares of their own p 
companies. Shareholde 
io directors! ; 
health and pros 
pany: since 
meticulously- 
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ngko $ and accon 
must be laid bare on the share regi 
It is hard to see why c 1 
of this kind should be influence 
three reports on localised irregu 
ties, It may of course be that the 
standing committee on company la 
reform is hanging fire on the: 
chance that thé inquiries info 
Carrian and ICH will show th 
sider trading is virtually unknow 
| Hongkong, that on the rare occas 
on which.it occurs it is beneficial, 
that it should be encouraged rather 
than repressed. But probably not. 
* IT goes without saying, thoug 
| Hongkong's Seeretary for М 
Affairs Douglas Diye still fe 
necessary to sav it, that such pro 
| lems as may recently have afflict 
the local banking sector a 
| tially the fault. of the press, : 

| no more wicked, malicious or роў 

ful body of opinion in Hongk 
today than those penny sheets c 1 
up on the newsstands. It is to these 
| rags that bankers turn before cutting 




















































































credit. lines, brokers before shorting 
shares. It was only while Blye was 
away on leave that mischief dared 
| spread abroad: with the return of him 
| arid the Hongkong Bank's lions, it is 
safe once more to enter the stock- 
market. 














































































By Robert Delfs in Shanghai 


N ew measures to control imports are 
needed to re-balance flows of 
foreign exchange, according to Bank of 


Tightening control over foreign-ex- 
change spending is necessary to main- 
tain China's ability to purchase equip- 
ment and technology from abroad, 
hese officials say, and is mainly di- 
rected at consumer goods such as TV 
and cars. 


rts accounted for only a portion of 
trade deficit which developed in 
second half of 1984, however, and 
je categories of capital spending 
i0 will be affected. Bank officials 
ecifically identified production-line 
jupment requiring continuing im- 
ts'of components or sub-assemblies 
area. which will be subject to 
er controls, citing excessive pur- 
ses by.local authorities of Japanese 
V assembly lines which require im- 
yrted tubes and circuit boards. 
* Import controls were relaxed from 
982 as successive years of surplus in 
hina's foreign trade and invisible 
wnings boosted foreign-exchange 
dings from US$2.2 billion at the 
f 1980 to US$17 billion in July 
84. But import volume surged in the 
ond half of last year and early this 
year. Imports in the fourth quarter of 
1984 were Rmb 23.1 billion (US$8.6 
billion), more than twice the average 
level in 1983, according to Chinese 
Customs Statistics, leading to an offi- 
cial trade deficit of Rmb 5.2 billion for 
the quarter. One factor is that many 
‘imported goods are cheaper than 
eir domestic equivalent, say offi- 
cials. 
"The apparent extent of the recent 
rade deficit is magnified by the de- 
aluation of the official renminbi ex- 
hange rate from US$1:Rmb 2.05 in 
early 1984 to US$1:Rmb 2.85 by March 
this year (REVIEW, 20 Dec. '84). China 
as used an internal exchange rate 
equivalent to US$1:Rmb 2.8 sirice 


on the domestic prices of imported 
goods. But the practice of reporting the 
renminbi value of traded goods ac- 
‘cording to the official exchange rate 
-understates the true value of imports 
prior to the official devaluation. 
. However magnified, China's 1984 
trade deficit was real enough and has 
. cut into reserves. Foreign-exchange 
holdings had fallen to US$12.3 billion 
by February, a drop of 27.5% since 
July 1984, according to IMF figures. 
Prominent among the import. com 


116 


“China (BoC) officials in Shanghai. 


Increases in consumer-goods im-. 





1981, so the devaluation had no effect. 


TOTAL RESERVES & 
S GOLD 


REVIEW GRAPHS by Frank Tam 
modities which showed rapid growth 
in the fourth quarter of 1984 were TV 
sets (Rmb 380.4 million, 15.5 times 
average quarterly imports in :1983), 
motor vehicles (Rmb 146.4 million, 3.3 
times) and cassette recorders (Rmb 
58.4 million, five times). 


more. iniportant. factor. was in- 

creased purchases of equipment 
and machinery. Such purchases in the 
last quarter of 1984 (excluding motor 
vehicles, telecommunications and sound 
equipment), were Rmb 4.05 billion, 2.5 
times the average 1983 level. Of this 
figure, computers and. office-equip- 
ment purchases were Rmb 1.2 billion 
(7.6 times). Other commodities whose 
import levels increased significantly 
last year were iron, steel, scientific and 
industrial instruments, synthetic re- 
sins and plastics, tobaeco ànd bever- 
ages and metal manufactures. 
' New import controls will not affect 
imports of goods and equipment which 
can generate sufficient foreign-ex- 


















change earnings to repay their costs, 








?reign-exchange. 


xport-generating imports 


^| which require allocations of state- 


owned foreign-exchange funds, how- 
ever, will be subject to careful exami- 
nation by regional offices of the State 
Planning Commission (SPC). Targets 
for reducing import levels have been 
established by the SPC, but these have 
not been made public. 

No additional regulations or licens- 
ing procedures are contemplated. Im- 
ports have always been subject to SPC 
approval, Ma explained, but now the 
criteria for approval will be considera- 
bly tightened. Also, loopholes in the 
import-control system which made it 
possible for enterprises on Hainan is- 
land and in the special economic zones 
to import large quantities of cars and 
consumer goods for resale in other 
areas have been eliminated, and there 
will be closer supervision of enter- 
prises use of their own retained 
foreign-exchange funds (though. the 
principle of their ownership of these 
funds will not be changed). 

Ma said reports that China might not 
honour issued letters of credit are 
false. "Thisis a matter of international 
trust," he said. "Even during the Cul- 
tural Revolution we always honoured 
our international obligations — our re- 
cord is good." " 

There will also be no change in the 
policy that, in principle, joint-venture 
or foreign-owned enterprises may sell 
on the domestic market products in- 
corporating advanced technology 
which replace imports, said Ma. And 
citiés and provinces may use foreign- 
exchange funds at their disposal to 
convert renminbi earnings of such en- 
terprises into foreign exchange, and 
larger projects may be guaranteed by 
the central SPC. But Ma cautioned 
that the foreign-exchange funds avail- 
able to support such ventures are li- 
mited. : 

The supply-side approach to China's 
foreign-exchange squeeze is to expand 
exports. The problem is that domestic 
prices for many exportable manufac- 
tured products are higher than pre- 
vailing international prices. Domestic 
demand for export-quality godds is 
greater than supply, so there is little 
inéentive for enterprises producing 
higher-priced goods to export. 

The Changzhou Stocking Factory, in 
Jiangsu province, for example, ex- 
ported 700,000 pairs of socks and 
stockings in 1983. This year, for the 
first time in 20 years, it will export 
none. "The price being offered by the 
foreign-trade corporation this year is 
20% under our current sale price," fac- 
tory director Lu Jianchang explained. 
"This didn't matter before — any 
losses we incurred were covered by the 
state. But now we're responsible for 
our own losses. We're willing to export, 
büt only if the price is right." 
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ew Zealand's budget deficit, which 
has ballooned as high as 9% of 
gross domestic product in recent years, 
is set to come down to 2.8% in the cur- 
rent fiscal year (which began in April). 
Finance Minister Roger Douglas an- 
nounced this in his budget on 13 June. 
The budgeted figure of NZ$1.29 billion 
(US$576 million) is down from NZ$2.78 
billion in 1984-85 (6.9% of GDP). 

' Douglas attributed part of the suc- 
cess to a more buoyant than expected 
economy, which grew 7.6% in calendar 
1984 and which had a tax-lag effect year, and import volumes to be 2%, 
extending into the current year. bringing the deficit down to NZ$2.1 

Tn real terms the 13 June budget al- billion. It should continue to fall. 
lows spending to rise a little, to | opposed the pfoposal, but as Douglas The Institute of Economic 
NZ$17.38 billion, up 13.5% on the ac- | progressively firmed up a stated inten- | search's quarterly survey of busines: 
tual out-turn of NZ$15.32 billion. Set | tion to ensure the net effect to those on | opinion in March showed a s 
against a Treasury estimate of infla- | low and middle incomes is beneficial, | downturn in business expectat 
tion of 12% for the year to March 1986, | preparedness to strike a deal has de- | but, compared with the past two | 
this suggests a slight real rise in spend- | veloped Among union officials. This in | cles, the trough in this one looks lik 
ing. As a percentage of GDP, spending | turn has'enhanced the possibility that | to be shallower, suggesting that 
should be 38.1%. the government may be able to strike | prices and wages are restrained in | 

The deficit cut in GDP percentage | a deal with the unions for another | with the government's monetary 
terms is mainly duetoariseinrevenue | year's wage restraint. This year's | stance, sustainable real growth is 
of 4.3%. A significant part of this comes | round of wage bargaining begins in | possible as the economy turns up. 
from a projected 30% rise in total re- | September. The government is sticking to its - 
venue from personal-income tax. Real disposable income has dropped | drastic deregulatory and de-protec- 

Douglas made great play of deficit | some 6% over the past 18 months asa | tion path. Having almost completely - 
cutting as a means to reduce interest | result of a wage freeze from mid-1982 deregulated the previously tightly con 
rates, which reached 22% for short- | to mid-1984 and a restrained 7% gen- | trolled finance and foreign-exchange 
term government stock in May before | eral wage round late last year. Doug- | markets (including floating the cur- 
beginning to ease in June. But he does | las’ words have struck a chord with rency) within eight months of taking 
not expect a substantial fall for some | many on other grounds — the expecta- | office, slightly speeded up the previous. 
time. Douglas intends to announcetax | tion of a contraction in spending to government's dismantling of import: 
changes in September, to take effect in | 1-2% this year. ` licensing and slashed assistance 
1986-87. These involve a big switch The Treasury argues that growth | farmers (who provide half the expo 
from personal income tax to a value- | over the whole fiscal year will be 2%, | and industry, Douglas, in the budge 
added tax (called a goods and services | though there may be a flat period dur- | declared an intention to begin phas 
tax) operating from 1 October 1986. ing the year. The Treasury forecasts in- | down tariffs from 1 January 1986. 
So far, trades unions have publicly | flation of 12% in the year to March —COLIN 
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GROWTH AND PRICES 


(Quarterly movements 
year-on-year comparison) 


PUTEM 1986 (a figue most economists thinks | 
ent too low), a rise if national income of — 
10-13% (ina paper delivered to tripat- 
tite talks with unions and employers — 
оп 12 June the Treasury assumed ã 
10% wage round), 1% employment | 
growth and unemployment (excluding: 
government-subsidised special work) - 
holding at just under 4%. It expeetsin- | 
vestment to hold up. a 
In the external economy, where the 
balance of payments has gone into de- 
ficit at around NZ$2.6 billion in the 
year to 30 June (as the Treasury esti- 
mates it), the Treasury expects exp 
volumes to be 8% higher in the J ly- 
June 1985-86 year than in the 1984-8! 
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Bank tremors roll on 


MARKETS around the region generally lost ground or gained only marginally in the 
period to 17 June. Hongkong led the way with a sharp retreat in the wake of tremors 
through the territory's banking sector, which also affected Singapore and Kuala 
Lumpur. Taipei and Seoul were at or near their lows for the year. 


HONGKONG: The sharp downturn set off by 


the collapse and government takeover of the 
Overseas Trust Bank (OTB) in the previous 
period turned intg a rout. In trading which was 
restricted to only three and a half days by a holi- 
day, the Hang Seng Index shed 129.9 points to 
. wipe 8.26% off the value of the market portfolio. 
The index lost almost 80 points on 11 June in the 
wake of heavy overseas selling, with investors 


- wary of possible troubles in other small banks 


‘(which was later confirmed in the case of the 
OTB subsidiary Hongkong Industrial and Com- 


` mercial Bank). The heavy sellout saw daily turn- 


over average HK$360.73 million. 


j TOKYO: A bullish.fever overcame the market, 
keeping the Dow Jones Average close for most of 
the period to the record 12,790.27 points reached 


— On 30 May. Investors bought into blue-chip elec- 
` tricals, notable among tem Hitachi Corp. and 


tape-maker TDK Corp, apparently in the belief 
that their long decline had bottomed out. But 


- blue-chip volumes were low, as were sales of 


property and non-life insurance stocks. Spurred 
by rumours of new procurements, defence issues 
were active. Daily trading averaged 526.16 mil- 
lion shares. 


SINGAPORE: The market was its most active 


since mid-May, with an average of 7.53 million 


- shares traded daily during the period. Sellers 


outnumbered buyers, however, and Fraser's In- 
- dustrial Index closed the period 138.8 points 
down at 4,271. Fears of more repercussions from 


| . the Overseas Trust Bank collapse and rescue in 


Hongkong.continued to depress the market. 
Overseas investors are still staying out. Active 
stocks included Pan-Electric, which fell 32 S 
cents to S$2.12 (96 US cents) on expectation of 
poorer profits, then rebounded after the 
weekend to close at S$2.25. s 


KUALA LUMPUR: Nervousness afflicting the 
banking system since the collapse of Overseas 
Trust Bank was reinforced by reported problems 
in both Perwira Habib and Public Bank, causing 
most counters ‘to tumble under strong selling 
pressure: Frasers’ Index plummeted just under 
100 points in the period, its second largest 
weekly fall this year. Analysts said some institu- 
tional funds liquidated holdings amid slightly 
stepped up trading which reached a daily aver- 
age of 5.1 million units valued at M$47.8 million 
(US$19.5 million). 


TAIPEI: Although the market indicator closed 
up by only 1.92 points on the period, at 703.94, 
the gain.represented a significant recovery-from 
the 687.10 reached in mid-period, the low point 
for the year to date. Investors were encouraged 
by moves taken or planned by the government to 
try to reverse the market's long slide: the securi- 
ties commission proposed to the Ministry of Fi- 
nance that the tax on stock transactions be 
halved'or eliminated; it also suggested that the 
‘major state-owned banks should buy into blue- 
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chip shares to help stabilise the market. The half- 
point cut in interest rates announced on 15 June, 
intended to raise flagging capital investment, 
helped to raise investors’ hopes. 


MANILA: A block sale of 3.82 million shares of 
property firm Filinvest Development Corp. 
worth P409.98 million (US$22.2 million) on 17 
June capped an otherwise dull period as the mar- 
ket failed to reflect a softening of money-market 
rates. The Filinvest deal boosted combined turn- 
over on the Manila and Makati exchanges to 
P410 million on some 197.9 million shares. 
Excluding the Filinvest sale, total value was 
P7.3 million, down 39% from the previous 
period. 


SEOUL: After a prolonged lull, which brought 
the market to its lowest point of the year to date, 
a package of measures announced by the govern- 
ment to revive investors’ flagging spirits sent 
them into a flurry of buying. Among the new 
measures were authorisation of new securities- 
based pension-fund accounts in the three exist- 
ing investment trusts and tax breaks for small 
securities investors. The market indicator re- 
sponded with a leap of 5.75 points, bringing it to 
140.77. Average volume-traded soared to’ 28.3 
million shares, up 17.8 million from the previous 
period. an 


AUSTRALIA: The bears were busy, bringing the 
Australian All-Ordinaries Index down 16.8 
points to 841.5 over the period, on sluggish turn- 
over which saw an average A$56 million 
(US$37.3 million) of shares change hands each 
day. The dull tone was set by weaker overseas 
markets, continuing uncertainty over the gov- 
ernment's tax-reform plans, drifting metal 
prices in foreign markets, and a steadying Aus- 
tralian.dollar which halted currency gains for re- 
source companies. Buying of brewer Castlemaine 
Tooheys stock by an undisclosed principal was 
not enough to hold up the All-Industrial Index, 
which fell 14.6 points to 1215.2. 


NEW ZEALAND: investors remained optimis- 


“tic ahead of the first instalment of the budget 


brought down on 13 June. The firming trend was 
maintained even after the unexpected defeat of 
the government in a by-election two days later. 
Investors seemed confident the government 
would not alter its ecomomic course and that its 
key goal of reducing the budget deficit will bring 
down interest rates. 


BANGKOK: The market recovered slightly as 
selling pressure decreased due to the oversold 
position of short-term investors. Despite present 
low levels, a majority of speculators were still on 
the sidelines. Evidence of the extreme caution 
was the low turnover which totalled only Baht 
166.88 million (US$6.1 million) on daily average 
volume of some Baht 33.38 million. The Book 
Club Index picked up 0.92 of a point to close at 
140.32. 
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Boral 324 06 
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The People’s 
Republic of China 
Year-Book 1984 


ў 12 colour illustrations, 
4 00 b/w.illustrations and 
all the information on 
China you'll ever need! 
Now only US$75 
(hard cover) 





> 970-page People's Republic of China Year-Book 1984 is 
thout doubt the single most complete reference work ever 


politics, science and technology and countless other subjects. 
What is it? 

The Кеси of thousands of man-hours, the People’s Republic 
of China Year-Book 1984 was written and edited by The New 
Ch ina News Ltd. and Evergreen Publishing Co., a group of 
dedicated professionals who know China intimately. The 
result is a book of unmatched breadth and depth. 


Who needs it? 

Completely indexed, the People’s Republic of China Year- 
Book 1984 places thousands of facts and bits of information 
at your immediate disposal. The book is essential to 
businessmen, financiers, students, professors and virtually 
anyone with a need to know or a keen interest in China of 
r одау. Liberal use of charts, maps. tables and colour 
photos makes the book enjoyable as well as informative 
reading. 

How to get it 

€ )rder your copy(s) now by simply completing the coupon 
below and returning it together with the indicated payment of 
US$75 (or the equivalent in local currency) to the indicated 


address. ied 


"heres ! double-barr ‹ elle 
you cannot afford to pass . . . 
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| The Annals of 

| China's Enterprise 
Register 1984 


1200 pages of vital and 
detailed information on 
all major Chinese national 
corporations and foreign 
trading companies! 
Now only US$80 
(hard cover) 
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This Register contains information on 600 Chinese national 
corporations and foreign trading companies, and their branch 
offices. Published bilingually in English and Chinese, it 
provides a company profile, copies of business licence and 

certificate, scope of trade and registered capital of the 
individual corporation. 


What is it? 

This Register draws its information from the data file provided 
by the State Administration of Industry and Commerce. Based 
on the information of enterprise registrations under the j 
economic laws, this Register is an authoritative and 
comprehensive work of reference designed to disseminate 
information for all licit corporations. 

Who needs it? 

This Register, completely dependable and well documented, 
presenting reliable information and data for China's socialist, 
economic construction is a must for business executives, 
financiers, industrialists, or anyone currently doing or 
planning to do business with China. It further serves as a 
valuable reference source for those involved in the study of 
Chinese economy. 


How to get it 

Simply complete the coupon below today and send together 
with your payment in the amount of US$80 (or equivalent in 
your local currency) per copy. 


A Order both books and save US$25. Clip and mail this coupon today! Send to: 
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for which I enclose US$130 per 
set. For surface mail delivery add 
US$22. for airmail delivery add 
US$37. 
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he ygung Mon porter chuckled as 

he Wrestled a hefty back-pack 
crammed with Thai consumer goods 
on to his shoulders. Nearby, a group 
of Burmese traders waited quietly for 
the bargaining to begin with prospec- 
tive Thai buyers for their cattle, 
brought from their farms deeper in- 
side Burma. Two armed Karen rebels 
watched them. It was business as 
usual at this sleepy Burmese border 


E _ village of Palu. 





| Burmese army assault over 
_ the past year. 


` well-fortified military base of 


Just 30 km south of the major Thai 


| border town of Mae Sot, on the banks 


of the lazy Moei river, Palu is one of 
the few remaining black-market 


| trading gates controlled by the rebel 


Karen National Union (KNU). Al- 


. most every day, young Mon and other 


ethnic porters can be seen here cheer- 


. fully loading up for the long journey 
| further into Burma with their valu- 


able knapsacks on their backs. 
- The KNU is now in its 37th year of 
an armed struggle against Rangoon 
to establish an autonomous state of 
Kawthoolei in what is now 


| Burma's Karen state (REVIEW, 


13 June). Most of the rebels' 


И. other major trading gates 
| north of Palu — also along the 
- Moei which forms the bound- 


ary with Thailand in this area 
— have now been effectively 
knocked out by a protracted 


Palu is a village, divided 
into two settlements, with a 
total population of 3,000 
perched precariously next to a 





the Karen National Libera- 


| tion Army — the KNU's mili- 
_ tary arm. So far during Ran- 


goon's current campaign to finish off 
the rebellion once and for all, Palu 
has emerged relatively unscathed as 


. Burmese Government troops have 


concentrated on bottling up the major 
rebel bases, and trading gates of 


- Wangkha and Maw Po Kay to the 


north. The occasional barrage of 


|. long-range shelling from near Ran- 


goon’s major border redoubt of 


. Myawaddy, opposite Mae Sot, does 


little to disturb Palu's tranquillity — 
or its trade. 

The latest artillery attack on Palu 
by the Burmese army was on 1 June. 
It was one of the heaviest so far, and 
sent scores of villagers fleeing over 
the river into Thailand. But when the 
shelling had died down, the villagers 
returned to their homes and life re- 
portedly returned to normal. 

In September 1984 Burmese army 
troops arrived in force at the village. 
The villagers were ordered to dis- 
mantle their trucks — presumably in 
'a bid to hamper the black-market 


116 


trade — and some young men were 
taken away to work as porters (a gov- 
ernment tactic which is greatly 
feared by the Karens, who claim they 
are used as slaves and also as human 
minesweepers when the troops move 
into rebel territory). But the village's 
abundant banana and tamarind 
groves were left intact, and trade has 
continued. 

The KNU charges a flat 5% on all 
black-market Thai and Burmese 
goods passing through trading gates 
under its control. The tax on Burmese 
cattle sold to Thai middlemen and 
transported largely to Bangkok is 
Kyats 50 (US$1.65) per head. This 
particular trade is said to provide a 
substantial source of beef reaching 
tables in Bangkok. 

Unlike some of the other 15 or so 
ethnic minority rebel groups in 
Burma, the KNU eschews any in- 
volvement in the lucrative opium and 
heroin trade. While this internation- 
ally despised trade fuels the Burma 





Communist Party insurgency, and 
some Shan separatist movements, 
among others, the Karens have so far 
managed to survive on the revenue 
from the flow of Thai goods to the 
substantial Burmese black market, 
and the supply of cheap primary 
goods to Thailand. 


Il manner of consumer goods from 

Thailand pass through the Karen 
gates: video recorders, stereos and 
other electronic articles, tinned food, 
batteries, kitchenware — all pass 
through on the sometimes dangerous 
jungle journey through rebel and 
Burmese army areas to Rangoon and 
other parts of central Burma. The 
Burmese Government largely turns a 
blind eye to the trade, though its 
army is now trying to starve the 
Karen rebellion. 

In return, mainly primary goods 
pass into Thailand through the 
same gates. These include gems, teak 
wood from the area's abundant vir- 


gin forests, cat- 
tle and even live 
wild animals, 
such as croco- 
diles, monkeys 
and deer. 

At Palu, the porters were loading 
up their back-breakingly heavy (40- 
50 kg) packs of Thai goodies which 
had been brought from Bangkok by 
truck and then carried across a nar- 
row wooden-plank bridge from the 
Thai side of the Moei. Ahead of them 
was an arduous four-day journey fol- 
lowing jungle tracks over the Dawna 
mountain range to the major Bur- 
mese town of Moulmein, 60 km 
away. After unloading their goods for 
distribution, the porters would make 


| the journey back to Palu in three 


days; their wage for the trip: Kyats 
1,000. 

Asked through an interpreter whe- 
ther he was afraid of being caught by 
the army, one young Mon porter grin- 
ned and said: “Not at all. We know 

many of the Burmese offi- 
cials we will encounter on 
the way.” But at the same 
time, the porters added that 
some of their colleagues had 
stumbled into Burmese army 
patrols which were not friend- 
ly and had been forcibly 
drafted as porters for the 
army. They also reported 
that occasionally a porter 
would be killed by army sol- 
diers after his load had been 
seized. 

In the jigsaw puzzle of 
minority ethnic armed in- 
surgencies, facing a some- 
times brutal, sometimes lais- 
sez-faire-minded, Burmese 

army opponent, the Mons are a minor 
factor. While Mons provide many of 
the porters delivering Thai black- 
market goods to inner Burma, others 
from their native Mon state in south- 
east Burma fight Rangoon under the 
banner of the Mon State Army, the 
military wing of the separatist New 
Mon State Party. 

The Mons straddle both eastern 
Burma and western Thailand. Most 
historians say they were the first 
ethnic group to move southwards 
from China and settle in what is now 
Thailand, more than 1,000 years ago, 
before the arrival of the Thais. The 
Karens, in turn, say they migrated 
south at about the same time to their 
current homeland before the arrival 
of the majority Burmans in Burma. 
Now, the Mons’ political ambitions 
are limited to achieving an autonom- 
ous Mon homeland — and on a more 
practical basis, making money by 
providing the cheerful legs for illicit 
Thai-Burmese trade. — RODNEY TASKER 
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FLY THE LEADER. 








No single automobile is the 
runaway favorite in quality and 
performance. Everybody has a 
different opinion. But ask some- 











one who is No. 1 іп the sky, and fact. And so do the more than 
the name Boeing comes out on 400,000,000 passengers who flv 
top. Time and time again. Airlines Boeing 747s, 767s, 757s, 727s and 
throughout the world know this 737s every year. 
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Announcing The All New 26th Edition 
We give you Asia, 
minus the mystery, 
<S minus the myth: 


Asia 1985 Yearbook 


Asia houses over half of mankind. Everyday events are 
happening here that not only shape Asia's future but 
affect the entire world. Asia 1985 Yearbook covers 
these events, compiles analyses and interprets them. 
No businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In Its 26th Edition 

The Asia 1985 Yearbook, celebrating its 26th anniver- 
sary, is bigger and more comprehensive than ever 
before. Matching the rapid pace of Asian development, 
we have gone into greater detail, with deeper insight, to 
produce a book that anyone who has any dealings with 
Asia should have on the bookshelf. 


Features 

The Asia 1985 Yearbook includes a newcomer to every 
chapter — the Databox which gives an instant glance of 
essential data. You will find familiar chapters and fea- 
tures as well: a Regional Round-up, The Power Game, 
Population, Development Banks, Asian Finance, Asian 
Investment, Commodities, Energy, Aviation, Shipping, 
Trade & Aid, West Asia, South Pacific and Asian 
Organisations. 


The main body of the book contains chapters on 31 
countries. Each is divided into 3 sections — Politics/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging from Afghanistan through China, to 
Korea and Japan, down through the Philippines to 
Australia and New Zealand and then back to Pakistan 
via India, Indonesia, Singapore and Malaysia. 


As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, 
including a full military profile of every country. Each 
country has a new map to go with its chapter. 


Country-by-Country Analysis 
Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
id Infrastructure. The Yearbook gives you localised, 
rst-hand information on everything from market poten- 


ial aa اقا سیم‎ ben nA ta breniann Aid inuahimmante 


and social and cultural landmarks. Each section has 
also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Review's correspondents 
provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 26 years) to 
keep the Asia Yearbook pertinent. To give you Asia, 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Review can. 


Soft Cover: HK$170/US$21.95/£20/S$49.50/M$56.50 
Hard Cover: HK$200/US$25.95/£23.75/8$58.50/M$67 
For airmail delivery, please add: 
HK$45/US$6/£5/8$13/M$15 


————-—---—------—- 





To: Publications Division 
Far Eastern Economic Review, 
‚ G.P.O Box 160 
Hongkong 


FarEasternEconomk 


Please rush me copy/copies of the Asia 1985 Yearbook as 
indicated. | enclose a cheque/postal order for 





Name 


Address 


City . Post Code 


Country 


Asia 1985 Yearbook (Soft Cover) 

Price: HK$170/US$21 .95/£20/S$49.50/M$56.50 each 

No. of copies O by surface [1 by airmail” 
Asia 1985 Yearbook (Hard Cover) 

Price: HKS200/US$25.95/£23.75/8$58.50/M$67 each 








No. of copies 3 by surface [1 by airmail’ 
*For airmail delivery, please add 
HK$45/US$6/£5/S$13/M$15 per copy R0627Y5 
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THE MID-YEAR BONUS 


O% OFF 


June 1 —Sept. 30, 1985 
























Call your travel agent or the Westin Hotel in vour city or telex 40443 FILPLAZA 
‘Subject to availability. Not applicable to previously confirmed group rates 


Other Westin Hotels in Asia Hong Kong, Shangri-La € Pusan, The Westin Chosun Beach 


You got it first 

Philippine Plaza 
most preferred ! 
seasonally avail: 
Bonus. Now in 
fabulous vear! 4 
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The Mid-year Bonus. A 
premium seasonal offer from 
the Philippine Plaza. In the 


great Westin Hi 


tels traditio: 
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* Seoul, 


The Westin Chosun * Singapore, The Westin Plaza ® Tokyo, Akasaka Prince Hotel & Tokyo Prince Hotel 
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The Rauma-Repola Deck 
Machinery Works is building 
some of the world's biggest 
winches. They will be supplied 
to two Danish towing and 
anchor handling vessels that will 
assist in the anchoring of drilling 
rigs. 

The new generation of ves- 
sels for offshore operations 
requires a new generation of 
deck machinery. That's where 
Rauma-Repola comes in. 


Specializing in the future 
Rauma-Repola is one of the 
world's leading manufactures of 
oil exploration rigs and drillships. 
Building ships and drilling rigs for 
extreme conditions has built up 
our know-how to cover much 








more than is usually included in 
shipbuilding and offshore ope- 
rations. 

The company has built more 
platforms and drillships for Arc- 
tic use than anyone else. 

Rauma-Repola's offshore 
business, together with its deck 
machinery and oil drilling equip- 
ment factories, has grown and 
developed along with conven- 
tional shipbuilding and platform 
construction. When we haven't 
been able to find the machines 
we've needed elsewhere, we've 
built them ourselves. 


Safety down to the last detail 

Especially during the last ten 
years we have gained extensive 
expertise in producing deck 





machinery for offshore anc 
oceanographic operations, ai 
designed to withstand harst 
conditions in stormy and difficul 
waters. 

In addition to conventioné 
anchor and mooring winches 
the Deck Machinery Work: 
designs and builds variou: 
special winches such as auto 
matic towing winches for ice 
breakers and oceanographi 
research winches. 


More examples of 
Rauma-Repola’s know-how 
Rauma-Repola produce. 
virtually all the едиртег 
necessary for oil drilling itsel 
Production includes mud circu 
lation systems, jacking units 


MASTERY OF THE DETAILS 





Enc Ай 


MEANS MASTERY OF THE WHOLE 


vorld's two largest winch units of this type will have a pulling capacity of 300 tons. 





af 
Crane barge wi 


nches under 
construction in the assembly 
shop. 


otary tables, pipe handling 
wstems, blow-out preventers 
tnd various pressure vessels 
uch as diving bells. 

Yet all this represents only 
one small part of Rauma-Repo- 
3's activities and know-how. 

We operate 40 production 
ants, and the products of our 
*ngineering, shipbuilding and 
ffshore, mechanical wood- 
vorking and pulp and paper acti- 
ties are used by the thousand 
hroughout the world. 

Our product range includes 
»-ariling rigs and drillships, 
pecial tankers, ro-ro and other 
essels, marine equipment, 
"rest machines, wood-proces- 
ing machinery, vacuum steel, 
pecial valves, heat energy pro- 
uction equipment, construc- 
on machinery and heavy power 
‘ansmission equipment, news- 
rint and magazine paper, dis- 
olving pulp and special grades, 
pecial kraft papers and con- 
erted paper products, lumber, 
lywood products and prefab- 
cated houses. 
one papers, lumber, ply- 
d products and prefabricat- 
Ouses. 







Rauma-Repola is a partner 
you can always rely on 
With a turnover of USD 1150 

illion in1984, Rauma-Repolais 

7e of the biggest industrial 

Xerprises in Finland. Around 








70 per cent of the Group's coupon in an envelope to Matt 


turnover is derived from foreign Kilpinen, Marketing Director 

trade Rauma-Repola, Head ff 
We can arrange financing for Snellmaninkatu 13 

our partners, normally with the | | Helsinki, Finland 

backing of Finnish Export Credit You can also contact 

Ltd. | phone or telex: tel 
For more information return, (+3580) 18281 

please the enclosed reply rrhki sf 


Rauma-Repola (Asia-Pacific) Lta 
Korea Liaison Office Room 306, 36-4 Oryun Building 


Yoido-Dong. Yunedeungpo-ku 
tel (02) 784-1402, telex 25026 rr 


RAUMA-REPOLA 
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System for aFriede | 
& Goldman Pace- | 


Setter type semi- Y Countty — 





submersible oil- 
drilling rig 


In the legendary island nation, With a tradit- 
discerning business travellers $^ f: Ше 
return time and again to comfort and 
° cuisine, The 
The Maro Polo Singapore. Marco Polo 
hotel has long enjoyed the reputation as 
the haven of the business traveller. Now 
with more luxurious conference and 
banqueting facilities, this reputation is 
destined to grow. 

The Marco Polo Singapore is managed 
by The Peninsula Group. With a hundred 
year heritage of dedicated service to busi- 
ness and pleasure travellers in the Orient, 


we know how to make your н 
trip live up to all your Dolo 


expectations. 
— The Peninsula Group 
Fidfilling the promise of the Orient 






servations: Contact your travel agent, Cathay Pacific Hotel Reservations 
tvice, SRS (Steigenberger), Th ninsula Group, Hong Kong 





t Peninsula Group of hotels are located in Hong Kong, Singapore, Manila, 
ing and Guangzhou 








WWF K Tanaka BCL 


The 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo 


But that’s just one of the problems facing the 
Panda. 


Го ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China 

WWE has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govert- 
ment to mount a major Panda Conservation 
Programme. This includes construction of à 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu 

The Giant Panda is an endangered animal. 

| It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWE needs money ~ your money 

Please send contributions to the WWF 
National Organisation m your country oi direct to 


WWF International, 1196 Gland, 
Switzerland. 








Like a 
fragrance, 

_ Espreme 
lingers on... 


Lovingly crafted to exacting 
Citizen standards, | spreme is a 
Statement of pure sophistic ation 
in luxurious leathers, gemstones 
and gold, 

For Man or Woman, a master 
piece of the watchmaker's art 
that reflects a cultivated taste for 
the finer things in life 

Like a poem, a melody, a 
fragrance . . . Espreme lingers on 
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